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PREFACE 


Tariff  hearings  were  begun  on  July  25,  1921,  pursuant  to  the 
following  notice:  ' 

United  States  Senate, 
Committee  on  Finance, 

July  it,  1921. 

The  Committee  on  Finance  will  hold  public  hearings  relative  to  the  tariff  at  Wash- 
ioRton,  D.  C,  beginning  Monday,  July  25,  1921. 

It  Lb  the  purpose  of  the  committee  to  hear  first  the  proponents  and  opponents  of  the 
American  valuation  plan. 

The  committee  expects  first  to  hear  members  of  the  Tariff  Commission  and  certain 
special  agents  of  the  New  York  customs  office  with  respect  to  this  plan  upon  Monday 
and  Tuesday  next. 

The  committee  expects  to  close  the  hearings  upon  the  American  valuation  plan  by 
Thursday  next  and  then  to  take  up  the  several  schedules  in  order. 

Notices  will  be  sent  to  all  applicants  for  hearings  as  early  as  possible,  advising  them 
^hen  they  can  be  heard. 

In  order  to  avoid  duplication  of  arguments  and  suggestions  it  is  requested  that 
persons  desiring  to  present  the  same  diaracter  of  information  relative  to  any  tariff 
Item  a^ee  upon  one  representative  to  present  their  views. 

The  nearings  will  be  conducted  in  room  312  of  the  Senate  Office  Building.  Sessions 
will  be  held  each  day  from  10.30  a.  m.  to  12  noon  and  from  2.30  p.  m.  to  5  p.  m. 

It  is  deaired  that  witnesses  endeavor  to  prepare  their  statements  in  sucn  form  that 
their  presentation  will  not  require  more  than  30  minutes. 

Persons  wishing  to  be  heard  should,  if  possible,  apply  to  the  clerk  of  the  committee, 
prior  to  the  date  set  for  the  hearings,  for  an  assignment  of  time.  In  making  such  appli- 
cation the  following  information  should  be  ^ven :  Name,  business  address,  temporary 
address  in  Washin^n,  business  or  occupation,  the  person,  firm,  corporation,  or  asso- 
ciation represented,  and  the  item  and  paragraph  of  the  tariff  bill  (H.  R.  7456)  con- 
cerning wnich  testimony  will  be  given. 

All  briefe  and  other  papers  filed  with  the  committee  should  have  indorsed  on  them 
the  item  and  paragrapn  of  the  tariff  bill  (H.  R.  7456)  to  which  they  relate,  and  tlie 
name  and  address  of  the  person  submitting  them,  his  business  or  occupation,  the  name 
of  the  person,  firm,  corporation,  or  association  whom  he  represents. 

Bonss  Pbnbobb,  Chairman, 

The  hearings  were  continued  to  and  including  August  31,  1921. 
Because  of  the  unsettled  and  continually  changing  world  conditions 
and  the  great  length  of  time  reauired  to  complete  the  tariff  bill, 
it  was  decided  to  put  the  internal-revenue  legislation  ahead  of  the 
tariff  bill.  The  tariff  hearings  were,  therefore,  postponed,  and 
resumed  November  3,  1921,  and  completed  January  9,  1922. 

The  stenographic  minutes  of  each  day's  proceedings  were  first 
printed  in  preliminary  form  in  58  parts.  Copies  were  sent  to  each 
witness  wim  the  request  that  he  make  necessary  corrections  for 
clearness  in  his  statement  and  return  the  revised  copy  to  the  clerk. 
Such  corrections  have  been  observed  in  preparing  the  revised  edition 
of  the  hearings.  In  this  edition  the  chronolo^ca?  order  of  the  state- 
ments has  been  disregarded  (except  that  of  American  Valuation  and 
Dyes  Embargo,  Vol.  1)  and  the  oral  testimony  and  the  papers  filed 
on  each  subject  have  been  grouped  and  arranged,  as  nearly  as 
practicable,  according  to  the  paragraphs  of   the  tariff  bill   as   it 

passed  the  House. 
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IV  PREFACE. 

The  revised  hearing^  were  first  indexed  and  printed  in  sei>arate 
volumes,  each  containing  only  the  testimonv  relative  to  a  particular 
schedule.  Three  additional  volumes  were  also  printed,  one  contain- 
ing the  testimony  relative  to  the  American  valuation  plan,  one  the 
testimony  relative  to  the  dyes  embargo,  and  the  other  that  relative 
to  the  special  and  administrative  provisions  of  the  tariff  bill  and  testi- 
mony relative  to  certain  paragraphs  that  was  taken  too  late  for  incor- 
poration in  the  proper  volume. 

The  hearings  axe  here  consolidated  in  8  volumes  (each  indexed 
by  name  and  subject),  including  a^eneral  index,  arranged  as  follows: 


CONTBiraS  OF  VOLT7HB8. 

Volume  I:  Page- 
American  Valuation 1-342 

Dyes  Embargo 343-775 

VOLUMB  II: 

Schedule    1.  Chemicals,  Oils,  and  Paints 777-1344 

Schedule   2.  Earths,  Earthenware,  and  Glassware ^ 1345-1605 

Volume  III: 

Schedule   3.  Metals  and  Manufactures  of 1607-2101 

Schedule   4.  Wood  and  Manufactures  of 2103-2172 

Schedule   5.  Suear,  Molasses,  and  Manufactures  of 2173-2417 

Schedule   6.  Tobacco  and  Manufactures  of 2419-2554 

Volume  IV: 

Schedule   7.  Agricultural  Products  and  Provisions % 2555-3299 

Schedule   8.  Spirits,  Wines,  and  Other  Beverages *^  301-3302 

Volume  V* 

Schedule   9.  Cotton  Manufactures 3303-3441 

Schedule  10.  Flax,  Hemp,  and  Jute,  and  Manufactures  of 3443-3523 

Schedule  11.  Wool  and  Manufactures  of 3525-3766 

Schedule  12.  Silk  and  Silk  Goods 3767-3869 

Schedule  13.  Papers  and  Books 3871-3982 

Schedule  14.  Sundries 3983-4365 

Volume  VI: 

Free  List 4367-«)59 

Volume  VII: 

Special  Provisions 5061-6099 

Administrative  Provisions 5101-5113 

Appendix 5115-6420 

Volume  VIII: 
General  Index. 


AMERICAN  VALUATION. 


Monday,  July  25, 1921. 

United  States  Senate, 
Committee  on  Finance. 

The  committee  met,  pursuant  to  call  of  the  chau-man,  in  room  312, 
Senate  Office  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boies  Penrose 
presiding. 

Present:  Senators  Penrose  (chairman),  McCimiber,  Smoot,  La  Fol- 
lette,  McLean,  Simmons,  Gerry,  Reed,  and  Walsh. 

Present  also:  Hon.  Thomas  Walker  Page,  chairman  United  States 
Tariff  Commission,  and  John  E.  Walker,  Esq.,  chief  of  the  legislative 
drafting  service  of  the  Senate. 

The  Chairman.  The  committee  will  come  to  order.  The  committee 
is  now  about  to  proceed  to  take  up  the  consideration  of  the  permanent 
tariff  bill,  which  came  to  the  Senate  on  Friday  of  last  week,  and  the 
chairman,  after  consultation  with  the  members  of  the  committee, 
immediately  issued  a  call  for  this  morning. 

After  informal  consultation  with  such  members  of  the  committee 
as  were  available,  the  Chair  adopted  the  schedule  of  tariff  hearings, 
which  I  will  ask  to  have  inserted  in  the  minutes  for  the  information 
of  witnesses  and  the  public. 

(The  schedule  referred  to  is  as  follows:) 

United  States  Senate, 

COMMriTEE   ON    FINANCE, 

July  22,  192 J. 

The  Committee  on  Finance  will  hold  public  hearings  relative  to  the  tariff  at  Wash- 
in^n,  D.  C,  beginning  Monday,  July  25,  1921. 

tt  is  the  purpose  of  the  committee  to  hear  first  the  proponents  and  opponents  of  the 
American  valuation  plan. 

The  committee  expects  first  to  hear  members  of  the  Tariff  Commission  and  certain 
special  agents  of  the  New  York  customs  office  with  respect  to  this  plan  upon  Monday 
and  Tuesday  next. 

The  committee  expects  to  close  the  hearings  upon  the  American  valuation  plan  by 
Thursday  next  and  then  to  take  up  the  several  schedules  in  order. 

Notices  will  be  sent  to  all  applicants  for  hearings  as  early  as  possible,  advising  them 
when  they  can  be  heard. 

In  order  to  avoid  duplication  of  arguments  and  suggestions  it  is  requested  that 
persons  desiring  to  present  the  same  character  of  information  relative  to  any  tariff 
Item  asree  upon  one  representative  to  present  their  views. 

The  nearings  will  be  conducted  in  room  312  of  the  Senate  Office  Building.  Sessions 
will  be  held  each  day  from  10.30  a.  m.  to  12  noon  and  from  2.30  p.  m.  to  5  p.  m. 

It  is  desired  that  witnesses  endeavor  to  prepare  their  statements  in  such  form  that 
their  presentation  will  not  require  more  than  30  minutes. 

Persons  wishing  to  be  heard  should,  if  possible,  apply  to  the  clerk  of  the  committee, 
prior  to  the  date  set  for  the  hearings,  for  an  assignment  of  time.  In  making  such  appli- 
cation the  following  information  &ould  be  ^ven:  Name,  business  address,  temporary 
address  in  Washington,  businesis  or  occupation,  the  person,  firm,  corporation,  or  asso 
ciation  representea,  and  the  item  and  paragraph  of  the  tariff  bill  (H.  R.  7456)  cod* 
ceming  which  testimony  will  be  given. 
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All  briefs  and  other  papers  filed  with  the  committee  should  have  indorsed  on  them 
the  item  and  paragraph  of  the  tariff  bill  (H.  R.  7456)  to  which  they  relate,  and  the 
name  and  address  of  the  person  submitting  them,  his  business  or  occupation,  the  name 
of  the  person,  firm,  corporation,  or  association  whom  he  represents. 

Boies  Penrose,  Chairman. 

The  Chaibhan.  Owing  to  the  fact  that  the  valuation  is  the  basis  of 
all  competition,  it  was  thought  best  to  begin  with  the  consideration  of 
the  valuation  provision  of  the  bill,  and  on  that  subject  it  was  deemed 
well  to  re<j[uest  the  presence  of  the  members  of  the  Tariff  Commission 
and  certain  customs  officials  connected  with  the  administration  of  the 
customs  of  the  port  of  New  York. 

If  the  chairman  of  the  Tariff  Conmiission  is  present,  the  Chair 
would  call  on  him. 

STATEMENT   OF    HON.   THOMAS   WALKEB    PAGE,    CHAIRMAN 

UNITED  STATES  TARIFF  COMMISSION. 

The  Chairman.  Kindly  state  your  full  name  to  the  stenographer 
for  the  purpose  of  the  record. 

Commissioner  Page.  Thomas  Walker  Page. 

The  Chairman.  How  long  have  you  been  chairman  of  the  Tariff 
Commission  ? 

Commissioner  Page.  I  have  been  chairman,  Senator,  of  the  Tariff 
Commission  for  about  two  and  a  half  years;  I  do  not  recollect  the 
exact  date  of  my  appointment. 

The  Chairman.  Tne  committee  desires  information  and  advice 
in  a  concise  and  brief  form  on  this  question  of  valuation.  It  is  need- 
less for  me  to  call  your  attention  to  the  fact  that  the  members  of  the 
committee,  and  I  particularly  as  chairman  of  the  committee,  are  in 
receipt  of  a  very  great  number  of  letters  for  and  against  the  method 
of  valuation  adopted  in  the  House  bill,  and  before  arriving  at  a  con- 
clusion, and  understanding  that  the  bill  as  it  now  stands  is  lai^ely  the 
result  of  your  conferences  with  members  of  the  conmiittee,  the  com- 
mittee would  be  glad  to  hear  briefly  your  views  on  the  matter. 

Senator  Smoot.  May  I  ask  you  whether  the  views  you  are  going  to 
express  now  are  the  views  of  tne  full  tariff  board,  or  is  there  a  division 
of  sentiment  among  the  members  of  that  board  ? 

Commissioner  Page.  Senator,*!  do  not  propose  to  express  opinions 
as  to  the  desirability  of  the  American  valuation,  certainly  not  as 
representing  the  Tariff  Commission.  The  commission  has  never 
taKen  any  collective  expression  of  opinion  as  to  whether  this  is  a  good 
measure  or  not.  There  are  members  of  the  commission  who  cor- 
dially approve  of  it;  there  are  other  members  of  the  commission  who, 
to  judge  from  remarks  and  incidental  expressions,  I  venture  to  say, 
would  certainly  reserve  their  opinion  as  to  whether  it  is  desirable  or 
not.  We  have  not  looked  upon  it  as  one  of  the  duties  of  the  Tariff 
Commission  to  make  up  its  mind,  certainly  not  to  give  expression  to 
any  consensus  of  opinion  as  coming  from  the  commission,  to  either 
this  committee  or  tne  Conmiittee  on  Ways  and  Means,  as  to  whether 
at  the  present  time  the  adoption  of  this  measure  is  desirable  or  not. 

The  Tariff  Commission  has  attempted  throughout  its  career  to 
confine  itself  to  facts  as  far  as  possible,  and  to  present  to  Congress 
only  those  facts  that  the  Tariff  Commission  believes  to  be  correctly 
ascertained. 


AMEBIOAN  VALUATION.  S 

The  Chairman.  You  desire  to  accentuate  to  the  committee,  as  I 
understand  it,  that  you  are  appearing  individually  before  this  com- 
mittee, not  for  the  Tariff  Commission  as  a  body;  is  that  it? 

Commissioner  Page.  Mr.  Chairman,  I  am  here  at  the  request  of 
the  committee  to  reply  to  any  questions  that  the  committee  may  see 
fit  to  ask  me. 

The  Chacrman.  That  is  the  better  way  of  pu tiling  it. 

Commissioner  Page.  And  we  have  no  expression  of  opinion  by 
the  commission  to  give  to  you. 

I  may  say  that  there  are  certain  members  of  the  commission  that 
are  cordially  in  favor  of  this  measure.  The  two  new  members  that 
have  been  added  to  the  commission  within  the  last  two  months  have 
long  been  advocates  of  the  system  of  American  valuation.  They 
have  spoken  for  it  and  have  written  for  it  for 'years  before  they 
became  members  of  the  Tariff  Commission. 

The  CHAiRaiAN.  You  refer  to  Mr.  Burgess  and  who  else  ? 

Commissioner  Page.  And  Mr.  Marvm.  Those  gentlemen,  long 
before  they  became  members  of  the  Tariff  Commission,  were  in  favor 
of  this  measure  and  they  expressed  themselves  accordingly. 

The  Chairiian.  How  are  the  other  members  ? 

Commissioner  Page.  The  other  members  have  not  given  any 
formal  or  official  expression  of  opinion. 

If  you  wish  to  know  the  opimons  merely  of  the  members  of  the 
Tariff  Commission,  of  course,  as  individuals  we  are  perfectly  willing 
to  express  those  opinions.  But  I  can  not  commit  the  Tariff  Com- 
mission one  way  or  the  other  as  to  its  advocacy  or  its  opposition  to 
the  American  valuation.  I  have  not  looked  upon  it  as  being  a  part 
of  the  dutj  of  the  Tariff  Commission  to  express  opinions  or  to  give 
views  to  either  House  of  Congress  on  a  matter  of  this  kind. 

The  Chairman.  You  are  right. 

Commissioner  Page.  We  are  not  a  body  authorized  by  law  to  give 
advice  or  to  suggest  policies,  but  merely  to  furnish  information  where 
information  is  ootainable. 

We  have,  as  you  gentlemen  doubtless  know,  already  made  a  report 
on  the  subject  "of  American  valuation,  in  which  we  have  assemoled 
such  information  as  was  at  that  time  available.  The  truth  is  that 
information  in  regard  to  this  matter  is  obtainable  in  meager  quan- 
tities, for  the  reason  that  it  is  a  comparatively  new  proposition  not 
only  for  this  country  but  for  other  countries.  It  is  true  that  there 
are  some  countries  that  for  years  have  had  a  practice  of  appraising 
goods  for  dutv  at  their  landed  value  or  supposed  selling  value  in  the 
country  to  which  they  were  imported.  Such  a  country,  for  example, 
is  Holland,  the  Netherlands,  where  goods  are  appraised  for  duty,  as  I 
remember,  at  the  value  of  those  goods  in  Holland.  But  in  Holland 
the  duties  are  low;  the  Dutch  tariff  is  for  the  most  part  a  revenue 
tariff;  it  is  not  a  protective  tariff  in  the  sense  that  we  use  the  word 
"protective,"  and  they  can  afford  to  be  much  more  liberal  in  their 
appraisements  and  in  their  interpretations  of  the  purposes  of  their 
tariff  than  could  a  country  like  ours  where  the  tariff  is  a  much  more 
important  measure  in  regulating  our  trade  with  foreign  countries. 

In  some  other  countries,  likewise,  they  have  a  nominal  system  of 
home  valuation,  but  it  is  frequently  accompanied  by  a  system  of  pro- 
claimed values..  That  might  be  illustrated  by  the  well-known  export 
duty  on  hides  from  India.     The  Government  puts  the  duty  at  15  per 
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jent  on  hides  for  export,  but  the  Government  proclaims  what  the 
value  of  the  hides  that  are  exported  is  per  pound.  That  really  re- 
duces this  ad  valorem  duty  practically  to  a  specific  duty. 

Senator  Reed.  But  does  it  lower  the  duty  ? 

Commissioner  Page.  They  can  proclaim,  of  course,  any  value  that 
they  like  for  hides.  In  general  they  attempt  in  this  proclamation  to 
reach  a  sort  of  crude  approximation  to  what  the  hides  would  be  likely 
to  sell  for  in  India  at  the  time. 

So  likewise  in  certain  South  American  countries,  where  thev  have 
a  combined  system  of  proclaimed  values  and  specific  duties  and  some- 
times genuine  ad  valorem  duties,  the  proclaimed  value  in  a  general 
way  they  attempt  to  make  crudely  approximate  to  what  the  selling 
price  of  the  goods  would  be. 

Senator  Reed.  What  has  been  the  custom  here,  then,  as  to  accept- 
ing those  proclaimed  values  as  the  value  upon  which  tariffs  should 
be  levied  in  this  country  ? 

Commissioner  Page.  We  have  never  tried  that,  Senator,  and  we 
have  therefore  no  experience  and  no  customs  connected  with  it. 

Senator  Reed.  Do  you  know  what  is  done  actually  in  the  collec- 
tion of  tariffs  on  these  articles  ? 

Commissioner  Page.  You  mean  in  the  South  American  countries  ? 

Senator  Reed.  No;  in  our  own  country  when  the  goods  are  im- 
ported here. 

Commissioner  Page.  I  am  speaking  of  the  duties  imposed  by  those 
countries  on  goods  they  import,  not  on  goods  we  import  from  them, 
but  on  goods  they  import. 

Senator  Reed.  Are  these  facts  that  you  are  referring  to  set  forth  in 
your  report  ? 

Commissioner  Page.  They  are  set  forth  in  our  report. 

Senator  Reed.  What  report  is  that  ? 

Commissioner  Page.  That  is  the  report  of  the  United  States  Tariff 
Commission  on  American  valuation. 

The  Chairman.  I  have  got  it  here  and  have  sent  for  other  copies, 
Senator  ? 

Senator  Reed.  That  was  printed  in  1921  ? 

Commissioner  Page.  It  was  printed  March  26,  1921.  Our  own  ex- 
perience, Mr.  Chairman,  in  regard  to  home  valuation  was  too  brief 
and  too  remote  to  be  significant  at  the  present  time.  You  gentlemen 
will  remember  that  in  the  tariff  that  went  into  operation,  as  I  remem- 
ber it,  in  1842,  there  was  a  provision  for  home  valuation,  but  the 
regulations  under  which  that  method  of  appraisement  was  to  be  at- 
tempted appear  to  have  been  so  confusing,  so  conflicting,  and  so  com- 
plicated tnat  the  provision  was  repealed  after  two  months.  It  was 
altogether  unsatisfactory. 

I  repeat  that  that  experience  was  too  brief  and  too  remote  to  serve 
us  as  any  indication  of  the  possibility  or  the  expediency  of  such  a 
measure  at  the  present  time. 

One  of  the  usual  objections  that  have  been  made  to  the  Tariff 
Commission  to  the  plan  for  American  valuation  is  its  great  uncer- 
tainty. The  difficufiy  of  appraising  the  market  value  of  imported 
goods  is  greatly  exaggeratea  by  some,  and  in  my  judgment  it  is  not 
given  sufficient  importance  by  others.  It  is  as  easy,  m  my  opinion, 
to  appraise  the  great  bulk  oi  staple  commodities  that  come  to  this 
country  at  their  American  market  value  as  it  is  to  appraise  them  at 
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their  foreign  value;  in  fact^  the  experience  of  many  generations  has 
indicated  that  we  can,  so  far  as  the  great  bulk  of  our  trade  is  con- 
cerned that  is  covered  by  ad  valorem  duties,  get  the  foreign  value 
with  satisfactorv  approximacy  at  least.  But  the  specialties  and  the 
novelties  and  the  new  designs  and  the  new  goods  it  is  difficult  to 
appraise  abroad,  and  it  is  just  those  things  that  it  would  be  difficult 
to  appraise  so  far  as  American  value  is  concerned. 

Senator  Reed.  The  same  difficulty  exists  in  both  cases,  then  ? 

Commissioner  Page.  The  difficulty  is  of  equal  degree;  not  the 
same  difficulty,  but  an  equally  great  difficulty.  The  difficulties  that 
we  now  experience  in  getting  foreign  values  would  be  repeated  in 
different  form  in  getting  the  American  value  of  the  same  sort  of 
things  when  they  come  to  this  country. 

On  the  whole,  it  is  maintained  by  the  customs  officials,  and  it  is 
generally,  I  believe,  maintained  by  all  who  look  upon  the  protective 
policy  of  this  country  as  having  been  successful  in  the  past,  that  we 
have  been  successful  in  the  appraisement  of  forei^  values  so  far  as 
the  great  purpose  of  the  American  protective  policy  is  concerned. 

Senator  Smoot.  You  do  not  mean  by  that  tnat  tnere  has  been  no 
undervaluation  ? 

Commissioner  Page.  Far  from  it,  Senator  Smoot;  there  has  been 
undervaluation;  the  degree  of  it  is  unknown  and  the  amount  of  it  is 
unknown.  We  frequently  have  detected  cases  of  it.  So  far  as  the 
amount  of  undervaluation  may  be  compared  with  the  amount  of 
goods  that  are  appraised  at  their  real  value,  it  is  impossible  to  say 
just  how  much  undervaluation  there  has  been.  But  on  the  whole  it 
appears  not  to  have  affected  the  purpose  for  which  the  protective 
tariff  was  designed. 

Senator  Simmons.  Mr.  Page,  will  you  tell  me,  if  you  know,  to 
what  extent  we  have  accepted  the  valuation  placed  on  imports  into 
this  country  by  the  exporter  ? 

Commissioner  Page.  It  is  impossible  to  answer  that  question, 
Senator  Simmons.  I  will  say  that — so  far  as  the  great  staples  of 
commerce  are  concerned,  those  that  constitute  the  overwhelming 
bulk  of  our  trade — values  have,  except  in  periods  like  that  through 
which  we  have  recently  passed,  been  lairly  stable  and  been  known  all 
over  the  world. 

Senator  Simmons.  The  rule  has  been,  then^  that  we  have  accepted 
for  the  purpose  of  imposing  our  duties  the  foreign  values,  or  the 
valuation  placed  upon  the  goods  by  the  exporter? 

Commissioner  Page.  Not  unchecked. 

Senator  Simmons.  Not  unchecked,  of  course.  But  with  reference 
to  that,  is  not  this  true:  The  foreign  exporter  recognizes  the  fact 
that  if  he  places  an  undervaluation  ne  is  nable  to  be  checked  up  ? 

Commissioner  Page.  Yes. 

Senator  Simmons.  And  that  in  that  process  he  may  have  to  pay 
upon  a  higher  valuation  than  the  real  foreign  value,  and  therefore 
does  not  tnat  check  operate  upon  him  to  secure  a  fair  and  reasonable 
valuation  upon  the  basis  of  the  foreign  market  ? 

Commissioner  Page.  Undoubtedly  it  does,  so  far  as  the  greater 
part  of  our  trade  is  concerned.  At  the  same  time  there  have  been 
cases  where  men  have  attempted  to  evade  the  law  by  undervaluation 
and  in  some  cases  they  have  been  detected. 

Senator  Simmons.  Undoubtedly  that  is  so. 
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Commissioner  Paqe.  But  it  is  possible  that  they  have  not  all  been 
detected. 

Senator  Simmons.  Undoubtedly  they  have  not  all  been  detected, 
but  has  not  that  been  the  exception  ? 

Commissioner  Page.  Of  course,  no  one  can  speak  accurately  with 
regard  to  a  matter  of  that  kind  where  you  are  dealing  with  the 
amount  of  evasion.  If  the  evasion  has  been  successful,  oi  course,  we 
do  not  know  about  it.  But  in  my  opinion.  Senator — ^it  is  only  an 
opinion,  however — there  has  been  relatively  little  of  that  done;  that 
is,  I  believe  that  the  amount  of  undervaluation  has  been,  as  compared 
with  the  amount  of  ^oods  that  have  paid  full  duty  on  full  value, 
very  small. 

Senator  Reed.  That  is  what  I  thought. 

Commissioner  Page.  It  has  been  variously  estimated  from  a 
fraction  of  1  per  cent  to  as  high  as  10  per  cent.  I  have  seen  some 
estimates  that  put  the  amount  of  undervaluation  at  more  than  10 
per  cent,  but  it  is  all  a  matter  of  estimate,  and  the  estimates  usually 
vary  with  the  natiure  and  sometimes  with  the  business  of  the  man 
who  makes  the  estimates. 

vSenator  Walsh.  That  bears  out  the  Senator's  inquiry  ? 

Commissioner  Page.  If  I  interpret  the  Senator's  question  cor- 
rectly, yes. 

Senator  Smoot.  But  generally  there  are  certain  lines  of  goods  that 
undervaluation  has  always  been  claimed,  and  no  doubt  a  great  deal 
of  the  importations  has  been  on  a  basis  of  undervaluation. 

Commissioner  Page.  It  is  commonly  believed.  Senator  Smoot,  that 
undervaluation  has  been  more  in  some  lines  of  goods  than  in  other 
lines  of  goods. 

Senator  Reed.  Do  you  think,  taking  it  on  the  average,  that  1  per 
cent  or  one-half  of  1  per  cent  is  the  best  estimate  that  can  be  made  ? 

Commissioner  Page.  I  could  hardly  say  that,  Senator;  and  I 
would  hesitate  to  commit  myself  to  an  opinion  as  to  what  the  degree 
or  the  ratio  of  undervaluation  to  full  valuation  would  be.  I  merely 
state  that  these  estimates  have  varied  between  the  fraction  of  1 
per  cent  and,  as  high  as  I  can  remember,  10  per  cent.  I  do  not  think 
that  I  have  ever  seen  an  estimate  that  puts  the  amount  of  under- 
valuation at  more  than  10  per  cent.  I  have  no  opinion  that  is  worth 
expressing  on  that,  because  it  is  a  matter  about  which  information 
can  not  be  obtained. 

Senator  Reed.  Of  course. 

Commissioner  Page.  If  information  could  be  obtained,  there  would 
be  no  undervaluation  whatsoever.  There  have  been  notorious  cases 
of  attempted  undervaluation,  and  in  some  of  these  cases  the  Govern- 
ment has  successfully  brought  suit  and  has  visited  the  offenders  with 
the  penalties  provided  by  law.  There  have  been  other  cases  where 
the  Government  has  brought  suit  and  has  not  won;  the  importer 
or  the  accused  person  has  oeen  able  to  show  that  the  Government 
was  mistaken  in  its  suspicions.  As  a  rule,  the  Government  is  rather 
-careful  before  bringing  suit  for  undervaluation  to  make  sure  that  it 
has  a  case.  So  that  it  is  quite  possible  that  cases  of  undervaluation 
get  by  without  the  knowledge  of  the  Government  officials. 

Senator  Reed.  And  that  might  occur  under  the  American  valua- 
tion? 
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Commissioner  Page.  I  will  say  this,  Mr.  Chairman,  that  any  tax 
of  any  kind  that  is  based  on  value  is  based  on  an  unstable  and  an 
insecure  basis. 

The  Chaibman.  It  is  the  same  rule  as  applies  to  real  estate  or 
anything  else,  low  in  some  cases  and  high  in  others  ? 

Commissioner  Page.  Perhaps  in  the  case  of  commodities  that 
appear  in  trade  it  is  even  more  unstable,  for  the  reason  that  those 
values  fluctuate  much  more  rapidly  than  does  the  value  of  real  estate. 
It  is  notorious  that  in  giving  the  value  of  his  property  for  taxation, 
the  average  taxpayer  is  tempted  to  put  the  value  as  low  as  possible. 

The  supreme  court  of  a  certain  one  of  our  Western  States  on  one 
occasion,  m  connection  with  a  witness  who  was  being  heard  in  another 
case,  when  his  veracity  was  attacked  on  the  ground  that  he  had  made 
a  false  declaration  of  his  property  for  taxation,  maintained  that 
perjiuy  in  regard  to  the  assessment  of  property  for  taxation  does  not 
necessarily  impair  the  credibility  of  a  witness  under  oath  in  other 
matters.     [Laughter.] 

That  bein^  the  case  with  regard  to  the  American  valuation  of 
property  in  this  country  for  domestic  taxes,  it  might  be  thought  to 
apply  UJ  the  credibility  of  men  who  make  assertions  or  who  sign 
invoices  with  regard  to  the  value  of  commercial  commodities  that 
they  bring  in. 

The  Chairman.  Is  it  not  true  that  the  imdervaluation  is  most 
common  in  articles  of  higher  value  and  largely  noncompetitiv.e  com- 
modities ? 

Conomissioner  Page.  Not  necessarily,  Senator.  I  think,  perhaps^^x 
undervaluation  would  be  rather  more  likely  to  succeed  in  tne  cases  ; 
of  ^oods  that  are  noncompetitive,  for  the  reason  that  there  would  be 
litUe  inducement  on  the  part  of  any  interest  in  this  country  to  detect 
such  an  undervaluation.  But  many  articles  of  high  value  have  a 
more  stable  value  than  some  articles  whose  intrinsic  value  is  lower; 
that  is,  the  uncertainty  and  the  fluctuations  in  value  do  not  occur  in 
proportion  to  the  amount  of  value  of  the  article  involved. 

oenator  Reed.  I  do  not  want  to  interrupt  you,  but  I  would  like  to 
ask  this  question,  whether  it  is  not  true  that  goods  imported  from 
foreign  countries  are  ordinarily  bought  in  what  may  be  called  the 
open  market  in  the  foreign  country;  that  is  a  fact,  is  it  not? 

Commissioner  Page.  In  regard  to  the  great  staples  of  commerce,  • 
naturally  and  necessarily  that  is  true. 

Senator  Reed.  In  regard  to  anything  a  man  purchases  outside  of 
something  that  is  not  ordinarily  dealt  in,  a  man  goes  over  to  a  country 
or  has  his  agents  there  buy  goods,  and,  of  course,  he  buys  them  as 
cheaply  as  he  can.  But  in  a  way  and  in  a  very  practical  way  that 
price  must  be  related  to  the  conmion  price  prevailing  at  that  time 
m  that  country.     Would  not  that  be  true  ? 

Commissioner  Page.  In  general,  that  would  naturally  be  the  com- 
mercial practice. 

Senator  Reed.  So  that,  in  general,  when  this,  man  imports  the 
^oods  into  the  country  and  is  required  to  state  the  price  that  he  paid 
m  the  foreign  country,  you  have  a  fairly  good  index  to  what  the  value 
was  in  the  loreign  country  ? 

Commissioner  Page.  I  think  that  our  appraisers.  Senator,  have 
acquired  an  astuteness  and  a  body  of  information  with  regard  to 
foreign  values  that  enable  them  in  nearly  all  cases  to  appraise  imported 
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goods  at  their  actual  foreign  value.     The  commodities  which  are  in 
doubt  so  far  as  the  foreign  value  is  concerned  are  commodities  whose 
American  value  would  probably  likewise  be  in  doubt.     Take,   for 
instance,  oriental  rugs.     They  are  usually  not  what  you  have  indi- 
cated, but  thev  are  picked  up  nere  and  there  in  various  places  abroad, 
and  they  are  bought  frequently  as  individual  pieces  from  individual 
sellers,  and  a  special  bargain  is  made  with  regard  to  each  one.     That 
is  merely  a  bargain  between  the  buver  and  seller.     No  one  kno-ws 
except  those  two,  in  many  cases,  wnat  has  been  paid  for  the  ru^. 
When  that  rug  is  invoiced  to  the  United  States,  the  man  who  is  send- 
ing it  over  puts  on  it  probably  as  low  a  value  as  he  thinks  he  can  get 
away  with  m  the  appraisal  by  the  appraisers.     The  appraisers,  'w^'hen 
that  rug  arrives,  would  appraise  it  at  what,  in  their  judgment,  that 
rug  would  be  worth  in  the  country  from  which  it  came.     In  a  case 
of  that  kind  you  can  scarcely  say;  that  the  appraiser  has  knowledge 
that  is  infallible,  and,  of  course,  it  is  obvious  that  he  can  not  have 
accurate  and  infallible  knowledge  with  regard  to  those  things.     But 
in  a  general  way  he  would  know  what  a  Bokhara  rug  was  worth  in 
Constantinople,  if  it  were  of  certain  size  and  in  certain  cojidition: 
and  he  would  know  what  a  Baluchistan  or  any  of  those  other  oriental 
rugs  were  worth  in  the  markets  where  they  are  commonly  dealt  in 
in  the  Near  East;  and  in  that  way  he  makes  his  appraisal. 

Senator  Reed.  And  he  would  also  have  the  benefit,  in  a  particular 
shipment  of  rugs  that  came  in,  of  comparing  the  price  or  value  which 
the  importer  placed  upon  that  batch  of  rugs  with  the  price  that  had 
been  placed  by  a  large  number  of  other  importers,  so  that  if  the  value 
was  very  mucn  out  of  line  he  could  at  once  detect  it. 

Commissioner  Page.  He  would  be  apt  to  detect  any  very  great 
divergence  in  the  value  of  any  certain  importation  from  other  previous 
importations. 

oenator  Reed.  Let  us  take  this  question  of  oriental  rugs.  I  do 
not  want  to  dwell  on  it,  but  I  think  1  can  illustrate  the  point.     Sup- 

Eose  you  were  going  to  take  the  American  valuation  on  these  rugs, 
n  trying  to  arrive  at  the  American  valuation,  the  American  prices 
upon  those  rugs  varies  with  practically  every  dealer,  does  it  not  ? 

Commissioner  Page.  The  price  is  apt  to  vary  still  more  widely  with 
every  purchaser. 

Senator  Reed.  So  that  we  would  not  have  as  good  valuation  in 
that  instance,  if  we  took  the  American  valuation,  as  we  would  if  we 
took  the  foreign  valuation,  where  the  purchase  price  paid  would  be 
taken  into  account  and  where  all  other  shipments  from  abroad,  com- 
pelled to  go  through  the  hands  of  the  same  men,  would  be  used  for 
the  purpose  of  comparison. 

Commissioner  Page.  Of  course,  the  case  of  oriental  rugs,  Senator, 
is  an  extreme  and  very  exceptional  case. 

Senator  Reed.  That  is  the  reason  I  am  calling  attention  to  it. 

Commissioner  Page.  It  simply  illustrates  the  general  trend  of 
commerce. 

Senator  Reed.  I  am  speaking  of  it,  because  you  chose  it. 

Commissioner  Page.  Yes,  sir. 

Senator  Reed.  I  think  it  is  one  of  the  extreme  cases. 

Commissioner  Page.  There  is  no  comparable  American  product. 
This  bill  provides  that  duty  shall  be  assessed  on  the  value  of  com- 
parable   and    competitive    American    products.     We    have    many 
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products  which  compete  with  oriental  rugs.  Oriental  rugs  compete 
with  almost  *e very  floor  covering,  directly  or  indirectly,  but  m  a 
certain  sense  they  are  not  comparable,  any  more  than  a  work  of  art 
brought  from  abroad  would  be  comparable  with  any  that  have  a 
wholesale  value  in  this  country. 

Senator  Reed.  That  brings  me,  then,  to  another  question.  If  we 
are  to  fix  a  value  upon  imported  goods,  taking  into  consideration  the 
price  charged  for  American  goods  of  similar  character,,it  follows,  does 
It  not,  that  if  the  American  goods  are  pushed  up  in  price  then  on  the 
valuation  of  the  foreign  goods  there  is  a  corresponding  push  up  in 
price  ? 

Commissioner  Page.  Naturally,  for  dutiable  purposes. 

Senator  Reed.  And  if  there  was  a  combination  capable  of  con- 
trolling the  American  prices,  or  a  monopoly  controUmg  American 
prices,  then  every  time  that  combination  or  monopoly  saw  fit  to 
advance  the  price  of  a  product  it  would  thereby  advance  the  price 
of  these  competitive  products  coming  from  abroad  ? 

Conmiissioner  Page.  That  is  quite  obvious,  Senator,  just  as  the 
converse  of  it  is  equally  obvious,  namely,  that  the  incentive  to  lower 
prices  on  the  part  of  domestic  producers  would,  as  some  have  main- 
tained, be  reduced  by  reason  of  the  fact  that  the  lower  they  make 
their  prices  the  more  they  subject  themselves  to  foreign  competition. 

Senator  Reed.  I  agree,  of  course,  that  there  are  two  sides;  but 
have  you  ever  heard  of  a  combination  in  America  to  reduce  prices  ? 

Conunissioner  Page.  I  have  heard  of  many  combinations  of  pur- 
chasers looking  toward  the  reduction  of  prices. 

Senator  Simmons.  The  prices  of  things  they  have  to  buy? 

Commissioner  Page.  Yes,  sir. 

Senator  Simmons.  But  j^ou  never  heard  of  a  combination  to  reduce 
prices  of  things  that  combination  produces,  have  you  ? 

Conunissioner  Page.  I  have  never  heard  of  that. 

Senator  Smoot.  During  the  war  there  has  been  very  little  under- 
valuation, not  nearly  as  many  cases  as  before  the  war? 

Conunissioner  Page.  That  is  very  probably  true.  Senator,  but  we 
are  almost  entirely  in  the  dark  when  we  talk  about  the  amount  of 
undervaluation. 

Senator  Smoot.  I  did  not  say  the  amount,  I  said  the  nxmiber  of 
cases. 

Further,  now  that  there  is  such  a  wide  discrepancy  in  the  exchanges 
of  countries,  do  you  not  think  there  will  be  a  tendency  in  the  future 
more  than  in  the  past  to  undervalue  goods  coming  from  abroad  into 
this  country  ? 

Conunissioner  Page.  I  am  inclined  to  think  not,  Senator,  for  the 
reason  that  the  desperate  needs  of  the  people  of  those  countries 
abroad  will  compel  them  to  sell  their  export  goods  at  as  high  a  price 
as  it  is  possible  for  them  to  get.  Of  course,  their  first  need  is  to  sell — 
to  sell  at  almost  any  price — but  instead  of  undervaluing  and  instead 
of  (lumping  and  instead  of  trying  to  sell  at  a  low  price,  1  think  there 
\vill  be  every  effort  made  to  sell  at  as  high  a  price  as  possible;  and  I 
think  that  for  the  psychological  effect,  in  part,  there  will  be  an  attempt 
made  by  these  countries  with  a  low  exchange  to  show  that  their 
trade  with  foreign  countries  is  increasing  and  that  the  values  are 
going  up. 
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Senator  McLean.  They  would  want  to  get  them  thsough  the  cus- 
tomhouse at  as  low  a  price  as  possible  ? 

Commissioner  Page.  Natur^y,  and  always  have. 

Senator  McLean.  After  they  nave  succeeded  in  paying  the  duty, 
there  would  be  no  disposition  to  keep  the  price  down,  but  mere  would 
be  an  incentive  to  lower  the  value  for  dutiable  purposes  ? 

Commissioner  Page.  I  think  so. 

Senator  Reed.  You  know,  do  you  not,  Mr.  Page,  that  in  some  of 
the  coimtries  of  Eiux)pe  the  government  itself,  either  directly  or 
through  some  agency,  nas  fixed  the  export  price  far  in  advance  of 
the  local  selling  price  ? 

Commissioner  r age.  Do  you  know  of  any  country  except  Germany- 
in  which  that  attempt  has  been  made  ? 

Senator  Reed.  I  have  only  heard  of  the  instance  of  Germany.  I 
was  asking  you,  because  I  thought  you  could  clear  it  up. 

Commissioner  Page.  That  is  the  only  country  I  know  of  where 
an  attempt  has  been  made  to  do  that,  and  the  success  of  the  attempt 
in  Germany  appears  to  be  very  doubtful.  There  have  been  measures 
proposed  and  nominally  adopted,  but  the  administration  of  those 
measures  appears  to  have  been  attended  with  ^eat  irregularity  and 
uncertainty.  To  what  extent,  therefore,  they  nave  been  effective  is 
unknown. 

Senator  Smoot.  Before  the  war  the  practice  was  to  seU  cheaper 
for  exportation  than  in  their  own  country. 

Commissioner  Page.  Naturally. 

Senator  McLean.  I  should  like  to  have  Mr.  Page  give  his  opinion 
as  to  the  advisability  of  this  American  valuation  plan  as  a  whole. 

The  Chairman.  I  think  if  we  could  get  down  to  a  concrete  state- 
ment it  would  be  much  better  than  this  running  discussion. 

Senator  Simmons.  I  think  we  ought  to  have  a  concrete  statement, 
but  I  think  we  ought  to  have  f  uJJ  liberty  here  to  investigate  all  phases 
of  the  matter. 

The  Chairman.  There  is  no  doubt  of  that.  It  is  a  very  important 
question,  the  most  important  in  the  bill,  and  there  ought  to  be  the 
fullest  opporttmity  for  investigation.  The  Chair  does  not  desire  to 
interfere,  and  has  no  power  to  mterfere  if  he  wanted  to. 

Senator  McCumber.  I  would  like  to  ask  Mr.  Page  one  question 
along  this  line. 

Recognizing  the  fact  that  the  cost  of  production  in  the  United 
States  K)r  the  last  few  years  has 'been  excessively  high,  I  would  like 
to  have  vour  jud^ent  as  to  whether  an  American  valuation  would 
not  in  aU  prooability  tend  to  maintain  the  high  cost  of  production 
in  the  United  States  ? 

Senator  Reed.  You  mean  to  say  **high  prices,"  do  you  not? 

Senator  McCumber.  No;  I  mean  the  high  cost  of  production.  In 
other  words,  if  we  make  our  ad  valorem  duty  upon  the  American 
valuation,  would  not  that  valuation  continue  high  and  would  not 
those  who  produce  in  the  manufacturing  lines  follow  about  the  rule 
of  the  cost-plus  system  in  making  contracts  and  keep  the  prices  up 
without  any  attempt  to  lower  them  ? 

Senator  Reed.  That  is  what  I  tried  to  point  out,  the  difference 
between  the  price  and  the  cost  of  production. 

Senator  M!cCumber.  I  want  to  get  something  concrete  on  it, 
because  it  is  a  matter  that  bothers  me,  I  confess. 
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Commissioner  Page.  Senator,  it  is  almost  impossible  to  base 
legislation  upon  the  cost  of  production,  either  in  this  country  or 
abroad.  There  is  scarcely  any  will-o'-the-wisp  that  is  more  evasive 
and  more  difficult  to  reach  tnan  what  we  have  in  mind  when  we 
speak  of  cost  of  production.  An  effort  to  get  the  cost  of  production, 
even  in  this  country,  results  usually  in  so  many  arbitrary  allotments 
of  expenditures,  in  so  many  purely  estimated  results,  that  it  is  almost 
impossible,  except  in  the  case  of  certain  special  products,  to  ^et  the 
cost  of  production  with  certainty.  Naturally,  that  difficulty  is  even 
greater  when  we  speak  of  the  cost  of  production  abroad.  To  get 
m  actual  dollars  and  cents  what  it  costs  to  produce  a  commodity  in  a 
foreign  country  is  almost  impossible,  except  by  accident. 

Senator  McCumbbb.  We  know  in  a  general  way  that  the  cost  of 
materials  that  go  into  manufactured  products  has  greatly  increased. 

Commissioner  Page.  Yes,  sir. 

Senator  McCumbeb.  We  also  know  that  the  cost  of  labor  has 
increased. 

Commissioner  Page.  Yes,  sir. 

Senator  McCumbeb.  We  also  know  that,  at  least  up  to  the  present 
time,  the  efficiency  of  labor  has  decreased,  compared  with  what  it 
was  before  the  war. 

Commissioner  Page.  Yes,  sir. 

Senator  McCumbeb.  And  the  natural  consequence  is  to  vastly 
increase  the  cost  of  production,  and  that  means  a  very  much  higher 
price  for  each  commodity. 

Commissioner  Page.  Yes,  sir. 

Senator  McCumbeb.  Would  not  the  effect  of  this  American  valua- 
tion tend  to  maintam  that  very  high  cost  of  production,  carrying 
with  it  a  higher  price  of  commoditi^?  .  / 

Commissioner  Page.  Your  question,  as  I  understand  it,  is  similar 
in  nature  to  the  question  from  the  other  end  of  the  table  a  moment 
ago,  with  regard  to  the  removal  of  the  incentive  to  lower  costs. 
When  you  lower  costs  or  lower  values,  you  are  opening  the  wav  to 
a  keener  and  more  active  competition  from  foreign  countries.  Does 
that  answer  your  question.  Senator? 

Senator  McCumbeb.  If  the  tendency  would  be  to  keep  the  prices 
up,  in  your  opinion.    I  am  trying  to  get  your  opinion. 

Commissioner  Page.  The  inducements  to  lower  prices  would  be 
lessened.  I  believe  that  in  most  cases  domestic  competition  would 
be  sufficient  to  induce  producers  to  sell  their  products  for  as  low  a 
price  as  they  can,  with  a  reasonable  mai^in  of  profit.  In  nearly 
all  of  our  staple  products  that  would  be  true.     It  is  domestic  com- 

Eetition  with  most  of  our  producers  which  will  keep  our  prices  down. 
[1  some  cases  the  fear  of  foreign  competition  naturally  will  have  an 
additional  influence. 

Senator  McCumbeb.  But  with  this  ad  valorem  and  the  American 
valuation,  there  would  be  far  less  incentive  on  the  part  of  manu- 
facturers to  lower  the  cost  of  production,  would  there  not  1 

Commissioner  Page.  I  do  not  think  there  would  be  less  incentive 
to  lower  the  cost  of  production.  I  think  every  producer  would 
constantly  strive  as  far  as  is  within  his  power  to  lower  his  cost  of 
production.  There  would  be  less  inducement  for  him  to  lower  the 
price  at  which  he  sells  his  product.     He  would  lower  his  cost  of  pro- 
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duction  always  and  inevitably,  in  order  that  the  difference  between 
his  cost  and  selling  price  may  be  widened. 

Senator  McCumber.  If  he  does  not  have  to  lower  his  selling 
price,  would  there  not  be  less  incentive  for  him  to  lower  the  cost 
of  production  ? 

Commissioner  Page.  Perhaps  we  might  say  there  would  be  less 
compulsion  upon  him  to  lower  his  cost,  but  the  incentive  would 
remain. 

Senator  Smoot.  On  a  falling  market,  not  only  in  foreign  countries, 
but  in  America  as  well,  a  thing  like  that  could  not  happen,  could  it? 

Commissioner  Page.  Not  very  well,  Senator. 

Senator  Smoot.  It  would  be  impossible. 

Senator  Reed.  Well,  just  to  clear  it  up,  while  there  might  not 
be  the  incentive  to  lower  the  cost  of  production,  because  that  is 
already  taken  care  of  by  the  desire  of  the  man  to  produce  goods  as 
cheaply  as  he  can  and  make  as  much  profit  as  he  can,  it  is  neverthe- 
less true  that  the  system  suggested  would  have  a  tendency  to  remove 
the  incentive  or  necessity  for  lowering  the  price. 

Commissioner  Page.  Yes,  Senator  Keed. 

The  Chairman.  Now,  Mr.  Page,  will  you  proceed  with  any  further 
statement  you  desire  to  make  to  the  committee  ? 

Senator  Simmons.  Mr.  Page,  before  you  leave  that,  I  want  to  ask 
you  just  one  question.  Does  this  American  valuation,  or  does  not 
this  American  valuation  plan  involve  a  tax  upon  a  tax  ? 

Commissioner  Page.  To  the  extent  that  tne  American  valuation 
is  presumed  to  be  the  value  abroad,  plus  the  duty  ? 

Senator  Simmons.  Yes. 

Commissioner  Page.  Not  necessarily,  Senator,  when  you  make  the 
American  value  the  value  of  goods  that  are  already  produced  in  the 
United  States,  the  value  at  wiich  they  are  disposed  of  at  wholesale. 
That  value  is  supposed  to  contain  no  duty  in  it. 

Senator  Simmons.  In  ascertaining  the  value  of  American  products 
would  you  not  have  to  necessarily  include  in  that  any  value  that 
had  been  added  to  that  product,  to  the  price  of  that  product,  so 
increasing  the  price  of  that  product,  by  reason  of  the  fact  that  a 
dutv  is  imposed  upon  the  foreign  product  ? 

Commissioner  Page.  You  are  asking  a  question.  Senator,  that  a 
reading  of  the  pending  bill  does  not  enable  me  to  answer;  that  is, 
you  are  asking  how  the  appraisers  are  going  to  ascertain  that  American 
value. 

Senator  Simmons.  Let  me  put  it  more  clearly.  Suppose  a  new 
duty  is  placed  upon  some  product  produced  in  America  to  a  large 
extent  ? 

Commissioner  Page.  Yes,  sir. 

Senator  Simmons.  The  American  manufacturer,  by  reason  of  the 
fact  that  that  duty  upon  his  foreign  competitor  has  been  increased, 
would  naturally  increase  the  price  of  his  product  ? 

Commissioner  Page.  Provided  that  it  was  foreign  competition, 
rather  than  domestic  competition,  that  kept  it  down. 

Senator  Simmons.  That  is  what  the  tariff  is  said  to  be  for,  to  pro- 
tect against  foreign  competition. 

Commissioner  Fage.  In  many  cases  that  is  exactly  what  would 
happen. 
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Senator  Simmons.  That  means^  if  it  means  anything,  that  the  price 
in  America  has  been  brought  down  in  the  absence  of  a  duty  to  the 

{>riee  abroad.  If  the  American  article  needs  protection  against  a 
oreign  article,  it  means  the  foreign  competition  has  pulled  the  Ameri- 
can price  down  to  the  level  of  the  foreim  price.  Now,  suppose *you 
put  a  duty  upon  the  foreign  article,  would  not  the  American  producer 
take  advantage  of  that  and  increase  his  price  accordingly,  and  when 
the  next  consignment  of  foreign  goods  comes  the  American  price 
would  be  enhanced  by  reason  of  the  duty,  and  the  foreign  article 
would  be  also  raised  up  to  the  same  level,  for  the  purpose  of  valuation  ? 

Commissioner  Page.  Yes,  sir;  that  is  one  of  the  arguments. 

Senator  Simmons.  Is  not  that  a  tax  upon  a  tax  ? 

Commissioner  Page.  That  was  one  of  the  arguments  that  was 
used  against  the  American  valuation  in  the  middle  of  the  nineteenth 
century. 

Senator  Simmons.  It  has  been  used  against  it  in  this  century,  has 
it  not  ? 

Commissioner  Page.  Naturally,  and  obviously,  and  necessarily, 
Senator,  that  would  be  the  case. 

Senator  Smoot.  You  do  not  mean  to  sav  if  there  was  a  duty  on  a 
piece  of  cotton  cloth  of  20  per  cent  to  fina  the  cost  of  the  American 
manufacturer  of  making  that  same  cloth  for  x^merican  valuation  that 
20  per  cent  is  added  to  the  cost  of  that  article  i  You  do  not  mean 
to  say  this  bill  provides  that,  do  you  ? 

Commissioner  Page.  We  are  not  speaking  of  costs,  as  I  under- 
stand it. 

Senator  Smoot.  That  is  what  the  Senator  was  talking  about. 

Senator  Simmons.  I  was  not  talking  about  cost  at  all;  I  was  talking 
about  price. 

Senator  Smoot.  Nobody  ever  denied  duty  is  added  to  the  foreign 
price. 

Senator  Simmons.  The  effect  of  the  duty  is  to  raise  the  American 
price. 

Commissioner  Page.  As  I  understand  vSenator  Smooths  question, 
it  might  be  illustrated  in  this  way 

vSenator  Simmons.  The  American  value  raises  the  value  upon  which 
a  tax  has  to  be  paid  and  to  that  extent  it  is  a  tax  upon  a  tax. 

Senator  Smoot.  Not  a  tax  upon  American  goods.  If  there  is  a 
tax  upon  a  tax,  it  is  imposed  upon  foreign  goods. 

Commissioner  Page.  Let  me  see  if  I  can  not  get  that  a  little  clearer 
by  an  illustration,  Senator. 

Senator  Simmons.  It  is  not  a  tax  upon  the  cost.  What  it  is,  is  a 
tax  upon  the  valuation  of  foreign  goods  based  upon  the  selling  price 
of  American  goods. 

Senator  Smoot.  The  wholesale  price. 

Senator  Simmons.  Goods  of  like  character  or  comparably  so. 

Commissioner  Page.  Let  us  take  an  illustration  and  see  if  we  can 
not  understand  more  precisely  what  the  Senator^s  question  is. 

There  is  a  certain  variety  of  cotton  cloth — you  referred  to  that  a 
moment  ago — made  in  this  countiy,  known  as  Venetian,  which  you 
are  probably  acquainted  with.  It  is  also  made  in  England.  A 
report  of  the  Tariif  Commission  about  two  vears  ago  showed  that  the 
price  of  that  American  cotton  cloth  had  fallen  fairly  close  to  the  price 
m  America  of  that  English  Venetian  that  was  imported  over  here. 
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Senator  Simmons.  That  means  the  price  plus  the  duty  ? 

Commissioner  Page.  That  means  the  price,  plus  the  3utv.  That 
Venetian  pays  a  certain  rate  of  duty  under  the  Underwooa  law.  I 
assume  that  under  this  pending  act  the  duty  would  be  raised;  that 
that'EngUsh  cotton  Venetian  would  be  sold  in  this  country  at  a  higher 
price  than  it  was  sold  before  the  passage  of  this  act,  because  of  a 
nigher  rate  of  duty.  The  natural  tendency  of  American  manu- 
facturers would  be  to  likewise  raise  their  price,  because  they  no  longer 
have  the  fear  of  competition  from  the  English  product  at  the  price 
at  which  it  came  over  before.  Therefore,  oy  reason  of  the  increase 
in  duty  on  that  American  valuation,  it  would  increase  the  price  of 
comparable  and  competitive  American  products.  In  that  sense, 
I  take  it,  Senator  Simmons  means  we  are  paying  a  tax  upon  a  tax. 

Senator  Simmons.  That  is  it  exactly. 

Senator  Smoot.  I  agree  with  you  in  that  statement.  Your  state- 
ment is  correct,  but  during  the  war  times  there  was  very  little  com- 
petition. Now  competition  comes  in,  and  we  are  going  to  claim  and 
the  American  maniifacturers  are  going  to  claim,  and  I  think  the 
American  people  are  going  to  believe,  that  the  competition  will  be 
great  and  will  require  more  duty  than  there  is  in  the  Underwood  bill, 
particularly  with  the  exchanges  against  it  as  they  are.  I  think  there 
IS  no  doubt  about  that. 

Senator  Simmons.  Now,  you  say  that  raising  the  tariff  upon  an 
article  upon  which  there  is  sharp  competition  between  American  and 
foreijgn  producers  would  necessarily  and  in  all  probability  result  in 
the  increase  in  the  price  in  America  to  the  extent  of  the  duty,  or 
approximately  the  extent  of  the  duty. 

Commissioner  Page.  Unless,  as  Senator  Smoot  suggested,  domestic 
competition  influenced  the  price. 

Senator  Simmons.  You  can  answer  that  after  I  get  through. 

Commissioner  Page.  Pardon  me. 

Senator  Simmons.  The  effect  of  that  you  say  would  be,  of  course, 
to  increase  the  valuation  placed  upon  the  foreign  product  for  taxation. 
Now,  suppose  that  is  increased  in  this  way,  but  the  foreign  products 
still  continue  to  come  in,  and  the  American  who  desires  to  meet  that 
competition  raises  his  price,  arbitrarily,  we  will  sav.  That  arbitrary 
raise  has  to  be  added  to  the  foreign  valuation,  and  that  can  go  on  at 
the  will  of  the  American  producer  until  he  has  reached  the  embargo 
point,  can  it  not  ? 

Commissioner  Page.  Theoretically,  at  least,  Senator;  yes,  sir. 

Senator  Simmons.  Well,  you  say  '^theoretically."  You  mean  by 
that  if  the  producers  in  this  coimtry  can  come  together  and  have  an 
understanding ?     That  is  what  jou  mean  by  '*  theoretically''  ? 

Commissioner  Page.  Not  quite,  because  in  making  these  increases 
they  necessarily  would  be  smaller  each  one  than  the  one  before,  and 
would  diminish  rather  rapidly  until  they  became  so  very  small  as  to 
be  negligible.  There  is  a  limit  to  that  which  common  sense  would 
fix,  of  the  amoimt  by  which  the  duty  would  increase  the  American 
value.  If,  for  example,  the  duty  on  Venetian  were  raised,  we  will 
say,  10  cents  a  yard,  then  the  American  value  would  increase  under 
our  supposed  case  about  10  cents  a  yard.  Then  there  would  be  an 
additional  duty^  on  that  American  valuation,  if  it  is  an  ad  valorem 
duty,  equivalent  to  10  cents  in  the  first  place,  but  there  would  not  be 
the  full  amount  put  on  in  the  first  place,  because  the  cloth  inste  d  of 
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selling  for  50  cents  sells  for  60  cents,  which  is  an  increase,  but  only  an 
increase  of  20  per  cent. 

Senator  Simmons.  He  can  increase  the  domestic  price  until  he  has 
produced  a  situation'that  will  prevent  further  competition.  He  can 
undoubtedly,  by  pursuing  that  process,  continue  gradually  to  increase 
the  duty  imposed  iipon  that  competitive  article. 

Senator  Smoot.  If  Congress  does  it. 

Commissioner  Page.  Yes,  sir. 

Senator  Simmons.  In  this  country,  anv  article  that  is  monopolized, 
or  any  article  the  price  of  which  is  nxed  oy  a  monopoly,  as  in  the  case 
of  gasoline,  it  is  an  easy  matter  for  that  industry  to  act  in  concert  in 
the  matter  of  jBxing  prices,  and  it  would  be  an  easy  matter  for  them  to 
raise  the  price  constantly  until  they  have  increased  the  valuation  of 
the  competitive  article  to  a  point  that  the  tax  would  be  prohibitive. 

Commissioner  Page.  I  think  not  so  far  as  that.  Senator. 

Senator  Simmons.  It  would  come  to  a  point  where  it  would  be 
excessive,  would  it  not? 

Commissioner  Page.  With  a  much  heavier  tax  than  Congress 
originally  intended. 

Senator  Simmons.  And  by  that  process  you  put  in  the  hands  of  the 
producers  of  this  country  the  opportunity  and  the  privilege  of  in- 
creasing their  tax  at  will. 

Senator  Reed.  Increasing  their  own  protection. 

Senator  Simmons.  Increasing  their  own  protection. 

Senator  Smoot.  If  they  did  not  have  any  competition. 

Commissioner  Page.  Yes;  up  to  a  certain  point.  Senator,  that  is 
true. 

Senator  Simmons.  I  would  like  to  know  up  to  what  point. 

Commissioner  Page.  That  could  not  be  told. 

Senator  Simmons.  This  is  the  first  time  in  the  history  of  this 
country  it  has  been  proposed  to  place  in  the  hands  of  the  American 
manufacturer  the  arbitrary  and  unrestrained  privilege  of  increasing 
hisprotection  against  competition. 

Commissioner  Page.  Yes,  sir:  practically. 

Senator  Simmons.  Through  tne  law;  not  through  unlawful  action 
on  his  part,  but  by  lawful  action  on  his  part.     Is  not  that  so  ? 

The  Chairman.  It  has  reached  the  point  where  people  would  not 
buy  his  product. 

Senator  Reed.  I  want  to  treat  this  question,  Mr.  Page,  in  a  little 
simpler  way  if  I  can. 

Let  us  assume  that  the  tariff  upon  an  article  is  50  per  cent  at  present 
on  the  foreign  valuation.  Let  us  take  an  article  that  is  worth  $100 
here,  but  worth  $70  abroad,  and  that  a  tariff  of  50  per  cent,  based  on 
the  foreign  valuation,  is  added.  That  article,  then,  would  cost  here — 
$70  being  the  foreign  price  and  $35  being  the  tariff — a  total  of  $105. 
It  would  be  sold,  then,  in  competition  with  an  article  which  had 
ori^nally  been  $100  in  this  country,  the  citizen  of  the  United  States 
having  the  advantage  because  of  this  50  per  cent  tariff.  That  is 
correct,  is  it  not,  that  far  ? 

Commissioner  Page.  It  is. 

Senator  Reed.  Suppose  that  instead  of  taking  a  foreign  valuation 
and  allowing  the  tarifi  to  stand  exactly  where  it  was,  we  levy  50  per 
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these  different  foreign  countries.  It  would,  however,  be  only  a 
mitigation,  and  a  temporary  mitigation,  of  the  trouble.  The  ex- 
changes can  never  be  stabilized  until  conmierce  itself  is  stabilized ; 
and  what  the  world  is  suffering;  for  now  more  than  for  anything 
else  is  some  stabilization  in  production  and  prices  and  trade. 

That  is  the  great  argument  in  favor  of  American  valuation,  that 
is,  that  it  will  remedy,  to  some  extent,  at  any  rate,  this  difficulty 
in  foreign  exchanges. 

Senator  McCumber.  Irrespective  of  the  exchange,  take  an  ar- 
ticle that  Japan  can  produce,  sav,  for  20  cents,  Itdy  can  produce 
for  30  cents,  and  France  can  produce  for  50  oente,  without  reference 
to  the  exchange.  Even  under  a  stabilized  exchange  would  it  not 
be  better,  if  it  were  possible,  that  we  should  charge  me  same  against 
the  goods  of  each  one  of  these  countries  ? 

Commissioner  Page.  Senator  McCumber,  I  think  that  is  true; 
and  for  that  reason  I  think  that  a  system  of  specific  duties  always 
works  better  than  any  possible  system  of  ad  valorem  duties  where  a 
system  of  specific  duties  is  possible. 

Senator  McCumbek.  I  think  we  all  a^ee  to  that. 

Commissioner  Page.  It  is  true  that  m  that  case  you  are  penaliz- 
ing a  country  for  certain  advantages  which  it  may  nave  in  produc- 
tion, if  you  tax  it  as  highly  as  you  would  tax  a  country  that  does 
not  have  those  advantages. 

It  is  likewise  true  that  you  are  penalizing  the  American  consumer 
if  you  compel  him  to  purchase  imder  the  same  tax  his  goods  in  a 
country  of  nigh  production  as  in  a  country  of  low  production. 

There  are  those  two  considerations  that  of  course  the  statesman 
must  not  leave  out  of  account  in  consideiing  the  tariff;  but  those 
are  considerations  that  I  am  sure  aU  the  menioers  of  this  committee 
have  in  mmd. 

Senator  McCumbeb.  He  could  still  buy  the  Japanese  article 
instead  of  purchasing  the  French  article,  and  buy  it  very  much 
more  cheaply,  but  he  would  have  to  pay  the  same  duty. 

Commissioner  Page.  He  would  have  to  pay  the  same  duty. 

Senator  McCumbeb.  If  we  had  an  American  valuation.  It 
seems  to  me  that  is  the  strong  argument  in  its  favor. 

Commissioner  Page.  That  is  the  strongest  of  all  arguments. 

I  think  attention  was  called  to  that  fact  by  Secretary  Hoover  in 
his  testimony  before  the  committee  on  Ways  and  Means.  If  I 
remember  his  testimony  correctly,  he  said  that  the  situation  as  to 
exchanges,  in  his  judgment,  was  the  only  argument  that  could 
justify  this  proposed  change  of  basis  for  the  valuation  of  imports. 

Senator  Keed.  I  either  misapprehended  the  purport  of  Senator 
McCumber's  question,  or  it  seems  to  me  that  your  answer  was  just 
opposite  to  what  you  might  have  intended  it  to  be.  I  want  to  clear 
it  up,  because  we  desire  to  have  it  clear  in  the  record. 

Inere  are  different  costs  of  production  in  foreign  countries,  and 
if  we  levy  a  tariff  based  upon  American  valuation,  it  is  true,  then, 
that  all  of  those  goods  coming  to  this  coxmtry  would  bear  the  same 
dutv  at  our  gates! 

CJommissioner  Page.  Yes,  Senator. 

Senator  Reed.  But  that  would  not  prevent  the  purchaser  in  the 
United  States  from  buying  in  the  cheap  country  in  preference  to  the 
dearer  country,  would  it  ? 
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Commissioner  Page.  It  would  reduce  the  incentive  somewhat, 
because  it  would  reduce  the  profit  that  he  must  make  by  buying  in 
the  cheaper  country  when  his  tax  is  increased  on  that  purchase. 

Senator  Reed.  But  it  would  still  drive  him  all  the  closer  to  the 
cheapest  market,  because  while  he  would  not  make  as  much,  he 
would  still  reduce  his  price  that  much.     That  is  true,  is  it  not? 

Commissioner  Page.  Yes,  sir. 

Senator  Reed.  Is  not  this  true  ?  Let  us  assume,  for  illustration,  in 
order  to  make  it  plainer  if  I  can,  that  an  article  is  produced  for  10 
cents  in  Japan,  20  cents  in  Germany,  30  cents  in  France  and  40  cents 
in  England  and  50  cents  here.  The  tariff  upon  that  article  from  all 
of  those  countries  is  the  same;  that  is  to  say,  it  is  made,  we  will  say, 
a  50  per  cent  tariff  on  the  American  valuation.  In  that  case  the 
Japanese,  producing  for  10  cents,  will  deliver  here  at  35  cents.  The 
Englishman  producing  at  40  cents  and  paying  a  tariff  of  25  cents 
on  the  American  valuation  could  not  sell  here  at  all.  But  you  still 
have  the  same  advantage  to  the  cheaj)  producing  coimtry,  and  your 
tariff  might  shut  out  of  that  valuation  England  and  France  and 
might  admit  Japan  or  possibly  Germany. 

Senator  McCumber.  i  ou  would  not  say  it  was  the  same  advantage. 
You  would  still  have  an  advantage  in  lavor  of  the  cheap  country, 
but  the  American  valuation  would  make  the  same  tax  that  the 
Japane^  manufacturer  would  have  to  pay 

Senator  Reed.  No,  Senator;  you  are  thinking  about  one  thing  and 
I  am  thinking  about  another.  A  tariff  laid  upon  the  American 
valuation  might  be  entirely  prohibitive  as  against  the  countries  of 
high-cost  production  and  might  not  shut  out  the  countries  of  low-cost 
production. 

That  is  a  phase  of  it  that  I  think  is  worthy  of  consideration. 

Senator  Simmons.  Yes.  Take  the  case  of  the  peanut.  Say  that 
it  cost  a  dollar  a  bushel  to  produce  peanuts  in  this  country.  They 
sell  in  this  country  for  much  more.  I  take  it  from  what  Senator 
McCumber  said  and  according  to  the  statement  a  little  while  ago, 
probably  it  would  cost  but  25  cents  to  produce  them  here. 

Tlie  Chairman.  I  can  not  hear  you,  Senator. 

Senator  Simmons.  I  can  not  help  it.  I  am  talking  in  an  ordinary 
tone  of  voice.     I  will  try  to  raise  it. 

The  margin  between  the  cost  here  and  there  is  so  great  that  any 
duty  that  would  exclude  the  Japanese  product  would  have  to  be  an 
excessive  duty;  and  that  is  true  as  to  the  product  of  any  country  in 
Europe  that  has  a  high  wage  scale  and  production  cost. 

Commissioner  Page.  Necessarily  that  is  true.  Senator. 

Senator  Simmons.  The  point  I  was  endeavoring  to  make  was  tliat 
this  American  valuation  would  not  very  materially  change  the 
situation. 

Commissioner  Page.  The  American  valuation.  Senator,  would 
put  the  same  duty  upon  goods  whether  they  came  from  a  country  of 
nigh-cost  or  of  low-cost  production.  Whether  it  excludes  the  goods 
from  the  country  of  lugh-cost  production  altogether  depends  upon 
the  rate.  It  does  not  depend  upon  the  basis  of  valuation,  but  upon 
the  rate. 

Senator  Simmons.  And  to  reach  the  case  hke  Japan,  that  we  were 
just  talking  about,  the  rate  would  have  to  be  an  excessive  rate  ? 
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Commissioner  Page.  The  rate  would  have  to  be  a  high  rate  if  it  is 
to  keep  out  goods  from  a  country  of  that  kind. 

Senator  Smoot.  But  the  difference  would  not  be  as  great  under  an 
American  valuation  as  under  the  law  existing  to-day  ? 

Commissioner  Page.  In  that  respect,  Senator  Smoot,  the  American 
valuation  plan  would  work  much  the  same  as  a  specific  duty. 

I  have  mentioned,  Mr.  Chairman,  what  in  my  judgment  is  the  great 
argument  in  favor  of  American  valuation,  the  one  which  I  think 
requires  more  careful  consideration  than  any  other.  With  your  per- 
mission I  will  noAv  mention  what,  in  my  judgment,  is  the  greatest 
argument  against  American  valuation. 

The  Chairman.  Go  ahead. 

Senator  Simmons.  Before  you  go  to  the  greatest  argument  against 
it,  let  me  ask  you  this:  You  said  a  little  while  ago  that  on  account  of 
the  fluctuations  in  the  rates  of  exchange  in  different  countries  this 
problem  was  a  very  difficult  one  to  deal  with  upon  the  present  basis 
ot  valuation.  But  that  difficulty  would  be  removed  by  adopting  an 
American  basis  of  valuation  ? 

Commissioner  Pacte.  It  would  not  be  altogether  removed.  Senator; 
it  w^ould  be  ameliorated. 

Senator  Simmons.  Very  greatly  ameliorated.  I  am  going  to  ask 
you  this  by  way  of  inquiry:  Would  not  that  objective  be  reached  by 
ascertaining  the  cost  of  the  product,  a  given  product  which  is  im- 
ported into  this  country,  the  cost  of  that  proauct  in  the  market  of 
nighest  value,  and  making  that  the  standard  value  for  the  imposition 
of  duties  ? 

Commissioner  Page.  By  that  do  you  mean  the  cost  of  production  i 

vSenator  Simmons.  An  article  is  sold  in  Germany  at  one  price  by 
reason  of  this  fluctuation  in  exchange.  In  England  at  another  price, 
and  in  France  at  another  price.  If  you  w^ere  to  ascertain  the  highest 
price  obtaining  in  any  of  these  three  countries  and  apply  that  price 
as  the  valuation  to  be  placed  upon  the  article  bought  from  an^- 
country  and  imported  into  this  country  from  any  country — in  other 
\vords,  we  will  sav  that  a  certain  article  is  being  iniported  from 
three  countries — (jreat  Britain,  France,  and  Germany.  It  sells  for  25 
cents,  we  will  say,  in  Germany;  50  cents  in  France;  and  75  cents 
in  Great  Britain.  If  you  w^ere  to  adopt  the  highest  selling  price 
in  any  of  those  countries,  namely.  Great  Britain,  and  fix  that  as  the 
valuation  upon  w^hich  the  tax  is  to  be  levied,  would  you  not  avoid 
this  difficulty  that  you  have  spoken  of  grow-ing  out  of  the  fluctuation 
in  exchange  in  these  countries  that  have  been  ravaged  by  w'ar? 

Commissioner  Page.  No,  Senator;  I  think  not.  for  the  reason  that 
the  country  where  the  price  is  highest 

Senator  Simmons.  I  am  not  suggesting  anything;  I  am  just  makinsj 
the  inquiry. 

Commissioner  Page.  It  will  vary.  Sometimes  the  price  wull  be 
higher  in  England,  sometimes  it  will  be  higher  in  Germany,  and 
sometimes  it  will  be  higher  in  France. 

Senator  Simmons.  But  you  could  always  ascertain  in  which 
count ly  it  is  highest  and  adopt  that  as  the  standard  of  value  for 
imports  of  that  article  ? 

Commissioner  Page.  If  the  price  made  is  highest  from  some 
country  from  which  we  have  no  appreciable  imports 
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Senator  Smoot.  We  simply  go  one  step  further  and  take  the 
American  valuation. 

Commissioner  Page.  It  seems  to  me  it  would  inject  into  the 
matter  utter  confusion. 

Senator  Simmons.  I  am  asking"  if  it  would  not  avoid  that  diffi- 
culty. 

Commissioner  Page.  No;  I  think  not,  Senator. 

Senator  Reed.  Let  me  ask  you  one  question  before  you  go  into 
the  broad  statement  of  the  other  side  of  this  case. 

I  confess,  I  will  say  by  way  of  preliminary  to  my  question,  that  I 
do  not  imderstand  this  excnange  puzzle.  We  are  told  constantly 
that  by  reason  of  the  rate  of  exchange  there  is  a  difference  in  the 
value.  The  fact  is,  is  it  not,  that  the  reason  that  English  monev  is 
more  nearly  on  a  level  with  the  money  of  the  United  States  than 
with  the  money  of  any  other  country  is  because  their  money  is 
sound?  Their  ability  to  pay  is  more  secure?  That  is  the  reason, 
is  it  not  ? 

Commissioner  Page.  That  is  a  part  of  the  reason  and  the  chief 

Eart.  Another  reason  is  that  there  is  betweefti  England  and  the 
Tnited  States  more  trade  than  there  is  between  the  United  States 
and  these  other  countries.  Therefore  payments  are  made  more 
nearly  on  an  equality. 

Senator  Reed.  The  fact  is  that  the  German  mark  has  been  de- 
preciated by  the  issuance  of  vast  quantities  of  paper  money. 

Commissioner  Page.  Senator,  what  is  frequently  referred  to  as 
the  rate  of  exchange  by  the  press  and  bv  men  on  the  street  consists 
of  two  elements  at  the  present  time.  (3ne  is  the  genuine  difference 
in  exchange;  the  other  is  the  depreciation  of  these  foreign  currencies. 
When  we  speak  of  the  exchange  between  this  country  and  Germany 
we  usually  mean  the  number  of  German  marks  that  can  be  bought 
for  an  American  dollar.  You  buy  a  great  number  of  German  marks 
for  an  American  dollar  at  the  present  time  in  this  country,  for  two 
reasons 

Senator  Reed.  And  in  Germany. 

Commissioner  Page.  And  in  Germany — for  two  reasons.  One  is 
because  the  German  mark  is  a  paper  mark ;  the  other  is  because  the 
trade  between  this  countrv  ana  Uermany  has  been  so  one-sided,  so 
far  as  we  have  had  any,  ttat  the  Germans  are  far -more  in  need  of 
American  money  to  settle  accounts  over  here  than  we  are  in  need  of 
German  money  to  settle  accounts  over  there.  That  is  the  true 
exchange.  So  that  what  is  frequently  referred  to  as  exchange  is 
not  really  true  exchange,  but  it  is  a  matter  of  depreciation  of  the 
foreign  money. 

Senator  Reed.  Exactlv.  Now,  just  one  further  question  about 
that. 

The  fact  about  the  matter  is  that  if  Germany's  marks  were  all 
gold  marks,  then  the  rate  of  exchange  would  simply  represent  the 
cost  of  insurance  and  transportation  to  send  that  gold  to  this  countrv . 
and  that  would  be  a  very  small  thing,  would  it  not  ? 

Commissioner  Page.  Yes. 

Senator  Reed.  The  real  reason  for  this  wide  gap  between  the  value 
of  American  dollars  and  German  marks  is  found  in  the  German 
printing  press  ? 
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Commissioner  Page.  That  is  the  chief  reason,  so  long  as  the  Ger- 
mans have  no  gold  to  export.  Even  though  their  currency  were  on 
a  gold  basis  in  Germany,  if  they  have  not  the  gold  to  export,  the 
exchange  m^ht  still  be,  as  it  is  commonly  expressed,  greatly  against 
Germany.  The  exchange  can  be  equalized  either  by  the  transfer  of 
gold,  or  it  can  be  equalized  by  the  transport  of  commodities. 

Senator  Reed.  The  German  mark  having  gone  down  for  the  reason 
we  have  spoken  of,  the  result  is  that  prices  have  advanced  as  measured 
by  the  mark  in  Germany — very  greatly  advanced  ? 

Commissioner  Page.  They  have. 

Senator  Reed.  Would  not  this  whole  question  be  answered  if  you 
took  the  value  of  the  goods  in  these  various  countries  measured  by 
that  instead  of  by  an  American  valuation  of  the  goods  ?  I  mean  by 
that,  transmute  values  in  marks  into  dollars,  if,  for  instance,  a 
mark  is  only  worth  6  cents  ill  our  money  to-day  and  a  franc  is  worth 
8  or  9  cents,  and  if  you  were  to  take  the  foreign  market  as  the  basis 
for  your  figuring  and  ascertain  what  the  foreign  price  was,  if  it  was 
paid  for  in  money  that  was  reduced  to  the  equivalent  of  dollars,,  then 
the  whole  problem  would  be  solved,  would  it  not  ? 

Commissioner  Page.  Except  for  the  fact  that  the  value  of  those 
foreign  currencies  has  been  subject  to  rather  frequent  fluctuations. 

Senator  Reed.  The  American  market  is  not  stable  either,  is  it  ? 

Commissioner  Page.  No,  sir. 

Senator  Reed.  Mr.  Chairman,  I  suppose  we  will  have  to  go  to  the 
Senate  now. 

Senator  Simmons.  I  just  want  to  ask  one  question,  because  I  am 
afraid  I  did  not  make  myself  quite  clear  awhile  ago. 

You  have  stated  that  in  your  judgment  the  strong  argument,  the 
impelling  argument,  if  there  is  one  in  favor  of  the  American  valuation, 
is  the  exchange  situation. 

Commissioner  Page.  Yes,  Senator. 

Senator  Simmons.  It  is  perfectly  competent  for  this  Government 
to  proclaim  a  value  upon  foreign  imports,  is  it  not? 

Commissioner  Page.  Yes,  sir. 

Senator  Simmons.  It  is  very  easy  to  ascertain  the  highest  price  at 
which  any  given  article  sells  for  in  any  given  country  exporting  to 
this  country.  That  can  be  ascertained  from  the  books  in  the  custom- 
house? • 

Commissioner  Page.  It  can,  Senator. 

Senator  Simmons.  It  is  an  easy  matter  to  find  out  what  is  the 
highest  price.  If  that  highest  price  were  proclaimed  by  the  Govern- 
ment, would  you  not  avoid  the  exchange  trouble  and  would  you  not 
at  the  same  time  avoid  this  difficulty  that  you  are  lust  talking  about, 
growing  out  of  the  fact  that  under  the  American  valuation  the  Ameri- 
can producer  can,  by  raising  his  price,  affect  in  his  own  interest  the 
amount  of  tax  that  will  have  to  be  paid  upon  the  article  ? 

Commissioner  Page.  If  I  understand  your  question  correctly, 
Senator,  that  would  be  an  arbitrary  metnod  of  dealing  with  this 
ifituation. 

Senator  Simmons.  And  it  would  be  based  upon  the  highest  price 
at  which  that  article  is  imported  into  this  country  ? 

Commissioner  Page.  I  ^ould  like  to  call  your  attention  to  this, 
that  the  purchasing  power  of  these  foreign  currencies  in  the  United 
States  is  a  different  thing  from  the  purchasing  power  in  those 
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countries,  the  countries  of  issue.  The  German  mark  in  the  United 
States  is  worth  just  a  little  more  than  one-half  in  its  purchasing  power 
of  what  the  German  mark  is  worth  in  Germany. 

The  Chaibman.  Under  the  schedule  adopted  and  announced  relating 
to  these  hearings  and  the  consideration  of  the  valuation  matter  par- 
ticularly, the  committee  will  now  take  a  recess  until  half  past  2  o'clock 
this  afternoon,  when  a  meeting  until  5  o'clock  will  be  held  in  this 
room. 

(Whereupon,  at  12  o'dock  noon,  the  committee  took  a  recess  until 
2.30  o'clock  p.  m.) 

AFTER   RECESS. 

Senator  McCumber.  Mr.  Page,  will  you  resume  the  stand  ? 

STATEMENT  OF  HON.  THOMAS  WAIiKEB  PAGE,  CHAIRMAN  UNITED 

STATES  TABIFF  COMMISSION>-Continued. 

Senator  McCumber.  I  believe  when  we  adjourned  this  morning 
you  were  about  to  discuss  the  matter  from  the  standpoint  of  the 
objectors.  , 

Commissioner  Page.  I  would  hardly  use  the  expression  ''discuss" 
in  connection  with  the  remarks  that  I  was  makmg  this  morning. 
As  you  know,  I  am  here  merely  to  answer  questions  at  the  request 
of  tne  committee,  and  I  have  no  desire  to  enter  upon  a  discussion  of 
this  matter  anv  fiu'ther  than  it  is  involved  in  the  reply  to  specific 
questions  which  the  committee  might  want  to  ask  me  or  on  wnich  it 
might  be  possible  for  me  to  throw  some  light. 

As  the  questions  were  rather  miscellaneous  this  morning,  I  thought 
perhaps  I  would  like  to  call  your  attention  to  the  fact  that  the  decision 
as  to  the  adoption  of  this  measiure  will  depend,  in  large  measure, 
upon  the  relative  weight  that  you  give  to  two  considerations,  one  in 
favor  of  and  the  other  antagonistic  to  this  proposed  change. 

Senator  McCumber.  That  is  the  American  valuation? 

Commissioner  Page.  I  mentioned  this  morning  what,  in  my  judg- 
ment, appeared  to  be  the  chief  advantage  to  be  derived  from  this 
change,  i  may  add  this  afternoon  that  the  chief  objection,  so  far  as  I 
have  Deen  able  to  get  information  relevant  to  this  matter,  lies  in  its 
difficulty  of  enforcement.  It  is  entirely  uncertain  because  almost 
an  entirely  untried  method  of  assessing  duties. 

We  are  changing  the  basis  on  which  duties  are  to  be  assessed,  and 
it  is  humanly  impossible  to  predict  what  the  result  of  that  change  is 
going  to  be.  All  values  are  fluctuating,  as  is  universally  known 
Doth  abroad  and  in  this  country.  Heretofore  we  have  devoted  all 
our  efforts  to  the  ascertainment,  for  dutiable  purposes,  of  foreign 
values. 

Senator  Smoot.  May  I  interrupt  you  at  'this  point  ?  Don't  you 
think  it  is  just  as  easy  to  find  out  the  values  in  the  United  States, 
where  we  have  all  the  machinery,  as  it  is  to  find  the  valuations  of 
goods  in  foreign  countries  ? 

Commissioner  Page.  In  the  case  of  the  great  staples  of  commerce, 
that  is  undoubtedly  true. 

Senator  Smoot.  Ninety  per  cent  of  the  goods  manufactured  in  the 
United  States  are  in  that  class  ? 

Commissioner  Page.  I  would  not  venture  to  estimate  what  pro- 
portion is  manufactured  in  the  United  Statas,  but  it  is  practically  a 
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matter  of  ease  to  get  the  value  either  in  this  country  or  abroad  of  the 
great  staples  of  commerce. 

Senator  vSmoot.  Those  things  as  to  which  it  is  almost  impossible 
to  get  the  value  abroad  are  the  most  difficult,  or  will  bo  the  most 
difficult,  ones  to  secure  the  value  of  in  the  United  States  ? 

Conmiissioner  Page.  That  is  true  up  to  a  certain  point,  Senator^ 
but  there  are  many  things  that  are  imported  into  this  country  for  the 
reason  that  they  are  not  made  in  the  United  States,  and  there  are  no 
comparable  goods. 

This  bill  just  passed  by  the  House  provides  that  the  duty  shall  be 
assessed  on  the  value  of  comparable  and  competitive  goods  of  Amer- 
ican origin.  Many  of  our  imports  come,  in  large  measure,  for  the 
reason  that  the  domestic  products  are  not  quite  comparable  with 

Senator  Smoot.  Well,  the  bill  could  be  amended  so  as  to  take  care 
of  such  items,  could  it  not  ? 

Commissioner  Page.  There  is  a  provision  for  that. 

The  provision  is  that  these  goods  shall  be  dutiable  at  their  value  in 
the  United  States.  It  is  difficult  to  find  out  beforehand  what  their 
value  is.  The  matter  appears  to  be  viewed  by  the  customs  officials 
with  a  great  deal  of  trepidation.  I  have  found  no  willing  acquies- 
cence in  the  proposition  from  any  of  the  men  who  have  been  engaged 
in  the  administration  of  the  tariff  law;  that  is,  the  appraisers  and  the 
customs  house  officers.  Their  jiidgment  in  this  matter  certainly 
deserves  some  consideration  when  they  represent  it  as  being  a  matter 
of  extreme  difficulty  and  uncertainty. 

We  dp  not  know  just  how  American  valuations  compare  with 
foreign  valuations  at  the  present  time.  It  seems  impossible  to 
predict  how  thev  will  compare  with  foreign  valuations  two  or  three 
years  hence.     That,  of  course,  is  in  the  hands  of  the  gods. 

We  are  changing  the  basis  for  the  assessment  of  ad  valorem  duties 
at  a  time  when  international  commerce  is  already  almost  in  a  condi- 
tion of  chaos. 

Senator  Smoot.  Have  you  any  idea  as  to  how  we  can  meet  the 
situation  of  the  extreme  difference  in  e^xchange?  I  mean,  of  course, 
other  than  by  American  valuation. 

Commissioner  Page.  As  I  said  this  morning,  Senator,  that  is  the 
chief  argument  in  favor  of  the  proposition.  I  do  not  think  it  can  be 
met  in  any  way.  I  think  this  will  be  only  a  partial  remedy  for  it, 
but  there  is  no  way  on  the  face  of  the  earth  to  meet  the  difference  in 
rates  of  exchange  until  commerce  itself  becomes  more  stable.  The 
only  way  to  meet  the  difficulty  is,  so  far  as  the  welfare  of  this  country 
permits,  to  encourage  imports  from  other  countries  where  the  ex- 
change is  lowest,  ana  in  less  degree  from  other  countries.  Of  course, 
that  would  be  done  by  retaining  the  present  basis  of  valuation,  but 
that  is  a  consideration  for  Congress  and  not  for  the  Tariff  Commission. 

Senator  Smoot.  But  you  do  not  know  of  any  better  way  to  meet 
that  situation  than  the  American  valuation  ? 

Commissioner  Page.  I  know  of  no  better  way.  In  fact,  I  will  make 
it  stronger  than  that  by  saying  that  I  know  of  no  way.  This  will  not 
meet  it,  but  it  will  ameliorate  the  inequalities.  It  will,  however,  fall 
short  of  meeting  the  situation. 

Senator  Smoot.  I  was  trying  to  see  if  you  know  of  any  other  plan 
that  would  meet  the  situation  so  nearly  as  the  American  valuation 
plan  ? 
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Commissioner  Page.  Who  was  it  that  said  when  our  own  exchange 
was  suflFering  that  ^'the  way  to  resume  is  to  resume"  ?  You  can  not 
meet  this  situation.  You  can  not  meet  it  until  foreign  countries 
resume. 

Senator  McLean.  Do  you  know  of  any  alternative  that  will  work 
as  well  as  the  American  valuation  plan  ? 

Commissioner  Page.  I  have  no  way  to  suggest  that  would  meet 
the  situation  at  all.     This  will  meet  it  to  some  slight  extent. 

Senator  McLean.  Well,  do  you  know  of  any  alternative  method 
that  will  work  as  well  as  this  ? 

Commissioner  Page.  I  know  of  no  other,  and  I  feel  qualified  to  say 
that  there  is  no  other.  I  think  there  is  no  other  means  of  meeting 
this  difficulty.  This  country  can  not  escape  the  suffering;  that  has 
come  upon  tL  world  by  rea^n  of  the  Great  War  and  its  aff  er  effects. 
We  may  be  able  to  physic  our  symptoms  but  not  our  trouble.  W  e 
have  to  bear  our  part  of  the  burden;  that  is  inevitable. 

vSenator  McLean.  Yes;  that  is  true. 

Commissioner  Page.  We  may  be  able  to  relieve  the  symptoms 
temporarily,  and  we  may  palliate  some  of  the  sufferings  of  our  own 
people,  but  we  have  got  to  bear  our  part. 

Senator  Smoot.  Under  the  conditions  existing  in  our  own  coimtry 
and  the  world  generally  we  have  to  do  the  best  we  can  to  protect  our 
industries.  The  adoption  of  this  American  plan  does  not  mean  that 
the  policy  must  necessarily  be  followed  hereafter,  so  long  as  we  are 
enacting  tariff  measures.  If  the  world  should  go  back  to  normal  and 
the  exchange  should  become  normal  in  four  or  five  years,  all  the 
Congress  will  have  to  do  will  be  to  go  back  to  the  old  plan  of  imposing 
duties,  if  it  is  so  desired. 

Commissioner  Page.  There,  of  course,  Senator,  we  are  dealing  with 
possibilities. 

Senator  Smoot.  Possibilities  ? 

Commissioner  Page.  And  with  contingencies  of  unknown  develop- 
ment in  the  future.  It  is  not  for  anv  living  human  being  to  know 
what  may  be  the  most  feasible  method  to  do  these  things  in  the 
future. 

Senator  Smoot.  Have  you  any  other  disadvantages  in  your  mind 
than  the  difficulty  of  enforcement  ? 

Commissioner  Page.  None  that  I  think  of  such  importance  as  to 
make  it  necessary  to  mention  them  in  connection  with  this  one. 
Tliis  really  includes  practically  all  of  them. 

(3f  course,  a  great  many  objections  have  been  raised  to  this  pro- 
positi, largely  through  a  misunderstanding  of  its  nature.  There  is  a 
widespread  and  popular  impression  that  changing  from  a  lower  to  a 
higher  basis  of  valuation  will  necessarily  mean  the  raising  of  the 
tariff.     You  know,  of  course,  that  that  does  not  necessarily  follow. 

The  trouble  about  this  is  that  we  are  changing  the  basis  of  valua- 
tion and  we  do  not  know  how  the  new  basis  compares  with  the  old. 
We  do  not  know  how  rates  on  this  basis  will  compare  with  rates  that 
are  known  upon  the  old  basis. 

There  are  some  things  which  are  selling  in  this  country  now  at  a 
price  that  is  not  higher  than  the  price  of  comparable  goods  of  foreign 
countries.  There  are  other  gooas  that  are  selling  abroad  at  prices 
that  are  lower  than  the  American  prices.  If  vou  change  the  basis 
you  will,  of  course,  if  you  preserve  the  same  level,  raise  the  tariff. 
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But  one  of  the  difficulties  involved,  and  one  of  the  elements  of  un- 
certainty in  this  whole  scheme,  is  the  total  inability  of  the  Members 
of'Congress,  of  the  Tariff  Commission,  of  the  appraisers  and  customs 
officers,  to  give  you  precise,  trustworthy,  and  accurate  information 
as  to  the  comparison  of  foreign  with  domestic  prices,  and  when  both 
domestic  and  foreign  prices  are  fluctuating  as  rapidly  as  they  have 
been  in  the  recent  past,  and  as  rapidly  as  tney  are  likely  to  do  in  the 
future,  you  are  taking  a  step  which  is  necessarily  involved  in  great 
uncertainty. 

Senator  McCumber.  Right  on  that  one  point,  would  you  kindly 
explain  how,  under  this  bill,  assuming  that  you  have  examined  it, 
you  would  arrive  at  the  American  valuation  of  many  products  in  the 
United  States  that  are  sold  daily  on  the  exchange,  sucn  as  food,  fruit 
products,  cattle,  hogs,  hay,  cotton,  wheat,  etc.,  which  vary  from  day 
to  day  and  from  week  to  week.  Have  you  thought  of  any  method 
by  which  you  would  ascertain  the  prices  ?  Woula  you  have  to  take 
the  number  of  weeks  or  months  or  aays  as  a  basis,  or  how  would  that 
be  determined  ? 

Commissioner  Page.  That  would  have  to  be  worked  out.  Senator, 
by  the  appraisers.  They  would  have  to  reach  some  workable  regu- 
lation as  ti)  how  thev  are  to  do  this. 

We  have  already  sent  some  men  to  New  York  to  make  such  in- 
vestigation as  is  possible  with  regard  to  foreign  prices  of  the  imports 
that  are  now  coming  in,  and  when  we  have  trustworthy  information 
as  to  these  foreign  prices  on  these  current  imports,  we,  perhaps,  can 
take  up  with  the  appraisers  just  how  they  are  going  to  get  the  Ameri- 
can wholesale  prices  of  these  goods,  so  that  we  can  then  apply  their 
methods  to  find  out  what  the  American  price  is;  and  so,  before  your 
work  is  over,  we  hope  to  lay  before  you  a  comparison  of  foreign  prices 
with  American  prices  on  certain  typical  lines  of  goods  which  will 
enable  you  to  see  what  you  are  doing  a  little  bit  clearer,  in  changing 
this  basis.  That  is,  we  want  to  compare  the  old  basis  with  the  new 
basis,  but  we  can  not  do  that  until  we  know  how  the  appraisers  are 
going  to  get  the  valuation  on  these  things  coming  in. 

Senator  McCumber.  Suppose  there  should  come  into  this  country 
as  an  importation  from  oouth  America  a  shipload  of  hides.  You 
would  then  look  over  the  exchange  market  and  you  would  find  that 
hides  had  gone  up  or  down  and  that  they  had  fluctuated  day  in  and 
day  out  for  a  week  or  a  month.  Would  your  idea  be  to  take  an 
average  of  a  certain  length  of  time  prior  to  the  entry  of  this  shipload 
of  hides  ?    How  would  you  arrive  at  some  basis  ? 

Commissioner  Page.  The  bill  provides  that  the  value  shall  be 
taken  of  American  goods  on  the  day  of  exportation  of  the  foreign 
goods.  You  take  the  day  on  which  the  hides  leave  South  America, 
and  then  the  appraisers  determine  what  comparable  hides  were 
selling  for  in  the  principal  wholesale  markets  of  tne  United  States  on 
that  day.     That  is  the  provision  in  the  bill. 

Senator  McCumber.  That  would  take  care  of  that  proposition, 
then? 

Commissioner  Page.  Yes. 

Senator  McLeax.  A  great  many  of  the  agricultural  products  are 
specifically  dutiable. 

Senator  Smoot.  Well,  it  is  all  right,  then. 

Commissioner  Page.  They  would  not  be  involved. 
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Take  cattle,  for  instance.  That  would  illustrate,  I  think,  Senator 
McCumber's  idea.  Let  ns  assume  that  the  duty  on  cattle  is  an  ad 
valorem  duty,  in  part.  Now,  cattle  come  in  from  Mexico  and  from 
Canada,  as  you  know.  The  cattle  are  sold  in  this  country.  When 
the  Mexican  cattle  come  in  they  are  to  be  made  dutiable  at  such  and 
such  a  percentage  of  their  value  or,  rather,  of  the  value  of  comparable 
American  cattle.  It  will  be  the  duty  of  the  appraiser  to  determine 
with  what  American  cattle  the  Miexican  cattle  are  comnarable. 
They  will  not  be  dutiable,  under  this  bill,  on  the  value  in  Mexico; 
they  will  be  dutiable  on  the  value  of  comparable  American  property. 
Naturally,  that  puts  a  great  deal  of  responsibility  upon  the  appraiser; 
it  also  puts  a  great  dealof  power  into  his  hands.  It  is  inevitable  that 
you  must  give  him  this  power  and  that  you  must  impose  upon  him 
this  responsibility;  but  it  is  for  the  appraiser  to  determine  with  what 
American  goods  the  foreign  soods  are  comparable. 

Senator  Smoot.  That  would  be  easy.  There  are  quotations  on 
that  every  day.  You  could  compare  it  with  the  stock  selling  on  the 
market  at  the  same  time. 

Commissioner  Page.  I  am  merely  mentioning  that  as  indicative 
of  the  way  in  which  it  must  be  done,  and  not  as  an  illustration  of  the 
difficulty  attending  it. 

I  might  mention  the  importation  of  textiles.  Take,  for  instance^ 
dress  goods  from  France,  or  worsteds  from  England. 

The  importation  of  worsteds  from  England  will  be  dutiable  in  this 
country,  not  on  the  value  in  England,  but  on  that  of  the  comparable 
and  competitive  worsteds  made  m  the  United  States.  The  apjH*aisers 
must  determine  with  what  American  worsteds  these  English  worsteds 
are  comparable,  but  it  will  be  a  matter  of  some  difficulty  to  tell  and 
will  put  on  the  appraiser  a  great  deal  of  responsibility;  it  will  also 
give  to  him  a  great  deal  of  power.  The  appraiser  will  have  the  power 
to  put  upon  tnese  imported  goods  a  higher  or  lower  duty,  by  reason 
of  the  fact  that  he  can  determine  with  what  American  goods  they  are 
comparable. 

Tne  decision  of  the  appraiser,  I  may  say,  may  be  appealed  to  the 
Board  of  General  Appraisers;  that  is  final. 

Senator  Smoot.  The  same  thing  applies  to-day,  does  it  not  ? 

Commissioner  Page.  Senator  Smoot,  I  would  like  to  repeat  what  I 
said  this  morning— I  think  I  said  it  this  morning;  I  know  I  have  had 
it  in  mind — and  that  is  that  we  can  make  this  American  valuation 
work  in  the  United  States  if  you  give  us  time.  We  have  made  the 
foreign  valuation  work  in  the  United  States  and,  on  the  whole,  and 
in  the  long  run,  it  has  worked  satisfactorily.  There  have  been  cases 
of  undervaluation;  there  have  been  difficulties  in  the  way  of  it,  but 
when  vou  try  to  form  in  your  mind  a  picture  of  the  thing  as  a  whole^ 
I  think  few  will  deny  it  has  worked.  There  is  always  a  sort  of  twilight 
land  of  doubt  about  these  imports.  It  will  not  be  much  narrowed  b}- 
the  American  valuation. 

Senator  Smoot.  Nor  broadened. 

Commissioner  Page.  Nor  broadened,  but  the  main  difficulty  with 
this  proposed  scheme,  I  repeat,  in  my  judgment,  is  that  it  will,  for  a 
considerable  time,  confuse  the  operation  of  your  task;  it  will  make  it 
doubtful  on  the  part  of  the  business  men  what  the  duties  are  that 
will  have  to  be  paid;  it  will  make  for  a  condition  where  business  will 
be  done  with  some  degree  of  uncertainty,  and  it  will  be  speculative 
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for  some  time  to  come,  and  it  will  throw  into  the  st>ate  of  business, 
which  is  already  upset  and  more  or  less  chaotic,  another  element  of 
doubt  and  uncertainty. 

It  would  be,  in  many  respects,  better  if  an  experiment  of  this 
kind — and  it  must  still  oe  looked  upon  as  an  experiment — could  be 
tried  out  when  conditions  were  more  stable  than  they  are  at  present. 
However,  we  express  the  hope — and  it  is  a  hope — that  this  American 
valuation  plan  may  do  something  to  relieve  tne  trouble  from  foreign 
exchanges. 

Senator  Smoot.  If  it  were  not  for  the  serious  conditions  existing, 
we  would  not  have  to  make  this  change. 

Commissioner  Page.  Oh,  many  have  thought  of  it  for  many,  many 
years. 

Senator  Gerry.  It  is  a  chaotic  condition  to-day  that  makes  the 
experiment  necessary. 

Commissioner  Page.  Yes.     That  was  included  in  my  statement. 

Senator  Gerry.  Would  it  not  be  necessary  for  the  Treasury 
Department  to  get  out  a  list  showing  what  commodities  are  compara- 
ble with  others?  Otherwise,  the  dmerent  appraisers  might  choose 
different  commodities  to  compare  with  them. 

Commissioner  Page.  It  would  be  impossible,  Senator  Gerry,  for 
the  Treasury  Department  to  get  out  a  list  of  goods  of  American 
origin  that  are  comparable  with  all  possible  imports  to  this  country. 
The  importer  will  be  obliged  to  take  his  chance  as  to  what  American 
product  the  importer's  goods  will  be  compared  with. 

Senator  Gerry.  Different  appraisers  tnen  might  choose  different 
conmiodities  as  comparable. 

Commissioner  Page.  Different  appraisers  might  then  choose  dif- 
ferent commodities  as  comparable.     In  a  case  of  that  kind 

Senator  Gerry.  So  that  then  you  would  have  varying  duties. 

Commissioner  Page.  Either  side  might  appeal  to  tne  Board  of 
General  Appraisers.  It  is  inevitable  that  there  will  be  a  great  deal 
of  litigation,  a  great  deal  of  friction,  and  a  great  deal  of  difficult}^ 
involved  in  a  thmg  as  radical  as  this  is. 

Senator  Gerry.  It  goes  to  prove  what  you  have  been  saying,  that 
all  this  will  cause  delay. 

Senator  Smoot.  There  has  never  been  a  change  in  any  tariff,  up  or 
down,  when  that  has  not  occurred. 

Conmiissioner  Page.  It  is  a  question  of  degree. 

Senator  Gerry.  It  will  be  to  a  greater  degree  in  this  case  i 

Commissioner  Page.  This  will  inject  a  greater  degree  of  uncer- 
tainty until  this  thing  has  been  determined  by  court  decisions  and  by 
efforts  of  the  Treasury  Department  to  stabilize  the  new  conditions. 

Senator  Gerry.  In  other  words,  it  might  take  a  couple  of  years  ? 

Commissioner  Page.  I  would  not  venture  to  predict  how  long  it 
would  take. 

Senator  McC umber.  Has  the  Tariff  Commission  formulated  any 
tables  upon  this  new  tariff  bill  showing  the  ad  valorem  rates  under 
the  present  tariff  as  compared  with  what  they  would  be  under  the 
American  plan  under  this  new  tariff  proposition  ? 

Commissioner  Page.  We  are  makmg  some  tentative  effort  to  do 
that  now.  We  have  some  men  in  New  York  who  are  working  on  it. 
I  hope  to  be  able  to  send  up  a  few  more  to  make  some  comparison  of 
that  kind,  but  it  has  been  impossible  thus  far  to  get  any  trustworthy 
information  along  that  line. 
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Senator  McCumbeb.  Can  you  give  us  any  information  as  to  about 
how  long  it  will  be  before  we  shall  be  able  to  get  such  comparative 
tables  from  the  commission  ? 

Commissioner  Page.  I  should  be  afraid  to  name  a  date,  Senator 
McCumber,  because  if  I  did  so  it  would  be  almost  equivalent  to  a 
promise,  and  I  could  scarcely  provide  that  information  by  a  certain 
day;  but  my  hope  has  been  that  in  the  comrse  of  a  few  weeks  we 
should  have  some  information  at  least.  However,  that  will  not  be 
as  complete  as  we  should  like.  It  will  be  suggestive,  if  not  de- 
termining. 

Senator  McCumbeb.  You  can  easilv  see,  Mr.  Commissioner,  that 
in  fixing  rates  it  is  very  essential  to  have  information  of  that  char- 
acter before  we  know  what  rates  to  fix  upon  the  several  commodities. 

Commissioner  Page.  Do  you  regard  the  information  used  by  the 
Conmiittee  on  Ways  and  Means  as  not  being  satisfactory  for  nxing 
rates? 

Senator  McCumbeb.  I  have  looked  in  vain  so  far  to  find  a  founda- 
tion on  which  to  work  on  the  American  valuation. 

Senator  Smoot.  Are  you  working  in  cooperation  with  the  Treasury 
Department  in  this  matter  ? 

Commissioner  Page.  We  are  in  communication  with  them. 

Senator  Smoot.  They  are  working  along  the  same  line,  are  they  not  ? 

Commissioner  Page.  We  are  attempting  not  to  duplicate  any 
work  that  they  are  doin^,  but  to  supplement  what  they  are  doing, 
and  to  make  use  of  any  information  tney  may  be  able  to  collect. 

Senator  Smoot.  I  knew  that  the  Treasury  Department  was  work- 
ing alon^  this  line. 

Comnussioner  Page.  Yes;  that  is  true. 

Senator  McCumbeb.  Are  there  any  other  questions  that  the 
members  of  the  committee  desire  to  asK  Mr.  Page. 

The  committee  is  very  much  obliged  to  you,  Mr.  Commissioner. 

We  will  now  call  upon  Mr.  Biu-gess,  of  the  Tariff  Commission. 

STATEMENT    OF    HON.    WILLIAM     BUBGESS,    MEMBER    UNITED 

STATES  TARIFF  COMMISSION. 

Senator  McCumbeb.  Mr.  Biu-gess,  you  were  present  while  Mr. 
Page  was  giving  his  testimony  and  you  were  able  to  observe  from 
that  the  line  of  information  sought  by  the  committee.  The  com- 
mittee will  be  pleased  if  you  wiD,  in  yom*  own  way,  give  it  such 
information  or  throw  such  light  as  you  may  have  on  the  subject  of 
the  American  valuation. 

Commissioner  Bubgess.  I  shall  be  very  glad  to  do  so,  Mr. 
Chairman. 

Before  discussing  this  matter  and  before  giving  my  personal 
views,  because,  as  Dr.  Page  has  said,  the  conmiission  has  not  acted 
as  a  commission  in  preparing  any  statement  on  which  all  are 
agreed,  I  would  like  to  say  that  for  the  last  17  years  I  have  been 
quite  closely  associated  with  customs  matters  in  New  York. 

Some  time  before  that  I  occupied  the  position  of  American  consul 
in  the  Stratfordshire  district  of  England,  so  that  what  I  have  to  say 
is  based  largely  upon  first-hand  information. 

Senator  Gebbt.  Did  you  occupy  any  official  position  in  New 
York? 

81527— 22— A 
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Commissioner  Burgess.  No;  not  as  a  Government  official.  I  rep- 
resented some  large  industries  in  looking  after  the  administration  of 
the  law,  so  far  as  it  pertains  to  these  industries. 

Senator  Gerry.  What  ones,  may  I  ask  ? 

Commissioner  Burgess.  The  chma  and  pottery  industries  and  the 
electrical  industry. 

To  condense,  as  far  as  possible,  what  I  have  to  say  and  not  to 
occupy  more  of  your  time  than  is  necessary,  I  have  put  my  thought 
in  writing  so  as  to  be  able  to  speak  directly  to  the  point. 

Changmg  of  the  base  for  assessing  duties  from  the  present  system 
of  wholesale  foreign  market  value  to  that  of  the  wholesale  American 
value  is  somewhat  radical.  Difficulties  at  once  present  themselves, 
which,  coming  out  of  the  clouds,  appear  like  mountains,  but  when  the 
mists  have, passed  away  and  the  subject  is  thought  through,  those 
mountains  become  as  mole  hills. 

The  advantages  of  the  American  valuation  plan  so  far  outweigh 
the  difficulties  as  to  make  the  latter  seem  insignificant. 

The  needs  for  such  changes  are,  first,  the  Toss  of  revenue  to  the 
Government  through  undervaluation;  second,  the  loss  to  the  Amer- 
ican industries  of  adequate  protection  intended  by  Congress;  third, 
the  evident  purpose  and  deliberate  intent  on  the  part  of  some  foreign 
manufacturers  to  deceive  our  customs  officers  and  investigators  by 
the  misstatement  of  facts.  This  practice  is  known  to  have  been 
approved  and  assistance  rendered  to  such  manufacturers  by  certain 
foreign  Governments  in  the  effort  to  blind  and  mislead  as  to  important 
facts  bearing  on  the  true  foreign  market  values.  As  illustrative  of 
this  fact,  I  add  to  my  remarks,  but  will  not  take  vour  time  in  reading, 

Eart  of  an  address  made  by  the  president  of  tne  German  National 
hamber  of  Commerce  before  that  body  at  a  meeting  held  in  Berlin. 

Further  indication  of  interference  with  the  collection  of  proper 
duties  on  the  part  of  another  foreign  Government  is  indicated  by  an 
attempt  to  compel  our  Government  to  discontinue  certain  suits 
brought  against  some  of  their  manufacturers  and  their  American 
agents  by  threatening  to  withhold  their  Government  appropriation 
•  for  the  ranama  Exposition,  and  stating  that  such  appropriation 
would  not  be  made  while  these  suits  were  pending,  as  they  showed  the 
unfriendly  attitude  of  our  Government  toward  them  and  their 
manufacturers. 

It  has  been  repeatedly  stated  that  the  Go vernmentN  records  proved 
undervaluation  does  not  exceed  one-tenth  of  1  per  cent  of  the  total 
imports.  This  statement,  if  true,  simply  goes  to  prove  how  inade- 
quate are  the  means  at  the  disposal  o?  our  Government  to  detect 
such  undervaluations  and  collect  proper  duties  thereon. 

I  would  like  to  say,  however,  that  that  statement  is  not  at  all  cor- 
rect, taking  last  year's  importations  into  account. 

Senator  Smoot  this  morning  said  something  about  there  not  being 
many  undervaluations  during  the  period  of  the  war.  That,  perhaps, 
is  true  to  an  extent,  because  of  the  fact  that  the  administration  of  the 
law  was  very  lax  at  that  time,  as  everyone  realized  and  knew  that 
foreign  values  were  not  stable  and  could  not  be  secured.  Then,  the 
stress  of  circumstances,  the  decrease  in  the  number  of  employees, 
and  so  on,  made  it  impossible  to  do  the  work  properly.  But  in  the 
year  1920  I  understand  there  were  in  the  neighborliood  of  600,000 
invoice  entries  made.     About  40  per  cent  of  them  were  on  the  free 


AMERICAN  VALUATION.  31 

list.  About  40  per  cent  of  the  remaining  60  percent  were  specific 
duty  goods.  So  that  there  were  comparatively  few  invoices  entered 
on  an  ad  valorem  duty.  I  have  the  figures  here,  156,000  invoices, 
in  round  figures.  There  were  49,367  invoice  advances  made  on  entry 
by  the  importer  or  advanced  after  entry  by  the  Government,  show- 
ing that  one-tenth  of  Iper  cent  claim  is  an  unfair  statement. 

Senator  Simmons.  Wnat  would  be  a  fair  statement?  You  say 
that  one-tenth  of  1  per  cent  is  an  unfair  statement.  What  do  you 
think  would  be  a  fair  statement  ? 

Commissioner  Burqess.  According  to  these  figures  for  1920  it  would 
seem  to  be  about  25  per  cent  of  the  ad  valorem  invoice  entries,  the 
goods  based  upon  ad  valorem  duties. 

Senator  Smoot.  And  the  specific  duties  are  not  in  question. 

Senator  Simmons.  You  mean  to  say,  then,  do  you,  that  one-fourth 
of  the  goods  upon  which  ad  valorem  duties  were  imposed  w^ere 
undervalued  ? 

Commissioner  Burgess.  As  the  invoices  came  to  this  country.  It 
is  this  way,  Senator:  When  an  invoice  is  advanced  by  the  appraiser 
other  importers  will  take  notice  of  this  advance,  and  will  add  to  make 
the  market  value,  so  as  to  avoid  the  penalty  and  diflficulty  with  the 
Government,  so  that  the  actual  number  of  undervaluations  is  impos- 
sible to  tell. 

Senator  Simmons.  ,Do  you  mean  to  say  that  the  importer  would 
voluntarily  increase  the  invoice  price  ? 

Commissioner  Burgess.  Yes. 

Senator  Simmons.  And  raise  it  to  a  satisfactory  price  ? 

Commissioner  Burgess.  Yes. 

Senator  Simmons.  Eliminating  these  figures,  or  this  increase, 
voluntariljr  made,  what  would  be  the  per  cent  of  valuation  that 
would  be  m  controversy  ? 

Commissioner  Burgess.  I  have  no  data  or  means  of  giving  an 
ansiver  to  that  question. 

Senator  Gerry.  When  you  said  25  per  cent  that  was  a  surmise 
without  any  very  definite  mformation  ? 

Commissioner  Burgess.  No,  sir.  These  figures  are,  I  think,  sus- 
ceptible of  proof.  There  were  about  156,000  invoices  based  on  an 
ad  valorem  rate  of  duty,  out  of  which  49,367  invoices  were  either 
at  the  time  of  entry  advanced  or  raised  by  the  appraiser  after  entry. 

The  evasion  of  the  payment  of  full  taxes  of  any  character  is  a 
matter  of  common  loiowledge;  where  the  incentive  exists,  the 
practice  of  evasion  is  sure  to  follow.  This  is  true  regarding  real 
estate  taxes  and  personal  taxes.  Why  is  it,  then,  inconceivable 
that  the  foreign  manufacturer  or  exporter,  who  has  no  interest  in 
our  Government,  should  go  to  the  limit  of  undervaluation  where  the 
duty  tax  upon  his  product  runs  from  10  per  cent  to  60  per  cent  of 
its  value  ? 

Assessing  duties  upon  foreign  value  is  like  taxing  real  estate 
where  the  collector  happens  to  reside  instead  of  where  the  property 
is  located.  It  would  be  like  a  man  in  New  York  assessing  ana  col- 
lecting taxes  upon  property  in  California.  Inasmuch  as  the  tax 
would  be  collected  in  New  York,  would  it  not  be  to  the  interest  of^ 
not  only  the  owner,  but  the  officials  of  the  State  of  California,  to 
report  the  assessment  as  low  as  possible  ? 
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That  this  is  not  merely  a  supposition,  but  an  actual  fact,  I  would 
like  to  refer  the  committee  to  an  elaborate  report  made  to  the  Sec- 
retary of  the  Treasiuy  by  a  commission  appointed  to  investigate 
the  wholesale  market  value  of  French  china  made  at  Limoges  in 
December,  1912. 

Senator  Simmons.  We  have  had,  from  the  very  beginning,  the 
matter  of  foreign  valuation  written  into  our  tariff  laws.  Do  you 
contend  that  these  undervaluations  are  more  flagrant  now  and  more 
universal  now  than  they  have  been  in  the  past  ? 

Commissioner  Burgess.  No,  sir,  I  do  not;  but  I  know  from 
experience  in  the  last  20  years  that  it  has  been  a  continual  per- 
formance. 

Senator  Simmons.  In  that  period  we  have  framed  two  tariff 
bills.  I  do  not  recall  now  wnether  there  was  any  suggestion  of 
changing  the  traditional  method  of  valuing  imports.  There  was 
talk,  just  as  there  is  always  talk,  about  undervaluation,  and  sugges- 
tions of  possible  and  probable  remedies  for  that  condition,  but  it 
was  never  contended  that  we  should  change  the  system  and  method 
of  valuation  because  of  these  undervaluations  in  exceptional  cases; 
and  I  am  asking  now  whether  the  situation  with  reference  to  that  is 
any  different  from  what  it  was  when  we  framed  these  other  tariff 
bills.  Is  there  anything  in  the  present  valuation  of  foreign  imports 
that  indicates  that  undervaluation  is  greater  now  or  that  it  is  re- 
sorted to  to  a  greater  extent  or  that  valuations  are  lower  in  pro- 
portion to  actual  values  now  than  heretofore. 

Commissioner  Burgess.  I  do  not  think  so,  as  far  as  actual  under- 
valuations go,  but  on  account  of  unsettled  conditions  the  difficulty 
in  securing  the  foreign  market  value  is  very  much  greater  than  it  was. 

Senator  Simmons.  On  the  contrary,  is  it  not  true  that  it  has  devel- 
oped from  your  investigation  and  from  the  investigation  we  had 
with  reference  to  dumpmg  that  foreign  values  are  higher  than  they 
have  ever  been. 

Commissioner  Burgess.  That  is  true,  but  that  is  also  true  with 
all  American  products.  They  are  very-  much  higher  than  they 
were.     In  the  case  of  German  goods,  for  instance 

Senator  Simmons.  The  foreign  valuations,  as  developed  from  that 
investigation,  are  so  high  now  that  they  have  approximated  American 
values? 

Senator  Smoot.  In  some  cases. 

Senator  Simmons.  Yes. 

Commissioner  Burgess.  They  are  exceptional  cases,  I  think 

Senator  Simmons.  In  other  words,  I  am  trying  to  get  you  to  the 
point  of  considering  the  question  of  whether  there  is  not  less  reason 
in  the  actual  conditions  and  practices  of  the  day  for  finding  and 
adopting  some  other  method  because  of  imdervaluation.  That 
seems  to  be  the  point  you  are  raising,  and  has  been  the  condition  in 
the  past,  and  at  the  time  we  adopted  these  other  tariff  measures. 

Commissioner  Burgess.  Confining  the  answer  to  that  specific 
question,  I  should  say  the  principal  reason  for  making  the  change 
would  be  the  difficulties  of  securing  the  foreign  market  value. 
You  have  spoken  of  the  higher  values  abroad.  It  is  true  that 
Germany,  for  example,  in  certain  lines  of  industry  advanced  her 
goods,  the  Government  had  a  bill  before  the  Reichstag  to  make  the 
export  values  150  per  cent  above  the  home  market  vames,  and  then 
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she  was  going  to  tax  the  manufacturer  90  per  cent  of  that  150  per  cent 
as  an  excess-profits  tax.  That  bill,  however,  did  not  become  a  law. 
It  was  defeated  in  the  Reichstag.  But  manufacturers,  anticipating 
that  it  would  become  a  law,  added  that  150  per  cent  to  their  home 
market  value  and  '^  put  it  over,"  to  use  the  slang  expression,  with  the 
American  buyer.  When  the  bill  did  not  become  a  law,  the  German 
manufacturers,  realizing  how  easy  it  was  to  get  that  150  per  cent,  con- 
tinued to  extort  and  pocket  that  money,  and  are  to-day,  or  were  up 
to  the  time  of  the  antidumping  provision,  reaping  the  benefits  of  that 
advance.  The  importer  was  sunply  paying  the  duty  on  the  home 
market  value,  which  is  60  per  cent  of  the  actual  price  he  paid  for  the 
goods. 

Speaking  of  the  American  valuation  plan,  Senator,  I  would  like  to 
call  attention  to  the  fact  that  it  was  proposed  at  the  time  of  the 
formation  of  the  Payne-Aldrich  bill.  A  proposition  was  put  to  the 
committee  at  that  time.  You  will  find  my  statement  in  the  House 
hearings  of  that  date. 

Senator  Simmons.  I  was  a  member  of  the  committee  at  that  time, 
and  while  I  will  not  say,  of  course,  that  you  are  not  correct  in  your 
statement,  I  do  say  I  do  not  think  it  was  seriously  considered. 

Conimissioner  Burqess.  It  was  not  seriously  considered  by  the 
committee. 

Senator  Simmons.  From  my  remembrance,  anyhow. 

Commissioner  Burgess.  The  only  outcome  oi  those  deUberations 
was  the  introduction  into  the  law  of  section  11  of  that  biU,  providing 
as  an  alternative  to  foreign  value,  taking  as  value  the  American 
selling  price,  making  deductions  to  bring  it  back  to  a  foreign  market 
price.  I  don't  know  whether  you  recall  that  provision  or  not,  but 
that  was  the  provision  that  Mr.  Payne  himself  told  me  that  he  had 
thought  out  as  the  most  that  could  be  accomplished  at  that  time. 

Speaking  of  the  diflBculties,  in  1912, 1  think  the  date  was.  Secretary 
McVeagh  appointed  an  appraisement   commission  to  go   into  the 

Juestion  of  foreign  valuations,  or  the  assessing  on  a  foreign  basis,  and 
would  like  to  refer  the  committee  to  that  commission's  report, 
if  they  want  actual  facts,  in  1912.  It  goes  into  the  subject  very 
elaborately,  covering  over  1,100  typewritten  pages,  showing  how  the 
consular  certificates  were  of  little  value;  how  the  exammation  of 
the  values  of  that  country  was  largely  a  local  matter,  no  actual 
appraisement  upon  the  foreign  market  value  and  there  was  little 
Imowledge  of  foreign  market  value ;  that  foreign  chamber  of  commerce 
reports  were  absolutely  worthless,  and  that  the  knowledge  of  the 
examiner  was  based  almost  entirely  upon  the  importer's  invoice. 

Senator  Simmons.  I  was  not  here  during  the  beginning  of  your 
testimony.     I  do  not  know  what  your  business  is. 

Commissioner  Burgess.  I  am  a  member  of  the  Tariff  Commission. 

Senator  Simmons.  I  beg  your  pardon.  I  will  not  ask  you  the 
question  I  intended  to  ask. 

Commissioner  Burgess.  I  am  not  speaking  as  a  member  of  the 
Tariff  Commission. 

Senator  Simmons.  I  will  not  ask  you  the  question. 

Senator  Gerry.  I  would  like  to  ask  the  witness  a  question.  You 
spoke  of  representing  certain  industries  in  New  York.  How  did  you 
represent  those  industries  ? 
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Commissioner  Burgess.  I  watched  the  importations  of 

Senator  Gerry  (interposing).  I  do  not  thmk  you  entirely  under- 
stood me.     Were  you  employed  by  certain  industries  ? 

Commissioner  Burgess.  Yes,  sir. 

Senator  Gerry.  What,  may  I  ask  ? 

Commissioner  Burgess.  The  United  States  Potters*  Association  was 
the  principal  industry.  That  was  my  own  business,  and  I  gave  my 
principal  time  to  that. 

Senator  Gerry.  And  you  were  employed  by  them  to  watch  the 
tariff  situation  ? 

Commissioner  Burgess.  Yes,  sir;  I  simply  made  that  statement  to 
show  that  I  had  first-hand  knowledge. 

Senator  Gerry.  Qualifying  as  an  expert  ? 

Commissioner  Burgess.  Yes.  The  Government  is  losing  large 
amounts  of  revenue  from  the  fact  than  many  manufacturers  and 
groups  of  manufacturers  feel  that  they  are  complying  with  the  letter 
of  our  law  if  they  can  in  any  way  establish  a  loreign-market  value, 
regardless  of  the  actual  sellmg  price  or  cost  of  production.  Such 
manufacturers  invoice  their  goods  at  or  below  the  cost  of  production, 
and  paying  duty  upon  that  low  valuation  reap  enormous  profits  from 
the  safes  made  in  this  country.  There  are  foreign  goods  to-day 
coming  into  this  market  which,  when  sold  on  the  i\jnerican  market, 
show  a  profit  running  from  100  to  300  per  cent  of  their  factory  cost. 
One  case  I  have  in  mind  came  under  my  notice  within  the  year, 
showed  a  profit  of  1,750  per  cent,  the  actual  goods  costing  24  cents 
abroad.  That  was  a  retail  sale,  however,  which  made  it  larger  than 
others.  The  goods  sold  at  $4.20  a  dozen,  and  the  foreign  cost  was 
24  cents. 

A  striking  illustration  of  the  truth  of  that  statement  came  to  my 
notice  recently  when  a  group  of  manufacturers  were  selling  at  aj)par- 
ently  a  uniform  price  to  and  through  their  agents  in  me  Lmted 
States.  An  American  buver  could  not  go  into  this  foreign  market 
and  make  any  direct  purchases  from  these  manufacturers,  but  could 
only  buy  tlirough  tneir  iimerican  representatives.  All  factories 
were  not  in  that  combination.  An  mdepcndcnt  buyer  made  a 
direct  purchase  from  one  of  these  outside  factories  at  what  he  believed 
to  be  the  lowest  wholesale  price  on  that  market,  and  placed  a  large 
contract  on  these  terms.  It  was  found  later  that  that  actual,  bona 
fide  wholesale  transaction  was  made  at  a  price  250  per  cent  above 
the  invoice  value  of  similar  goods  cxportecl  b^  that  ^roup  of  manu- 
facturers. That  importer,  oi  course,  found  it  impossible  to  compete 
with  goods  paying  a  duty  based  on  so  much  lower  value  than  this 
actual  purchase  price,  ancl  was  compelled  to  cancel  the  order.  It  is 
since  the  first  of  January  this  matter  occurred,  so  it  is  an  up-to-date 
fact. 

Senator  Simmons.  That  was  a  case  of  gross  undervaluation,  was 
it  not? 

Commissioner  Burgess.  This  practice  is  continuing.  That  group 
are  bringing  their  goods  in  at  the  low  value.  The  reply  sent  me  was 
that  the  high  price  at  wliich  the  actual  purchase  was  made  was  over- 
valuation. 

Senator  Simmons.  Do  you  mean  ho  paid  a  fictitious  price  ? 

Commissioner  Burgess.  No.  He  paid  the  price  he  had  to  pay, 
the  actual  market  value,  but  the  duty  to-day  is  being  based  and 
collected  upon  the  low  value. 
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Senator  Simmons.  Was  it  not  rather  strange  that  a  transaction  of 
that  kind  could  occur  without  the  facts  being  brought  to  the  attention 
of  the  American  appraisers  ? 

Commissioner  Burgess.  That  matter  was  brought  to  the  attention 
of  the  American  appraisers. 

Senator  Simmons.  What  did  they  do  about  it  ? 

Commissioner  Burgess.  After  several  months'  deliberation  the 
department  came  to  the  conclusion  that  as  all  this  special  ^roup  of 
manufacturers  were  sending  their  goods  over  at  the  low  price,  that 
was  therefore  the  wholesale  market  price  in  that  country. 

Senator  Simmons.*  Do  you  think  their  conclusion  was  a  valid  and 
reasonable  one  ? 

Commissioner  Burgess.  I  personally  did  not  feel  that  it  was. 

Senator  Simmons.  Do  you  not  think  that  was  a  case  where  the 
appraisers  were  otossIv  negligent  and  indifferent  to  the  interests  of 
this  country  ana  in  the  enforcement  of  the  laws  of  this  country? 
The  appraisers  in  that  instance  were  as  much  to  blame  as  the  man 
who  practiced  the  fraud. 

Commissioner  Burgess.  The  facts  speak  for  themselves,  sir. 

Senator  Simmons.  I  think  they  do  speak  very  powerfully  against 
our  appraiser's  office,  if  that  is  true.  * 

Commissioner  Burgess.  I  think  that  can  all  be  substantiated  by 
actual  figures  and  names  and  dates,  etc. 

It  is  quite  natural  that  opposition  to  this  method  should  arise  on 
the  part  of  importing  interests,  especially  some  of  those  who  feel 
that  their  property  will  be  assessed  at  nearer  its  real  value  and  taxes 
collected  thereon. 

You  will  hear  such  expressions  as  ''The  method  is  absolutely 
impracticable  and  unworkable,"  ''It  will  ruin  the  importing  intereste 
of  the  country,"  "It  is  impossible  to  find  comparable  articles  on  which 
to  base  values,"  "Because  the  law  requires  that  duties  shall  be  as- 
sessed imiformly  at  all  ports,  it  is  impossible  to  find  a  chief  market  or 
markets." 

Senator  Simmons.  You  are  talking  now  about  the  American 
valuation  ? 

Commissioner  Burgess.  Yes,  sir.     These  are  the  objections. 

Senator  Simmons.  Then  you  have  finished  your  statement  as  to 
the  objections  to  the  present  method  of  valuation  ? 

Commissioner  Burgess.  I  have  simply  finished  that  part  that 
refers  to  the  reason  that  I  feel  that  the  American  valuation  should 
be  put  into  law. 

Senator  Simmons.  Then  I  understand  you — and  I  am  interrupting 
you  now  because  I  want  to  get  this  out  before  you  discuss  why  you 
think  the  American  valuation  ought  to  bo  substituted — is  the  com- 
mittee to  understand  that  your  fundamental  objection  to  the  present 
method  of  valuation  is  the  abuse  of  undervaluation  ? 

Commissioner  Burgess.  That  is  one  of  them. 

Senator  Simmons.  That  is  the  only  argument  I  have  heard  you 
make. 

Commissioner  Burgess.  It  is  one  of  them.  There  are  other 
reasons. 

Senator  Simmons.  You  have  other  objections  you  will  present 
against  the  present  method  of  valuation  ? 

Commissioner  Burgess.  Yes;  I  expect  to. 
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Senator  Simmons.  I  wanted  to  know  if  that  was  all. 

Commissioner  Burqess.  No.  The  great  objection,  one  of  the  chief 
objections,  has  akeady  been  brought  out,  the  matter  of  exchanges, 
but  we  will  come  to  tnat. 

Senator  Simmons.  That  will  be  brought  out  by  some  other  witness, 
not  by  you  ? 

Commissioner  BuROESS.  No;  I  will  bring  it  out  later.  I  was  simply 
voicing  some  of  the  objections  I  have  heard  against  the  American 
valuation.  Others  were  **It  is  impossible  to  find  uniform  and  true 
values,''  '^The  Government  employees  have  no  knowledge  of  Ameri- 
can values,  and  it  would  require  a  complete  revision  of  Qieir  present 
fund  of  information." 

Senator  Smoot.  You  are  reciting  now  the  objections  that  have  been 
made  to  the  American  valuation  ? 

Commissioner  Burqess.  Yes,  sir.  '*It  would  be  revolutionary  and 
disturbing  methods  that  have  been  in  existence  for  generations.  It 
is  quite  true  that  it  will  arouse  some  employees  of  the  Government 
to  real  activity  in  an  effort  to  secure  information  as  to  real  American 
values.  It  is  true  that  all  goods  will  have  to  be  actually  appraised, 
whereas  comparatively  few  imported  goods  are  now  actually 
appraised. 

It  is  true  some  goods  are  at  present  examined  and  the  invoices 
checked  up,  but  as  to  actual  appraisement  based  on  actual  first-hand 
knowledge  of  foreign  values,  there  is  little  or  no  such  appraisement. 

In  the  past  and  at  present  the  actual  practice  is  an  easy  job  by 
simply,  first,  assuming  the  importation  invoices  to  be  correct  ana, 
second,  if  in  doubt,  comparing  it  with  his  fellow  importer's  invoice 
for  the  same  class  of  good!s  from  the  same  district.  The  actual  carry- 
ing out  of  the  spirit  and  letter  of  the  present  law  would  require  an 
army  of  experts,  clothed  with  such  power  as  it  is  impossible  to  secure, 
to  go  through  the  world  to  find  tne  actual  foreign  market  values. 
With  the  exception  of  a  few  large  staple  industries,  it  is  well  known 
by  all  who  have  come  in  contact  with  the  present  method  of  assessing 
duties  that  valuations  are  very  largely  matters  of  guesswork,  without 
any  positive  knowledge  as  to  facts. 

As  to  the  advantages,  the  assessment  of  duties  upon  an  American 
valuation  is  not  a  new  idea  in  tariff  legislation,  but  the  carrying  out 
in  detail  of  this  proposition  has  not  been  before  gone  into  with  a 
thoroughness  as  is  being  undertaken  at  this  time. 

The  first  tariff  law  of  June  4,  1789,  provided  that  duties  shall  be 
assessed  upon  ''The  value  thereof  at  the  time  and  place  of  importa- 
tion." 

This  method  of  assessing  duties  has  been  advocated  by  many  of 
our  leading  statesmen,  running  through  our  Nation's  history. 

May  I  enumerate  some  of  the  advantages  ? 

First,  assessing  an  ad  valorem  duty  upon  an  American  wholesale 
selling  price  will  require  a  much  lower  rate  of  duty  than  when  based 
upon  foreign  valuation.  The  people  of  our  country,  knowing  no'thing 
aoout  the  assessing  of  rates  upon  any  commodity,  always  assume  that 
that  rate  has  been  assessed  and  duty  paid  upon  the  price  which  they 
have  paid  for  the  goods  in  question. 

Senator  Simmons.  Pardon  me  for  interrupting  you.  You  say  that 
adopting  the  American  valuation  will  call  for  much  lower  rates  ? 

Commissioner  Burqess.  Rates  of  duty. 
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Senator  Simmons.  Rates  of  duty.  Now,  I  saw  a  statement  in  the 
papers  that  Mr.  Fordney  said  the  duties  imposed  in  this  bill  were  about 
those  of  the  Payne-AIdrich  bill.  Can  you  ^ve  us  any  idea  how  much 
those  rates  will  be  increased,  not  the  rates,  but  how  much  the  tax  will 
be  increased  by  reason  of  this  new  method  of  valuation  ? 

Commissioner  Burgess.  It  will  depend  entirely  on  the  particular 
commodity,  Senator  Simmons.  Some  amounts  of  duty  will  be  less 
than  the  I'ayne-Aldrich  bill  and  a  little  more  than  the  Underwood 
bill.  Others  will  be  higher  than  thePayne-Aldrich  rates.  ButI  believe 
that  it  was  the  intent,  in  a  general  way,  to  keep  the  rates  as  near  to 
the  Payne-Aldrich  rates  as  possible,  an  equivalent  rate. 

Senator  Simmons.  You  do  not  auite  catch  what  I  wanted.  You 
said  the  duties  would  be  lower  or  snould  be  lower. 

Commissioner  Bubgess.  The  rates  of  duty. 

Senator  Simmons.  The  rates  of  duty  should  be  lower  if  this  new 
method  is  adopted.  If  the  Payne-Alcfrich  rate  was  a  proper  rate,  if 
the  average  of^  the  Aldrich-Payne  rate  was  a  proper  rate,  now  much 
lower  do  you  think  the  rates  of  this  tariff  bill  ought  to  be  ? 

Commissioner  Bubgess.  In  proportion  to  the 

Senator  Simmons  (interposing) .  Assuming  that  the  Payne-Aldrich 
rates  were  as  high  as  they  ought  to  have  been,  and  high  enough  for 
the  present  situation,  how  much  lower  do  you  think  they  ought  to  be 
maae  because  of  this  new  method  ? 

Commissioner  Bubgess.  There  are  several  elements  that  must  be 
taken  into  consideration  in  that  transposition  of  figures,  based  upon 
•  the  American  valuation.  Take  the  foreign  value  of  any  article 
under  the  present  system  as  100  per  cent,  and  if  the  duty  on  that 
article  is  25  per  cent  and  if  the  cost  of  bringing  it  to  this  country,  with 
incidentals,  profits,  possibly,  is  10  per  cent,  that  would  make  the 
American  selling  pnce  equal  to  135  per  cent;  so  that,  instead  of 
having  25  per  cent  on  the  foreign  value,  it  would  require  18.71  per 
cent  to  make  the  equivalent  on  the  American  basis. 

Senator  Simmons.  To  make  the  rates  of  the  present  law  conform  to 
the  rates  of  the  Payne-Aldrich  law,  the  amount  of  the  rates  would 
have  to  be  lower  than  the  Payne-Aldrich  rates.  Can  you  give  me 
any  idea,  speaking  generally  ana  approximately,  how  much  lower  they 
ought  to  be  to  equal  in  effect  the  Payne- Aldrich  rates  ? 

Commissioner  j3ubg£SS.  Stripping  the  question  of  all  incidental 
expenses  and  profits,  and  so  on,  m  this  country,  the  equivalent  rate 
would  be  as  follows:  If  the  rate  was  10  per  cent  on  the  present  basis, 
it  would  be  equal  to  9.09  per  cent  on  the  American  valuation;  if 
it  was  15  per  cent  on  the  present  basis,  it  would  be  equal  to  13.04; 
if  it  was  20,  it  would  be  16.66;  if  it  was  25,  it  would  be  20;  if  it  was 
30,  it  would  be  23.07;  if  it  was  35,  it  would  be  25.92;  if  it  was  40,  it 
would  be  28.57;  if  it  was  45,  it  would  be  31.03;  if  it  was  50,  it  would 
be  33.33;  if  it  was  55,  it  would  be  35.55;  if  it  was  60,  it  would  be 
37.50;  if  it  was  65,  it  would  be  39.33. 

Senator  Simmons.  You  are  dealing  with  one  article  ? 

Commissioner  Bubgess.  Any  article.  That  is  the  equivalent 
American  value  rate  as  compared  to  the  foreign  value  rate. 

Senator  Simmons.  When  we  got  the  average  of  the  Payne-Aldrich 
rate  and  found  it  was  18  per  cent,  we  were  dealing  with  the  whole 
volume  of  all  invoices,  and  it  paid  18  per  cent.  Now,  what  would  be 
the  equivalent  rate  if  we  adopt  this  new  method  ? 
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Commissioner  Bubgess.  It  is  impossible  for  anyone  to  answer  that. 

Senator  Simmons.  If  you  can  tell  now  as  to  specific  articles,  why 
can  you  not  tell  it  when  we  group  all  the  articles  and  tell  you  what 
the  rate  is  ? 

Commissioner  Bubgess.  Because  we  do  not  know  in  what  propor- 
tion those  various  articles  wiU  be  imported  into  this  country,  out  the 
best  estimate  that  I  know  shows  about  18^  or  19  per  cent. 

Senator  Simmons.  They  were  only  18  imder  the  Pavne-Aldrich 
bill,  and  you  say  they  would  be  lower  if  we  change  the  method  of  valu- 
ation that  bill  was  based  on  ? 

Commissioner  Bubgess.  Let  me  see. 

Senator  Simmons.  You  said  it  ought  to  be  lower. 

Commissioner  Bubgess.  It  is  onlV  about  one-half  of  1  per  cent. 
It  is  17J,  possibly,  instead  of  18.  Was  not  the  Payne-Alarich  bill 
18i? 

Senator  Simmons.  It  was  something  about  18. 

Commissioner  Bubgess.  I  think  it  was  18^. 

Senator  Simmons.  Then  you  tell  the  committee  that  the  efEect  of 
the  American  valuations  upon  the  tax  rate  would  be  only  about  1 
per  cent  ? 

Commissionr  Bubgess.  Practically  the  same  rate. 

Senator  Smoot.  On  all  importations  ? 

Senator  Simmons.  Yes;  on  all  importations. 

Commissioner  Bubgess.  On  the  total  importations. 

Senator  Smoot.  Free  list  and  all. 

Senator  McCumbeb.  How  could  vou  tell  that,  Mr.  Burgess,  with- 
out knowing  what  the  American  valuations  are  ? 

Commissioner  Bubgess.  You  can  not  tell  it,  sir.  It  is  only  a  rough 
estimate  made  in  the  committee  of  the  House. 

Senator  McCumbeb.  If  the  American  valuation  was  100  per  cent 
higher  than  the  foreign  valuation,  then  the  reduction  would  be  very 
much  smaller,  to  get  the  same  amount  of  tariff  out  of  it  with  the  same 
protection. 

Commissioner  Bubgess.  Yes,  the  rate  would  be  very  much  lower. 

Senator  McCumbeb.  Very  much  lower  ? 

Commissioner  Bubgess.  Yes,  sir. 

Senator  McCumbeb.  But,  as  I  understand  you,  according  to  your 
statement,  that  would  add  about  1  per  cent  to  the  18  ?  Where  it  was 
18,  it  would  be  19  ? 

Commissioner  Bubgess.  I  think  it  is  a  little  less.  I  think  the 
estimated  figures  show  a  little  less  than  the  Pa3rne-Aldrich  law. 

Senator  Simmons.  I  understood  that  the  estimated  value  showed 
that  the  rate  would  be  about  the  same  in  this  bill  as  in  the  Payne- 
Aldrich  bill,  but  you  say  that  the  injection  of  the  American  valua- 
tion adds  about  1  per  cent.  If  that  is  18  in  the  Payne-Aldrich  bill, 
upon  the  present  basis  of  valuation,  the  old  basis  of  valuation,  it 
would  be  19  per  cent  under  the  new  basis  of  valuation? 

Commissioner  Bubgess.  It  would,  according  to  your  statement, 
but  I  intended  to  correct  that  statement,  because  I  am  pretty  sure 
the  estimate  made  by  the  committee  showed  that  it  was  from  1  per 
cent  to  half  a  per  cent  less  than  the  Payne-Aldrich  bill.  They  were 
so  close  together  that  it  did  not  amount  to  very  much,  and  could 
easily  be  thrown  one  way  or  the  other  when  the  actual  figures  were 
tabulated  at  the  end  of  the  fiscal  year. 
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I  was  about  to  say  that  the  people  of  our  country,  knowing  nothing 
about  the  assessing  of  rates  upon  any  commodity,  always  assume  that 
that  rate  has  been  assessed  and  the  duty  paid  on  the  price  which  they 
have  paid  for  the  goods  in  question,  and  this  error  has  not  always 
b^n  corrected  by  campaign  stump  speakers.  A  person  buying  a 
suit  of  clothes  at  $25  on  which,  let  us  say,  the  rate  of  duty  is  50  per 
cent,  immediately  assumes  that  S12.50  duty  has  been  paid  to  the 
Government  upon  that  suit  of  clothes.  The  fact,  however,  being 
that  the  duty  was  actually  assessed  on  the  cloth  entering  into  that 
suit  of  clothes,  which  mignt  possibly  have  been  valued  at  $5  and  a 
duty  paid  of  $2.50. 

Examinations  made  by  me  in  the  22  different  commodities,  carry- 
ing duties  under  the  old  law  from  45  to  60  per  cent,  showed  that  the 
amount  of  duty  in  no  case  was  greater  than  12  per  cent  of  the  retail 
price,  but  averaged  between  9  and  10  per  cent.  Therefore,  assessing 
the  duty  on  the  American  wholesale  selling  price  would  be  more  in 
harmony  than  what  the  mass  of  people  now  believe  to  be  true. 

Senator  Simmons.  Let  me  ask  you  another  question,  going  back  to 
what  we  were  discussing  just  now\  This  18  per  cent  w^e  were  talking 
about,  the  average  rate  in  the  Payne-Aldricn  bUl,  is  the  average  of 
all  importations,  Doth  on  the  free  list  and  on  the  dutiable  list  ? 

Commissioner  Burgess.  Yes,  sir. 

Senator  Simmons.  What  would  be  the  rate,  calculated  on  the  basis 
of  dutiable  invoices  only  ? 

Commissioner  Burgess.  Assuming  the  figures  that  I  gave  before, 
that  out  of  the  total  imports  of  last  year  40  per  cent  of  them  were  on 
the  free  list,  then  it  would  be  that  18  per  cent  would  have  been  col- 
lected on  about  60  per  cent  of  the  total  imports. 

Senator  Simmons.  What  would  be  the  average  on  the  dutiable 
imports,  as  distinguished  from  the  average  on  the  total  imports? 

Commissioner  Burgess.  It  would  be,  according  to  this  figure, 
about  30  per  cent. 

Senator  Simmons.  About  30  per  cent  ? 

Commissioner  Burgess.  Yes,  sir. 

Senator  Simmons.  To  what  extent  would  the  new  valuation  increase 
that  rate  ? 

Commissioner  Burgess.  That  is  based  on  the  new  valuation. 

Senator  Simmons.  You  mean  you  reached  your  conclusion  on  the 
basis  of  the  new  valuation  ? 

Commissioner  Burgess.  Yes,  sir.  That  is  the  present  rate,  ac- 
cording to  the  House  Committee. 

Senator  Simmons.  What  was  the  Payne-Aldrich  rate?  Wliat 
would  be  the  rate  in  the  present  bill,  eliminating  the  new  valuation 
as  based  upon  calculations  as  to  the  dutiable  imports  ? 

Commissioner  Burgess.  Based  on  the  same  year  that  I  have 
taken  this  from,  it  would  be  practically  the  same,  30  per  cent,  30  or 

Senator  Simmons.  Do  you  mean  to  say  upon  the  rates  in  this 
bill,  under  the  old  valuation,  the  average  of  the  dutiable  imports 
would  be  the  same  as  they  would  be  with  the  new  valuation  ? 

Commissioner  Burgess.  Based  on  the  same  imports,  the  same 
class  of  imports. 
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Senator  S1MMON3.  The  same  class  of  dutiable  imports,  I  am 
talking  about.  You  say  under  the  Payne-Aldrich  bill  those  dutiable 
imports  would  be  about  30  per  cent? 

Commissioner  Burgess.  About  that,  in  roimd  figures. 

Senator  Simmons.  That  is  upon  the  old  basis  of  valuation  ?         • 

Commissioner  Burgess.  Yes  sir. 

Senator  Simmons.  Now,  if  you  change  that  to  the  American  basis 
of  valuation  how  will  that  ajBtect  those  rates  ? 

Commissioner  Burgess.  The  rates  will  be  so  much  lower. 

Senator  Simmons.  How  much  will  that  increase  the  rates? 

Commissioner  Burgess.  It  ought  not  to  increase  them  any,  because 
the  difference  is  calculated  on  the  lower  rates  on  the  American 
valuation. 

Senator  Simmons.  Then  you  mean  to  tell  us  now  that  the  amount  of 
tax  that  would  be  paid  upon  the  dutiable  imports  of  this  country  under 
this  bill  would  be  the  same  under  the  American  valuation  plan  as 
thev  would  be  under  the  foreign  valuation  plan  ? 

Commissioner  Burgess.  Based  on  the  same  imports;  but  if  there 
are  more  dutiable  imports  it  would  be  different;  if  there  were  more 
imports  of  free  goods  it  would  be  different  again. 

Senator  Simmons.  If  practically  the  same  du,tiable  imports  should 
come  in  under  this  bill  as  came  in  under  the  Payne-Aldrich  bill,  the 
fact  that  you  have  changed  the  basis  of  valuation  from  the  foreign  to 
the  domestic  would  not  increase  the  amount  of  tax  that  the  importer 
would  have  to  pay  the  Federal  Government  ? 

Commissioner  Burgess.  Based  on  the  same  figures,  no. 

Senator  Simmons.  I  do  not  know  what  you  mean  by  ''the  same 
figures." 

Commissioner  Burgess.  The  same  imports. 

Senator  Simmons.  The  same  imports? 

Commissioner  Burgess.  Yes,  sir. 

Senator  Simmons.  The  same  rates  of  duty  ? 

Commissioner  Burgess.  Yes,  sir. 

Senator  Simmons.  Although  the  American  valuation  pays  about 
25  or  30  per  cent  higher  than  the  foreign  valuation,  you  say  it  does 
not  increase  the  tax? 

Commissioner  Burgess.  Because  the  rates  are  that  much  lower. 

Senator  Simmons.  Suppose  they  are  not  lower,  but  are  the  same  ? 

Commissioner  Burgess.  Oh,  that  is  another  proposition-. 

Senator  Simmons.  That  is  the  first  question  I  asked  you.  Take 
the  present  bill  with  the  present  rate,  and  assume  that  tne  dutiable 
imports  will  be  the  same,  now  much  more  will  have  to  be  paid  by  the 
importer  under  the  American  valuation  plan  than  under  the  old 
foreign  valuation  plan  ? 

Commissioner  Burgess.  That  is  entirely  a  hypotheticfil  question* 

Senator  Simmons.  I  know  it  is. 

Commissioner  Burgess.  It  would  be  very  much  greater. 

Senator  Simmons.  How  much  greater  ? 

Commissioner  Burgess.  Such  an  idea  is  not  contemplated  at  all^ 
to  keep  the  same  rates  applied  to  the  American  valuation  that  are 
now  applied  to  foreign  valuation. 

Senator  Simmons.  Everybody  has  admitted  that  the  rates  of  this 
bill  were  practically  the  same  as  the  rates  in  the  Payne-Aldrich  bill. 
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Commissioner  Burgess.  The  equivalent.  They  are  not  the  same 
rates,  but  are  equivalent.  There  is  a  difference  between  being  the 
same  rates  and  equivalent  rates. 

Senator  Simmons.  And  the  same  average? 

Commissioner  Bubqess.  Yes,  sir;  because  it  has  been  allowed  for 
in  the  lower  rate  based  on  the  American  valuation.  This  morning  a 
question  came  up  about  a  certain  commodity,  70  cents  on  a  foreign 
valuation  and  100  cents  or  a  dollar  on  the  American  valuation.  At  tne 
present  time  there  would  be  a  50  per  cent  duty  on  the  foreign  valu- 
ation, which  is  35  per  cent,  making  the  foreign  article  landed  here 
cost  SI. 05.  Now,  the  Senator  made  the  proposition,  suppose  you 
figure  that  on  the  American  valuation,  that  would  be  50  cents,  you 
would  be  bringing  your  foreign  product  up  to  $1.20  or  15  cents  higher; 
but  such  a  proposition  is  not  contemplated  at  all.  It  would  be  pre- 
posterous to  think  of  doing  such  a  thing. 

Senator  Simmons.  I  am  advised  that  it  was  admitted  by  the  pro- 
ponents of  this  bill  in  the  House  that  the  American  valuation  would 
average  something  like  50  per  cent  above  the  foreim  valuation,  and  a 
cut  ofS^  per  cent  in  the  rates  of  duty  would  make  about  the  same 
revenue.  Do  you  think  that  admission  was  ill  advised  and  did  not 
reflect  the  truth? 

Commissioner  B.uroess.  Will  you  please  repeat  that,  Senator? 

Senator  Simmons.  It  was  admitted  by  the  proponents  of  the  bill 
on  the  floor  of  the  House  that  the  American  valuation  would  average 
about  50  per  cent  above  par.     Is  that  correct  ? 

Commissioner  Burgess.  I  should  say  that-  that  is  reasonably 
within  the  limit. 

Senator  Simmons.  A  cut  erf  3^  in  the  rate  of  duty  would  net  about 
the  same  rate. 

Commissioner  Burgess.  Three  and  one-tenth  ? 

Senator  Simmons.  Yes. 

Commissioner  Burgess.  No;  I  can  not  understand  that  at  all. 

Senator  Simmons.  You  think  that  is  not  true  ? 

Commissioner  Burgess.  No.  I  do  not  understand  those  figures 
at  all.     I  do  not  know  what  they  mean. 

Senator  Simmons.  I  imagine  they  mean  that  if  you  reduce  the  rate 
^y  3tV  under  the  American  valuation  it  would  yield  about  the  same 
as  under  the  rates  that  are  proposed  under  the  foreign  valuation. 

Senator  Smoot.  Yes;  but  the  average  of  the  importations,  free  and 
dutiable,  would  never  be  50  per  cent.  I  have  here  for  1912  the  aver- 
age of  free  and  dutiable  goods  under  the  Payne-Aldrich  bill  imported 
into  the  United  States,  17.1  per  cent;  and  the  average  rate  oi  duty 
for  the  calendar  year  1920  under  the  Underwood-Simmons  bill  was 
6.38  per  cent.  The  reason  of  the  difference  in  the  average  is  that 
under  the  Underwood  bill  there  had  been  so  many  items  put  upon 
the  free  list  and  importations  were  so  much  larger  on  the  free  list, 
compared  with  the  dutiable  list,  that  it  brings  down  the  general 
average  of  importation,  both  of  free  and  dutiable  goods  imported. 

Senator  Simmons.  That  was  for  what  year  ? 

Senator  Smoot.  In  1912.  In  the  Payne-Aldrich  bill  the  average 
was  17.1  per  cent,  and  the  average  for  the  calendar  year  1920  was  6.38 
per  cent. 

Senator  Simmons.  That  was  a  different  year  when  there  were  en- 
iirely  different  prices.  Of  course,  the  average  would  depend  upon  the 
prices.    Take  the  Payne-Aldrich  bill,  Senator,  and  you  will  find  that 
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the  average  rate  of  duty  is  entirely  different  from  year  to  year,  de- 
pendent upon  the  prices  of  the  product. 

Senator  Smoot.  There  is  a  httle  difference,  but  very  little  when  you 
take  the  whole  of  it,  and  that  comes  from  the  fact  that  one  jear  the 
importation  of  free  goods  was  greater,  and  the  next  year  the  importa- 
tion of  dutiable  goods  was  greater,  and  I  am  giving  you  now  what  you 
were  discussing  before,  the  average  of  the  last  year  which  we  had  under 
the  Underwood  bill  and  the  last  year  that  America  had  under  the 
Payne-Aldrich  bill,  and  there  is  that  difference  between  the  general 
average  of  all  importations  into  this  country. 

Senator  Simmons.  The  only  ♦way  you  would  ever  arrive  at  that 
proposition  would  be  to  ascertain  what  would  have  been  the  result  if 
the  Payne-Aldrich  bill  would  have  been  applied  to  the  dutiable 
products  of  1920. 

Senator  Smoot.  Yes;  but  if  that  were  the  case  the  Payne-Aldrich 
rate  of  17.1  per  cent  would  be  not  much  more  than — ^speaking  offhand,. 
I  would  not  say  it  exactly,  because  I  have  to  figure  it  in  my  head — ^but 
under  the  Pa3aie-Aldrich  bill,  if  it  had  been  in  existence  in  1920,  the 
average  of  the  rate  would  have  been  less  than  10  per  cent. 

Senator  Simmons.  Less  than  10  per  cent.  I  understand  upon  the 
basis  of  present  duties  it  is  estimated  that  the  rates  in  this  bill  would 
amount  to  an  average  of  18  per  cent. 

Commissioner  Burgess.  Approximately,  as  far  as  the  report  shows. 

Senator  Simmons.  Senator  Smoot  says  under  the  basis  of  the 
Payne-Aldrich  bill  the  average  of  1920  would  have  been  about  10  per 
cent. 

Senator  Smoot.  A  little  less  than  10  per  cent. 

Senator  Simmons.  A  little  less  than  lO  per  cent.  Now,  you  have 
drafted  a  bilFth^t  this  witness  says  will  yield  an  average  of  about  18- 
per  cent.  That  is  8  per  cent  higher  than  the  rate  in  the  Payne-Aldrich 
till. 

Senator  Smoot.  No;  you  must  have  misunderstood  me.  On  the 
importations  as  they  came  in  under  the  Underwood  bill — that  is,  with 
the  free  list  the  same  as  the  Underwood  bill  and  the  dutiable  list  at 
the  same  rate  as  the  Underwood  bill,  then  they  would  be  a  little  lesa 
than  10  per  cent. 

Senator  McCumber.  That  is  a  mere  matter  of  calculation.  Sen- 
ators.    You  will  allow  the  witness  now  to  proceed. 

Commissioner  Burgess.  Second,  the  possibility  of  securing  actual 
dutiable  valuation  would  he  greatly  decreased.  Instead  of  having 
to  deal  with  foreign  manufacturers  and  agents,  whose  interest  is  to 
misrepresent  and  deceive  and  who  usually  refuse  to  give  information 
of  any  value,  the  American  manufacturer  and  wholesale  dealer,  in 
whose  interest  the  Government  desires  the  information,  would  be,, 
not  only  willing,  but  anxious  to  furnish  such  information  as  the 
Government  would  reauire. 

Senator  Simmons.  Mr.  Chairman,  I  am  compelled  to  go  over  to  the 
Senate.     When  I  leave  there  will  be  no  member  of  the  minority  here. 

Senator  McCumber.  We  would  like  to  run  until  5  o'clock.  There 
are  two  members  of  the  commission  here  who  have  not  testified,  and 
another  gentleman  who  wishes  to  file  a  brief.  There  is  a  call  for 
other  witnesses  on  another  subject  to-morrow,  and  we  would  like 
to  get  through  as  rapidly  as  possible. 
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Senator  Simmons.  I  think,  Mr.  Chairman,  that  the  minority  would 
like  especially  to  be  present  when  the  members  of  the  Tariff  Com- 
mission are  examined,  and  there  will  be  no  one  representing  the 
minority  after  I  leave.  So  I  suggest  that  you  take  up  some  other 
witnesses  and  let  the  other  members  of  tfie  board  come  back  to- 
morrow. 

Senator  McCumber.  Can  3^ou  not  send  over  some  other  members 
of  the  minority,  and  let  us  finish  with  this  witness  ? 

Senator  Simmons.  I  will  try,  and  if  I  do  not  succeed  in  getting 
some  other  member  of  the  minority,  I  wish  my  suggestion  might  be 
followed. 

Senator  McCumber.  If  vou  do  not  succeed,  we  will  endeavor  to 
comply  with  your  request. 

Commissioner  Burgess.  In  any  event,  the  power  to  secure  facts 
would  be  in  the  hands  of  our  own  officials;  they  could  compel  the 
attendance  of  all  interested  parties  for  the  purpose  of  establishing 
true  market  values;  they  could  punish  for  neglect  to  produce  such 
evddence,  or  for  perjured  testimony.  The  whole  legal  process  would 
be  in  the  hands  of  our  o\vn  Government. 

Third,  the  Government  would  be  free  from  all  diplomatic  entangle- 
ments and  such  embarrassments  as  have  frequently  arisen,  as  above 
illustrated,  in  the  case  of  the  French  goods. 

Fourth,  although  for  the  time  being,  it  probably  would  be  necessary 
to  increase  the  appraising  force  in  the  United  States,  this  would  be 
somewhat  offset  l>y  materially  reducing  the  number  of  foreign 
investigators  and  the  increased  revenue. 

Fifth,  the  Government  would  get  a  much  larger  revenue  And  would 
be  in  position  to  collect  the  revenue  prescribed  by  Congress.  Those 
who,  tnrough  low  valuations  or  gross  undervaluation,  are  now  reaping 
enormous  profits  out  of  our  markets  would  at  least  be  compelled  to 
share  these  profits  with  the  Government,  and  thus  reduce  the  unjust 
competition  between  them  and  the  responsible  and  honest  importer' 
and  the  domestic  manufacturer. 

Sixth,  tliis  method  of  assessing  duty,  when  based  upon  a  comparable 
and  competitive  American  article,  practically  makes  a  specific  duty 
applicable  to  all  such  goods  no  matter  from  what  country  they  are 
exported.  The  article  made  in  the  Orient  majr  be  of  much  lower  cost 
and  mai'ket  value  in  the  country  of  production  than  similar  goods 
made  in  England,  but  the  duty'  being  assessed  upon  the  American 
article  would  make  the  same  amount  of  duty  to  be  assessed  upon  both 
the  oriental  and  the  English  production.  The  present  method  dis- 
criminates against  the  highest-cost  country  ana  favors  the  lowest- 
cost  country. 

Seventh,  the  American  manufacturer  would  have  increased  pro- 
tection because  the  law  would  not  be  so  easily  evaded  and  would 
actually  have  the  protection  Congress  intended  he  should  have. 

Eighth,  assessing  duty  upon  American  valuation  will  not  permit 
the  American  producer  to  unduly  advance  or  pyramid  his  selling 
price.  That  seems  to  be  one  of  the  claims  made  by  some 
who  would  favor  it  otherwise.  It  will  be  the  very  means  of 
checking  such  advances.  For  example,  if  the  selling  cost  of  the 
foreign  article,  plus  the  expenses  of  landing,  is  $80  and  the  American 
article  is  $100  it  is  assumed  that  a  duty  ox  $20  would  be  req^uired  to 
equalize  the  selling  cost  of  the  foreign  article  in  America,  or  it  would 
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change.  It  became  my  official  duty  to  go  into  the  matter  with 
considerable  care.  I  tried  to  look  at  the  dutiable  basis  from  every 
side  with  a  view  to  the  reaching  of  a  conclusion  which  would  be 
absolutely  unbiased. 

There  are  reasons  for  the  continuance  of  the  present  system  which 
are  strong  and  which  are  hard  to  overcome.  Ii  the  proposition  were 
to  substitute  an  untried,  unknown  appraisement  basis  for  a  perfect 
system  of  determining  value,  it  would  be  very  easy  to  reach  a  con- 
clusion. But  the  more  one  looks  into  this  question  and  the  greater 
one's  knowledge  growing  out  of  the  admmistration  of  the  laws 
governing  the  collection  of  duties  ad  valorem,  the  more  one  realizes 
that  the  present  system  is  very  far  from  perfection. 

In  theory  the  appraising  officers  ascertain  foreign  market  value; 
that  is  to  say,  the  appraising  officers  report  to  the  collector  of  customs 
the  value  at  which  merchandise  of  the  kind  undergoing  appraisal  is 
sold  or  freely  offered  for  sale  in  wholesale  quantities  in  the  principal 
markets  of  the  country  of  exportation  at  the  time  of  exportation.  In 
theory  the  importer, when  he  makes  entry  of  his  goods  at  the  custom- 
house, knows  what  the  foreign  market  value  is.  But  the  practice  is 
different  from  the  theory.  On  the  one  hand,  foreign  values  are  often 
unknown  to  appraising  officers.  On  the  other  hand,  importers  repeat- 
edly seek  relief  for  undervaluation  upon  the  plea  that  they  did  not  know 
the  foreign  market  values.  All  they  know,  as  has  again  and  ^ain  been 
said,  is  the  price  paid  or  agreed  to  be  paid  for  their  goods.  'Diey  were 
ignorant,  they  say,  of  any  change  up  or  down  in  that  price  between  the 
(Tate  of  contract  of  purchase  and  the  date  of  exportation  of  the  goods, 
which  might  vary  from  a  few  days  to  months  or  even  a  year  or  more. 
The  importer  says,  '*  I  do  not  even  know  when  I  order  my  goods  when 
the  exportation  date  will  be  " — nor  does  he,  nor  can  he.  He  may  say, 
*' Sena  me  my  goods  as  nearly  as  you  can  at  such  or  such  a  time,"  or 
from  time  to  time  about  sucn  and  such  dates,  say,  one  month  or  six 
months,  or  what  not,  if  it  is  a  continuing  contract.  But  the  exact 
date  of  exportation  may  depend  upon  the  ability  to  get  a  vessel  or  to 
get  space  on  a  vessel;  there  may  be  delay  in  the  sailing  of  the  vessel, 
there  may  be  other  reasons,  and  it  is  the  date  of  exportation  which  he 
is  supposed  to  know.  In  the  case  of  fluctuating  values  it  is  very 
important  that  the  exact  time  be  known. 

In  practice,  what  does  he  do  ?  In  the  case  of  purchased  goods  he 
follows  his  invoice,  which  shows  what  he  paid  for  his  goods  or  what  he 
contracted  to  pay  for  his  goods.  The  importer  is  permitted  by  the 
law  to  add  to  or  deduct  from  the  invoice  price  such  an  amount  as  will 
express  in  his  entry  the  wholesale  market  value  at  the  time  of  expor- 
tation.    But  in  order  to  add  or  deduct  he  must  know  of  the  change. 

Under  present  practice — a  practice  which  sprang  up  during  the 
war — the  importer  confers  with  the  examiners,  who  are  the  real 
appraising  officers  in  practice,  and  the  examiners  help  him  to  fix  the 
values  upon  his  goods. 

Importers  have  said  time  and  again — they  have  even  come  to  the 
commission  with  the  statement — '*  We  are  willing  to  pa}^  duties  what- 
ever the  rate  may  be,  whatever  the  value  may  be,  if  we  can  only  tell 
at  the  time  we  pay  them  what  the  duties  will  actually  be." 

It  is  certainty  that  they  ask.  They  do  not  wish  to  sell  their  goods 
with  a  possibility  of  reappraisement  at  a  higher  value  hanging  over 
their  heads,  with  penalties  for  undervaluation  which  run  up  to  con- 
fiscation of  the  goods  if  they  are  available. 
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These  are  some  of  the  things  to  consider  as  to  goods  that  are 
purchased. 

Now,  as  to  merchandise  obtained  otherwise  than  by  purchase, 
usually  referred  to  as  "consigned  goods,"  the  agent  in  the  United 
States*  is  supposed  to  know  the  foreign  market  value  and  the  invoice 
is  required  oy  the  law  to  state  the  foreign  market  value  at  the  time 
of  exportation.  That  is  a  different  matter  from  what  the  purchaser 
has  to  do.     The  agent  of  the  foreign  owner  for  whose  account  the 

foods  are  sold  in  the  United  States  is,  therefore,  in  a  position  to  know 
etter  what  he  will  set  down  in  his  entry  as  the  market  value  than  the 
importer  who  purchases,  whose  invoice  states  what  the  goods  cost. 
And  the  entrant  of  the  goods  obtained  otherwise  than  by  purchase  is 
supposed  to  be  better  able  than  the  importer  of  purchased  goods  to 
enter  his  goods  at  the  real  market  value.  But  even  he  fails  to  get 
the  correct  value  in  many  cases,  and  there  is  the  same  uncertaintv 
as  to  what  the  value  of  the  goods  and  the  amount  of  duties  will 
finally  be. 

iSo  much  as  to  goods  that  have  foreign  market  values. 

There  is  a  large  body  of  imports  which  have  no  foreign  market 
value  that  is  ascertainaole  by  tne  appraising  officers,  or  vmich  have 
no  selling  price  at  all  abroad.  They  are  goods  which  are  manu- 
factured for  shipment  to  the  United  States  for  further  manufacture, 
such  as  essential  oils  made  in  France  and  sent  over  here  as  compounds 
to  be  used  by  agents  in  the  manufacture  of  perfumery,  simply  by 
adding  alcohol.  What  does  the  law  say  shall  be  done  in  such  cases  ? 
That  the  appraising  officers  shall  ascertain  the  cost  of  production 
abroad.  Everyone  knows  that  it  is  very  difficult,  well-nigh  impos- 
sible, to  get  costs  of  production  abroad. 

Then,  the  act  also  says,  "  If  you  can  not  get  costs  of  production 
abroad,  take  the  selling  price  in  the  United  States  and  work  back  by 
deduction  of  various  items  to  a  foreign  market  value.'' 

Well,  in  manv  cases  there  is  no  selling  price  in  the  United  States 
of  the  importecf  article,  as,  for  example,  in  the  case  of  indoxyl,  the 
basis  of  indigo.  So  the  only  possible  means  of  actually  finding  a 
value  is  to  get  the  cost  of  production  abroad,  which  in  most,  if  not 
indeed  substantially.all,  cases  is  impracticable  of  ascertainment. 

You  have  heard  already  of  objections  to  the  present  system,  espe- 
cially obtaining  at  the  present  time,  such  as  the  instability  of  ex- 
change. Add  to  that  tne  objections  applicable  at  all  times,  such 
as  the  difficulties  incident  to  reliance  upon  invoices,  variance  be- 
tween foreign  consumption  values  and  export  prices,  and  differences 
in  cost  of  production  in  foreign  countries,  and  you  have  reasons  why 
the  present  system  can  not  be  called  perfect. 

Take  one  of  those.  I  shall  not  dwell  upon  the  others,  but  shall  take 
just  this  one,  and  then  go  to  another  phase  of  the  subject. 

Take  reliance  upon  invoices.  Reliance  upon  invoices  is  something 
that  can  not  be  lost  sight  of  in  this  matter  oy  anyone  who  wishes  to 
examine  the  question  of  the  dutiable  basis  for  goods  subject  to  ad  va- 
lorem duties  in  a  way  which  will  be  most  likely  to  enable  the  inquirer 
to  reach  a  real  conclusion.  It  is  a  simple  matter  to  follow  the  invoice 
in  reporting  a  value  to  the  collector,  and  it  is  done  in  many,  many 
cases,  and  it  can  be  done  at  the  pleasure  of  the  appraising  officers. 

I  am  not  saying  that  in  disparagemenSof  the  men  who  do  the  ap- 
praisement, because  they  are  men  of  ability,  men  who  study  values, 
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men  who  are  well  informed  upon  values,  and  men  who  work  for  the 
Government  at  salaries  disproportionate  to  the  character  of  the  work 
which  they  do.  With  no  intention  of  disparaging  them  I  wish  to 
repeat  that  with  the  invoice  before  him  tne  appraising  oflScer  can 
return  a  value  with  very  little  delay  and  with  very  little  mental  effort 
and  with  no  inauiry.  1  do  not  say  he  does  it,  because  I  know  to  the 
contrary  that  tnere  are  real  appraisements  and  many  real  appraise- 
ments, and  that  there  are  real  appraisements  where  the  appraising 
officers  can  make  them,  but  in  cases  under  the  present  system  where 
the  appraising  officers  can  not  make  real  appraisements  they  naturally 
rely  upon  the  invoices. 

That  leads  to  this  point,  that  under  the  present  system  there  is 
reliance  upon  foreign  sources  of  value  in  determining  the  value  upon 
which  duties  ad  valorem  shall  be  assessed. 

What  is  it  on  the  other  side  ?  What  is  to  be  gained,  if  anything, 
by  a  change  to  American  valuation — that  is,  the  wholesale  selling 
price  of  goods  in  the  United  States  ? 

It  may  be  said,  and  probably  will  be  said,  to  you  that  it  means  that 
all  of  the  information,  extensive  though  it  be,  already  in  the  minds 
or  possession  of  the  appraising  officers  will  be  wasted.  That  does 
not  follow,  as  we  shall  see  later. 

It  is  further  said,  or  will  be  said,  that  the  appraising  officers  will 
have  to  begin  anew,  even  though  they  do  not  have  to  unlearn  what 
they  already  know.  They  will  nave  to  begin  anew  in  the  sense  that 
they  will  have  to  go  out  and  ascertain  the  values  in  the  United  States. 
In  answer  to  that  it  may  be  said  that  appraising  officers  now  know 
many  American  values. 

It  may  also  be  said  that  the  appraising  officers  and  the  importers 
can  not  tell  what  goods  producecf  m  the  United  States  are  compara- 
ble and  competitive  with  the  imported  articles.  Perhaps  the  strong- 
est point  of  all  in  that  connection  is  that  the  importer  will  never  know 
what  value  to  set  down  in  his  entry.  He  has  no  invoice  to  guide  him. 
What  he  paid  for  his  goods  will  not  help  him.  He  must  go  out  into 
the  markets  of  the  United  States,  figuratively  speaking,  and  find  out 
the  best  he  can  what  the  wholesale  selling  prices  of  the  goods  are  after 
he  decides,  or  guesses,  if  you  please,  as  to  what  are  comparable  goods; 
and  he  must  set  down  in  his  entry,  at  his  peril,  an  amount  which  may 
be  more  or  which  may  be  less  than  the  amount  which  the  appraising 
officer  will  find  to  be  the  value  for  tariff  purposes. 

There  is  considerable  truth  in  all  that,  for  no  one  looking  at  this 
matter  can  say  that  you  can  substitute  overnight  such  a  new  plan 
for  a  plan  that  has  been  in  operation,  with  modifications  from  time 
to  time,  but  not  in  principle,  for  a  hundred  years  or  so  and  expect 
it  to  be  a  coniplete  and  successful  supercession  at  once. 

This  bill  (Ii.  R.  7456)  takes  that  condition  into  consideration  and 
contains  a  provision  which  will  throw  an  added  burden  upon  the 
appraising  officers,  but  which  will  absolutely  relieve  the  importer 
from  any  liability  that  is  not  incurred  by  fraud;  and  that  is  to  be 
done  in  this  way:  Any  importer  can  go  to  the  appraiser  and  say,  in 
effect,  to  him,  '^  I  do  not  know  the  value  in  the  United  States  of  these 
goods.  Please  advise  me.''  This  bill  makes  it  the  duty  of  the  ap- 
praising officer  to  make  an  advisory  appraisement  which,  if  adopted 
and  carried  into  the  entry -fey  the  importer,  will  relieve  the  importer 
from  all  additional  duties  for  undervaluation  innocently  made  in  error. 
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Mr.  Chairman;  we  have  in  this  bill  a  matter  which  should  be- con- 
sidered independentljr  of  the  merits  of  the  main  question,  namely, 
whether  or  not  American  valuation  is  a  better  system  of  appraise- 
ment than  foreign  values.  Why  should  not  appraising  officers  help 
importers  is  the  question.  Why  can  we  not  nave  an  immediate 
appraisement?  Wny  can  not  an  importer  do  by  law  under  the 
American  valuation  system  what  he  is  doing  in  practice  to-day — go 
to  the  appraiser  and  ascertain  what  the  appraiser  thinks  is  the  value  ? 
Under  tne  present  law  the  importer  takes  the  advice  of  the  appraiser 
at  his  peril,  for  the  appraiser,  after  having  told  the  importer  in  good 
faith  what  he  then  knew  or  what  he  had  reason  to  believe  to  be  the 
market  value,  may  find  it  necessary,  when  he  actually  appraises  the 
goods  in  the  performance  of  his  duty,  to  raise  the  value,  and  the 
importer,  who  in  good  faith  carried  that  advisory  appraisement  into 
his  entry,  may  have  to  pay  additional  duties. 

In  this  bill  the  Congress  will  saj^  that  when  the  entrant  adopts  the 
advisory  appraisement  in  good  faith  he  shall  not  have  to  pay  addi- 
tional duties  in  the  event  oi  there  being  an  advance  in  the  value  upon 
reappraisement.  If  he  commits  fraua,  he  can  be  sent  to  the  peni- 
tentiary or  fined;  but  the  innocent  importer,  the  importer  wno  is 
guiltless  of  fraud,  can  make  his  entry  under  this  bill,  if  it  should 
become  a  law,  with  perfect  confidence  that  that  is  final  in  respect  to 
additional  duties. 

He  may  have  to  pay  increased  duties;  but,  as  I  said  in  the  begin- 
ning of  my  remarks,  it  is  not  the  increased  duties — by  that  I  mean 
the  regular  duties  as  contradistinguished  from  additional  duties  for 
undervaluation — that  frighten  him  and  make  him  hesitate  to  sell  his 
goods.  It  is  the  fear  of  penalties  which  may  be  incurred  now  and 
always  have  been  possible  under  the  system  of  ad  valorem  duties  on 
foreign  values. 

Under  this  bill,  whether  or  not  the  American  valuation  system  be 
better  as  an  appraisement  basis  than  the  foreign  valuation  of  goods, 
the  importer  will  know  better  than  he  now  does  what  he  will  have  to 
do  ana  what  he  will  have  to  pay  in  duties,  and  the  important  fact 
that  he  will  know  is  that  as  long  as  he  acts  in  good  faith,  adopts  the 
advisory  appraisement  in  good  faith,  with  no  intention  to  defraud 
the  Government,  with  no  suppression  of  material  facts  that  the 
appraising  officers  ought  to  know — with  nothing,  in  other  words, 
that  is  fraudulent — he  will  know  that  the  amount  he  sets  down  in 
his  entry  is  final,  so  far  as  additional  duties  or  penalties  are  concerned. 

As  to  the  comparability  and  competitiveness  that  we  find  in  H.  R. 
7456,  the  purpose  of  this  bill,  as  shown  by  its  language,  is  to  fmd  a 
value  for  comparable  and  competitive  products  of  the  united  States, 
if  there  are  any,  as  the  dutiable  value,  that  is,  the  value  upon  which 
duties  ad  valorem  are  to  be  taken. 

There  may  be  and  will  be,  undoubtedly^,  difficulties  in  determining 
what  goods  are  comparable  and  competitive,  especially  to  determine 
what  goods  are  comparable.  My  own  view  is  that,  like  the  word 
'* similar"  which  appears  in  our  tariff  laws  and  in  other  laws  and 
which  has  repeatedly  been  interpreted  in  decisions  by  the  United 
States  courts  and  in  decisions  by  State  courts 

Senator  Smoot.  Would  you  prefer  to  use  the  word  ''similar"  ? 
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Mr.  McNabb.  In  the  report  of  the  Tariff  Commission  of  last  March 
entitled  ''Information  Concerning  American  Valuation  as  the  Basis 
of  Assessing  Duties  Ad  Valorem,  the  commission  put  down  at  the 
bottom  of  page  14  in  the  form  of  a  footnote  a  number  of  proposed 
or  alternative  phrases.     They  are  as  follows: 

''Of  the  same  kind  as  the  imported  merchandise"  or  "of  a  kind 
comparable  therewith  in  material,  quality  and  use,'^  or  "made  of 
similar  materials,  of  similar  quality,  and  of  similar  use,"  or  'of  the 
same  or  similar  kind,"  or,  following  the  last  sentence  of  paragraph  R 
of  Section  III  of  the  tariff  act  of  1913,  the  present  law,  ''such  or 
similar  merchandise  comparable  in  value  therewith." 

It  is  a  choice  of  terms.  Any  of  them  w^ill  probably  have  to  have 
judicial  interpretation. 

Comparable  and  competitive  were  adopted  as  having  some  advan- 
tages over  the  word  "similar."  With  the  word  "similar"  you  would 
also  have  identity  or  sameness.  Goods  may  be  comparable  bv  being 
either  of  the  same  kind  or  bv  being  of  like  or  similar  kind;  and  it  was 
found  that  this  phrase,  comparable  and  competitive,"  would 
answer  the  purpose  m  all  probability  better  than  any  of  the  other  terms. 

But  it  is  only  a  matter  of  phraseology,  and  a  change  can  readily  be 
made  if  it  should  be  thought  that  some  other  expression  would  better 
suit  the  needs  of  this  particular  provision  in  the  bill. 

If  vou  should  use  the  word  "similar,"  or  the  words  "same  and  sim- 
ilar, or  ''such  and  similar,"  you  will  find  that  there  have  been  a  great 
many  derisions  upon  the  terms  as  used  both  in  tariff  and  other  laws. 

If  the  Congress  should  see  fit  to  adopt  the  American  valuation  it 
stands  to  reason  that  there  must  be  judicial  interpretation;  and  if 
24  years'  experience,  upward  of  half  of  which  was  spent  in  active 
court  work,  oriefing  and  arguing  cases,  some  of  which  yeai's  were 
spent  in  helping  in  the  framing  oi  leo^islation,  including  the  tariff  act 
of  1909,  will  avail  anything,  1  should  venture  the  opinion  that  the 
Board  of  General  Appraisers  and  the  Court  of  Customs  Appeals,  and, 
if  need  be,  the  Supreme  Court,  can  quickly  let  it  be  known  for  the 
guidance  of  the  customs  officers  ana  the  information  of  importers 
what  those  words,  "comparable  and  competitive,"  mean,  ]ust  as 
they  have  interpreted  ana  do  interpret  other  terms  in  the  customs 
laws  of  the  United  States. 

If  the  appraising  officers  shall  find  that  there  are  no  comparable 
and  competitive  products  of  the  United  States,  they  have  a  clear 
field  without  statutory  restrictions  for  the  determination  of  the  value 
of  the  merchandise  and  for  doing  what  has  never  been  done  in  more 
than  a  hundred  years  of  constitutional  government.  Under  this  bill, 
if  it  should  become  a  law,  they  will  appraise  every  importation  into 
the  United  States.  In  other  words,  the  appraising  officers  for  the 
first  time  in  our  history  will  actually  appraise;  that  is,  find  in  every 
case  a  value  for  imported  merchandise,  and  not  do  as  they  have 
frequently  done  imder  the  present  law — rely  upon  or  follow  the 
invoice  value  or  price. 

This  bill  says  the  appraising  officers  must  by  reasonable  ways  and 
means  ascertain  the  value  in  the  United  States  of  comparable  and 
competitive  products  sold  in  the  open  markets,  and  so  on,  and  if 
such  products  can  not  be  found  or  such  value  can  not  be  ascertained 
to  the  satisfaction  of  the  appraising  officers,  they  must  find  the  value 
for  sale,  whether  or  not  there  shall  be  an  actual  sale,  for  consumption 


AMEBICAK  VALUATION.  51 

or  use  in  the  United  States.     They  must,  in  other  words,  find  a 
value;  they  must  appraise  every  importation. 

Instead  of  saying  in  the  law  that  you  must  find  value  according  to 
certain  steps,  such  as  first  foreign  market  value,  then  the  cost  of 
production  abroad,  or  what  not,  this  biU  says  that  in  determinmg 
value  for  sale  in  the  United  States  the  appraiser  may  take  into  con- 
sideration all  soiu'ces  of  value,  including  the  selUng  price  in  the  United 
States  of  goods  that  are  not  sold  in  ^olesale  quantities,  or  are  not 
sold  in  the  open  markets;  may  take  into  consideration  the  cost  of 

f^roducjbion  in  the  United  States;  may  take  into  consideration  the 
oreign  market  value,  if  there  be  any,  the  cost  of  production,  export 
price,  or  what  not — all  sources  of  value  may  be  considered,  to  the 
end  that  the  fair  market  value  of  the  goods  in  the  United  States  may 
be  ascertained. 

In  the  case  of  indoxyl,  the  manufacturer,  by  a  simple  process  of 
manufacture,  makes  indigo  out  of  indoxyl.  llie  appraising  officers 
can  take  the  value  of  the  indigo,  after  the  mdoxyl  is  made  into  indigo, 
and  can  work  back  to  the  value  of  the  indoxyl. 

Let  us  take  a  more  famiUar  illustration — the  essential  oils  used  in 
making  perfumery.  Alcohol  is  added.  The  appraising  ojfficers  can 
not  find  a  market  value  for  the  essential  oils  or  compounds,  because 
they  are  not  sold.  They  are  made  into  perfumes  for  sale.  The  ap- 
praising oflScer  can  readily  deduct  the  cost  of  labor  and  materials  m 
making  the  perfumery,  and  in  that  way  get  at  the  value  for  sale  in 
the  United  States;  that  is  to  say,  the  fair  market  value  in  the  United 
States  of  the  imported  article. 

And  so  it  is  with  other  things.  Take  the  oriental  rug  that  was 
spoken  of  this  morning.  The  rug  may  be  made  by  a  family  over  in 
Persia.  The  parents  and  children  may  all  work  on  it,  and  it  may 
take  them  months  or  years  using  vegetable  dyes  to  make  a  very 
valuable  rug.  There  may  be  very  few  rugs  in  the  world  like  it.  It 
comes  overTiere,  and  the  appraising  officers  can  determine  value  in 
a  niunber  of  ways.  The  law  does  not  say  they  must  take  the  invoice 
price  or  the  price  paid,  but  the  law  says  the  invoice  price  may  be 
taken.  The  appraiser  may  go  out  into  the  markets  and  rind  rugs,  or  a 
rug  comparable  with  that  rug,  and  may  decide  that  the  value  of  the 
comparalble  rug  is  the  proper  value.  But  he  can  always  know  the 
cost  price.     He  can  always  find  a  value.     He  can  always  appraise. 

So  it  is  with  every  other  kind  of  merchandise  that  can  be  imported. 
The  appraiser  would  have  to  appraise  and  find  a  value  that  would 
represent  the  fair  market  value  in  the  United  States  of  those  goods. 

Senator  Smqot.  Do  you  think  you  can  conclude  to-night  ? 

ilr.  McNabb.  I  shall  conclude  now  if  the  committee  would  like 
me  to. 

Senator  Smoot.  It  is  now  5  o'clock. 

Senator  McCumber.  It  is  our  regular  adjourning  time.  If  there 
are  some  other  points  that  you  care  to  present  other  than  those  you 
have  already  presented  to  the  committee,  Mr.  McNabb,  we  can  hold 
the  matter  open  for  you  until  to-morrow. 

Mr.  McNabb.  It  may  be  that  some  members  of  the  committee 
would  like  to  ask  me  some  questions.  I  am  at  the  service  of  the 
committee  in  any  way  that  you  desire. 

Senator  McCuaJber.  Please  be  here  in  the  morning,  then,  at  10.30 
o'clock. 
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Mr.  McNabb.  Very  well,  Mr.  Chairman. 

Senator  McCumber.  The  committee  stands  adjourned  until  10.30 
o'clock  to-morrow  morning. 

(Whereupon,  at  5  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Tuesday,  July  26,  1921,  at  10.30  o'clock  a.  m.) 

Tuesday,  July  26, 1921. 

The  committee  met  pursuant  to  adjournment  in  the  committee 
room.  Senate  Oflice  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boies  Pen- 
rose presiding. 

Present:  Senators  Penrose  (chairman),  McCumber,  Smoot,  Dilling- 
ham, La  FoUette,  Watson,  McLean,  and  Gerry. 

Present  also:  Hon.  William  S.  Culbertson,  member  United  States 
Tariff  Commission,  and  John  E.  Walker,  Esq.,  Chief  of  the  Legislative 
Drafting  Service  of  the  Senate. 

The  Chairman.  The  committee  will  come  to  order. 

Mr.  Culbertson,  a  member  of  the  Tariff  Commission,  is  here. 

Mr.  Culbertson,  you  are  aware  of  the  fact  that  the  committee  heard 
very  fully  yesterday  the  views  of  certain  individual  members  of  the 
Tariff  Commission,  and,  I  assume,  are  rather  fully  informed  as  to  the 
attitude  of  the  commission  individually.  If  you  have  anything  in 
addition  to  state  briefly,  or  if  any  member  of  the  committee  has  any 
inauiry  to  address  to  you,  this  is  a  good  opportunity. 

Has  any  member  of  the  committee  any  mquiry  to  address  to  Mr. 
Culbertson  ? 

(No  response.) 

Then,  Mr.  Culbertson,  will  you  proceed?  It  has  been  suggested 
to  me  as  chairman  that  you  might  nave  something  to  say  as  to  what 
your  view  is  on  the  subject  of  valuation. 

STATEMENT  OF  HON.  WILLIAM  S.  CULBERTSON,  MEMBER  UNITED 

STATES  TABIFF  COMMISSION. 

Commissioner  Culbertson.  Mr.  Chairman,  as  you  say,  the  matter 
has  been  quite  fully  discussed  by  the  other  men  who  have  appeared 
before  the  committee  representing  the  commission,  and  I  therefore 
will  not  take  the  time  of  the  committee  in  a  restatement  of  informa- 
tion before  you. 

The  Chairman.  Mr.  Culbertson,  before  you  go  on,  in  order  to 
identify  in  the  notes  your  status,  how  long  have  you  been  a  member 
of  the  commission  ? 

Commissioner  Culbertson.  I  was  one  of  the  original  appointees, 
Mr.  Chairman. 

The  Chairman.  How  many  years  ? 

Commissioner  Culbertson.  I  was  appointed  in  April,  1917,  and 
reappointed  by  President  Harding  in  iiarch,  1921.  i  am  a  resident 
of  Kansas,  livmg  at  Emporia,  Kans. 

The  Chairman.  What  had  been  your  occupation  prior  to  assuming 
these  duties  ? 

Commissioner  Culbertson.  I  am  a  lawyer  by  profession,  Mr. 
Chairman.  I  was  connected  with  the  old  tariff  board  under  the 
Taft  administration  and  worked  particularly  in  connection  with  the 
textile  schedules. 


AliBBIOAN  VALUATION.  53 

In  1915  I  was  appointed  counsel  on  the  Federal  Trade  Commission 
and  was  connected  with  the  legal  branch  of  that  organization.  I 
had  a  good  deal  to  do  with  the  problems  of  unfair  competition  which 
they  were  at  that  time  working  out.  In  1917  I  was  appointed  by  the 
President  to  the  TarifE  Commission  and  have  served  on  that  com- 
mission ever  since. 

The  Chairman.  Will  you  proceed,  please? 

Senator  La  Follette.  You  are  the  author  of  some  works  economic 
in  character  ? 

Commissioner  Culbertson.  Yes,  Senator. 

Senator  La  Follette.  State  what  books  you  have  published. 

Commissioner  Culbertson.  I  published  a  book  on  the  Economic 
Views  of  Alexander  Hamilton,  particularly  studying  his  protective 
principles  and  analyzing^  his  report  on  manufactures.  That  book  was 
published  by  the  i  ale  Press. 

I  have  also  published  a  book  on  Commercial  Policy  in  Wartime 
and  After,  a  book  in  which  I  have  discussed  the  broader  economic 
and  political  factors  connected  with  our  national  life. 

The  Chairman.  We  only  want  to  note  this.  We  know  that  you 
are  a  man  of  experience  and  learning.  Will  you  go  on  in  your  own 
way? 

Commissioner  Culbertson.  The  proposal  to  levy  ad  valorem  duties 
on  the  American  or  home  valuation  nas  become  important  at  the 

{)resent  time  because  of  the  very  disturbed  economic  conditions  in 
oreign  countries,  and  I  feel,  personally,  that  it  will  tend  to  help 
meet  the  very  unusual  conditions  which  you  are  confronted  witn 
to-day. 

It,  however,  should  be  said  that  it  is  not  a  panacea.  It  will  not 
meet  all  the  difficulties  with  which  you  are  comronted  on  this  ques- 
tion of  tariff  legislation.  The  object,  I  assume,  in  any  tariff  legisla- 
tion is  the  equalizing  of  conditions  of  competition  between  the  United 
States  and  foreign  countries.  Even  under  normal  conditions  that 
w^as  a  difficult  thing  to  arrive  at.  Costs  are  difficult  to  find,  both  in 
the  United  States  and  particularly  in  foreign  coimtries.  That  was 
difficult  when  all  of  these  foreign  countries  were  on  a  gold  basis,  when 
the  unit  of  value  was  definite.  Now,  when  these  countries  have  gone 
onto  a  depreciated  currency  basis,  when  the  Governments  have  re- 
sorted to  all  sorts  of  subsidies  and  restrictions  on  commerce  and  have 
interfered  with  the  courses  of  trade  to  a  very  great  extent,  of  course, 
the  difficulty  of  determining  the  actual  value  outlay  which  a  foreign 
manufacturer  makes  in  producing  a  product  is  unusually  great. 

The  unpegging  of  the  exchanges,  as  it  was  called,  in  March,  1919, 
and  the  removal  of  the  gold  emoargo  in  the  United  States  added,  of 
course,  to  the  complications.  The  exchanges  of  these  foreign  coun- 
tries went  down  precipitately,  and  this  situation  with  which  you  are 
confronted  to-day  came  upon  us. 

The  question  of  prices  abroad  should  be  considered  from  two 
standpomts.  There  are  certain  stable  commodities,  such  as  copper 
and  cotton  and  wool,  which  have  a  world  price  level,  and  they  have 
more  or  less  adjusted  themselves  to  depreciation  in  the  exchanges; 
that  is,  the  gold  basis  price,  as  we  have  it  in  the  United  States,  is 
reflected  in  a  very  mucn  higher  price  in  foreign  countries  where  the 
currencies  are  greatly  depreciatea. 
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But  the  difficulty  in  competition  does  not  come  in  that  field.  In 
fact,  the  duties,  where  there  are  duties  on  articles  of  that  kind,  are 
usually  on  a  specific  basis.  The  difficulty  comes  in  certain  of  the 
smaller  items.  I  have  in  mind  articles  like  toys  and  cutlery  and 
pottery  and  certain  chemicals.  The  exchange  value  of  foreign  cur- 
rencies we  have,  of  course,  in  the  reports  ea(3i  day  from  the  Federal 
Reserve  Board.  They  show  a  very  low  value  for  these  foreign  cur- 
rencies. The  mark  is  valued  at  about  one  and  one-third  cents,  but 
the  exchange  value  of  these  foreign  currencies  is  a  very  different 
thmg  from  what  is  known  as  the  purchasing  power  parity  of  these 
foreign  currencies.  In  other  words,  many  of  these  currencies  have 
a  much  higher  value  for  the  purpose  of  the  payment  of  wages  and 
the  purchase  of  goods  within  these  foreign  countries  than  they  have 
in  the  exchange  quotations. 

A  mark,  for  example,  in  certain  cases  in  Germany  may  have  a 
value  of  4,  5,  or  6  cents  for  the  purpose  of  the  payment  of  wages  or  the 
purchase  of  goods  within  that  country,  and  of  course  that  has  a  very 
distinct  effect  upon  international  competition. 

Senator  Watson.  You  mean  by  tnat  that  t;he  mark  is  valued 
at  a  cent  and  a  third  only  for  export  purposes,  and  that  it  has  a  higher 
valuation  for  domestic  purposes,  sucn  as  the  payment  of  wages,  etc.  ? 

Commissioner  Culbertson.  It  is  not  a  deliberate  attempt  on  the 
part  of  the  German  Government  to  fix  it  in  that  way.  Senator,  but 
government  subsidies,  government  regulations  and  restrictions  and 
the  force  of  custom  which  still  leads  the  mind  of  the  German  people 
to  go  back  to  the  original  value  of  the  mark — all  that  has  tenaed  to 
hold  up  the  value  of  the  mark  for  internal  purposes  within  that 
country. 

Senator  Smoot.  And  there  are  certain  commodities  the  prices  of 
which  are  fixed  by  Germany  ? 

Commissioner  Uulbertson.  Yes,  Senator. 

Senator  Smoot.  And  that,  too,  gives  the  mark  a  greater  value  in 
Germanjr  than  the  value  of  gold  outside  ? 

Commissioner  Culbertson.  Yes,  sir. 

Senator  La  Follette.  How  does  the  fixing  of  the  price  of  a  com- 
modity tend  to  hold  up  the  value  or  increase  the  value  of  the  mark 
in  local  circulation  ?    Explain  that,  will  you  ? 

Commissioner  Culbertson.  It  is  not  in  the  fixing  of  the  price  so 
much.  Senator.  Rents  are  fixed  by  the  Government  in  Germany  and 
are  maintained  at  a  very  low  level.  Of  course,  that  reduces  the  cost. 
Certain  subsidies  are  given  for  railroad  maintenance  which  help  to 
maintain  much  lower  transportation  rates  than  would  otherwise  be 
possible.  That  tends  in  certain  fields  to  maintain  this  higher  level 
of  value  for  the  mark. 

Senator  Smoot.  And  adds  to  the  purchasing  power  of  it. 

Commissioner  Culbertson.  Yes. 

Senator  La  Follette.  It  has  the  same  purchasing  power  in  all 
transactions  in  Germany,  has  it  not  ? 

Commissioner  Culbertson.  Yes;  but  it  does  not  have  the  same 
purchasing  power  for  international  exchange. 

Senator  La  Follette.  Oh,  I  understand  that. 

Commissioner  Culbertson.  It  does  not  have  the  same  purchasing 

Sower  for  international   exchange   as   for   internal  purchasing  in 
rermany. 
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Senator  La  Follettb.  Where  is  this  information  obtained  which 
you  are  now  giving  us  ? 

Commissioner  Culbertson.  It  has  been  worked  out  by  the  com- 
mission's staff. 

Senator  La  Follette.  From  what  sources  did  you  obtain  it  ? 

Conmussioner  Culbertson.  By  studying  the  index  numbers,  so 
far  as  determining  the  purchasing  power  parity  is  concerned. 

Senator  La  Follette.  To  put  my  question  in  another  way,  has 
the  Tariff  Conmiission  had  any  reports  from  its  employees  or  agents 
abroad  on  this  subject  ? 

Commissioner  Culbertson.  Two  of  our  men  have  just  returned 
from  Germany,  Mr.  Ernster  and  Mr.  Weber. 

Senator  La  Follette.  How  recently  ? 

Commissioner  Culbertson. 'Mr.  Ernster  returned  day  before  yes- 
terday. 

Senator  La  Follette.  Have  they  made  a  report  as  to  the  results 
of  their  investigation  over  there  ? 

Conmiissioner  Culbertson.  Mr.  Weber  brought  back  a  large  quan- 
tity of  very  valuable  wage  data,  and  it  is  being  compiled  now  and 
analyzed,  just  as  I  have  indicated  here,  showing  the  actual  purchas- 
ing value  of  the  wages  in  marks.  Of  course,  it  is  not  very  significant 
to  say  that  a  man  gets  50  marks  a  day  in  Germany  unless  you  know 
how  much  those  50  marks  buy  in  actual  consumable  goods. 

Senator  La  Follette.  Exactly;  what  the  bread  and  butter  value 
of  the  mark  is. 

Commissioner  Culbertson.  We  are  trying  to  determine  that  from 
those  index  numbers. 

Senator  La  Follette.  How  soon  will  those  reports  be  accessible  1 

Commissioner  Culbertson.  The  material  is  accessible  to  the  com- 
mittee immediately,  Senator.  In  published  form  I  should  say  it 
would  be  probably  a  month.  I  thmk  the  expert  in  charge  of  that 
field  said  the  other  day  that  he  thought  bv  the  first  week  m  August 
he  would  be  able  to  submit  the  tables  to  the  commission. 

Senator  hx  Follette.  Excuse  me  for  diverting  you  from  your 
remarks. 

Senator  Watson.  There  has  been  no  effort  made  by  the  German 
Government  in  that  regard 

Connnissioner  Culbertson.  I  do  not  think  there  has  been  any 
effort  except  that  I  am  advised  that  it  is  to  the  interest  of  the  German 
Government  to  keep  the  mark  on  a  low  level. 

Senator  Watson.  Yes;  there  is  no  doubt  about  that.  But  things 
are  not  so  chaotic  in  Germany  that  wages  are  paid  in  a  mark  of  one 
value  in  one  industry  and  of  another  value  in  another  industry  ? 

Commissioner  Culbertson.  No,  Senator. 

Senator  Watson.  I  suppose  for  wage  purposes  the  mark  is  worth 
the  same  all  over  Germany  in  all  the  different  industries.  Wovdd 
you  not  think  so  ? 

Commissioner  Culbertson.  Yes;  that  is  correct.  That  situation 
places  Germany  at  a  disadvantage  when  she  comes  to  buying  raw 
materials  in  the  United  States  or  in  other  countries  where  the  value 
level  is  higher.  When  she  comes  to  purchase  things  Uke  cotton  and 
copper  she  is  at  a  disadvantage  in  those  industries  m  competing  with 
industries  in  the  United  States;  that  is,  by  that  much. 
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Senator  Smoot.  But  it  is  offset  partially  by  the  fact  that  when  she 
exports  goods  to  America,  we  will  say,  she  gets  her  gold  for  the  amount 
that  she  charges  for  her  goods;  and  while  that  is  a  basis  of  1 J  cents, 
that  IJ  cents  will  pay  her  employees  equal  to  4.65  per  cent  as 
reported  by  the  greatest  statistician  in  Germany. 

Commissioner  Culbertson.  Of  course,  it  will  be  a  great  advantage 
to  her  if  she  can  purchase  those  raw  materials  in  countries  where 
the  currency  is  more  depreciated  than  it  is  in  Germany. 

Senator  Smoot.  Certamly. 

Commissioner  Culbertson.  So  if  she  turns  to  Russia,  for  example, 
to  purchase  her  raw  materials,  and  purchases  her  raw  materials 
there  on  the  depreciated  basis  of  the  ruble,  and  then  sells  her  goods 
in  the  American  market,  she  of  course  makes  a  double  gain. 

It  is  in  the  smaller  industries,  however,  where  I  think  Germany 
will  have  a  very  decided  advantage  because  of  this  exchange  situa- 
tion. Industries,  like  the  toy  industry — and  I  only  use  that  as  an 
example  of  quite  a  number  of  others — where  ^he  puts  a  good  deal 
of  labor  into  the  fabrication  of  the  goods  and  where  the  raw  material 
is  a  relatively  small  item — in  those  cases  she  is  bound  to  have  for 
manv  years  a  very  decided  advantage  arising  from  this  peculiar 
condition  with  which  we  are  confronted. 

Senator  Dilungham.  When  you  were  interrupted  you  were  going" 
to  give  us  some  illustrations  of  the  proposition  you  have  advanced. 

Conmiissioner  Culbertson.  I  think  those  are  a  little  further  along 
in  my  notes,  Senator. 

As.  I  said  before,  the  American  valuation  is  one  of  the  means  by 
which  the  bill  seeks  to  meet  this  peculiar  and  unprecedented  situa- 
tion with  which  we  are  confronted,  and,  as  I  say,  I  believe  it  will 
assist  very  materially  in  meeting  it,  but  it  will  not  act  as  a  panacea 
for  this  entire  situation. 

You  have  heard  the  administrative  difficulties  of  American  valu- 
ation discussed.  They  are  real,  but  they  are  not  insuperable.  I 
think  that  a  practical  administration  of  it  can  be  ultimately  worked 
out. 

For  example,  if  for  generations  we  had  had  in  this  country  the 
American  valuation  and  we  were  now  about  to  change  to  the  foreign 
valuation  of  our  goods,  I  believe  that  more  objections  could  be  raised 
against  the  change  from  domestic  to  foreign  valuation  than  can  be 
raised  against  a  cnange  from  foreign  to  domestic  valuation. 

Senator  Gerry.  You  say  it  can  be  worked  out.  How  long  do  you 
think  it  will  take  ? 

Commissioner  Culbertson.  I  understand  that  the  appraisers  in 
New  York  are  now  working  out  the  details  of  it.  That,  of  course,  is 
a  highly  technical  matter,  and  no  doubt  the  machinery  will  work 
with  some  friction  for  a  while;  but  I  should  say  that  witnin  a  couple 
of  months  the  customs  officials  would  be  ready  to  administer  a  law 
of  this  kind. 

Senator  Gerry.  Do  you  think  it  would  run  smoothly  as  soon  as 
that? 

Commissioner  Culbertson.  It  would  not  run  as  smoothly,  of 
course,  as  the  present  system,  because  the  present  system  has  back 
of  it  years  of  aecisions  and  traditions  and  experience  and  practice,, 
and  it  would  be  some  time  before  it  would  be  functioning  smoothly. 
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Senator  Gerry.  Necessarily  would  there  not  be  very  many  appeals 
from  the  appraisers  to  the  board  ? 

Commissioner  Culbertsox.  There  are  a  great  many  to-day,  Sen- 
ator. I  have  no  doubt  that  there  would  have  to  be  a  number  of 
basic  decisions  by  the  Board  of  General  Appraisers  and  the  Court  of 
Customs  Appeals  interpreting  these  phrases,  like  "comparable'*  and 
"competitive/'     That  would  be  inevitable. 

Senator  Gerry.  And  comparing  certain  of  the  commodities  with 
others,  I  suppose  ?    That  would  have  to  be  determined  i 

Commissioner  Culbertson.  Yes,  Senator. 

Senator  Gerry.  To  determine  what  commodities  are  comparable 
with  other  commodities  ? 

Commissioner  Culbertson.  Yes,  sir.  That  is  the  very  basic 
problem  in  American  valuation,  the  question  of  comparability  and 
what  competes  with  another  product. 

Senator  Gerry.  And  naturally  that  would  take  time,  because  it 
would  have  to  wait  until  it  went  up  on  appeal,  and  there  would  be  a 
number  of  those  cases  going  up  on  appeal,  would  there  not  ? 

Commissioner  Culbertson.  The  plan,  of  course,  and  the  most 
effective  way  of  putting  through  a  law  of  this  kind,  would  be  to  put 
a  good  deal  of  power  into  the  hands  of  your  appraiser  and  let  him 
determine  the  question  of  comparability  without  a  long  series  of 
appeals. 

Senator  La  Follette.  You  would  make  his  decision  final  ? 

Senator  Gerry.  You  might  get  appraisers  disagreeing  in  different 
sections  of  the  country,  might  you  not  ? 

Commissioner  Culbertson.  You  might  have  that. 

As  to  the  question  that  you  asked.  Senator  La  FoUetto,  it  would  be 
highly  arbitrary  and  contrary  to  iVmerican  tradition  to  have  un- 
appealable decisions,  but  I  do  not  think  it  is  unconstitutional.  I 
think  that  is  a  phase  of  this  law  that  ought  to  be  considered. 

Mr.  McNabb,  our  customs  lawyer,  has  given  that  matter  a  good 
deal  of  attention.  Perhaps  you  would  like  to  ask  him  some  ques- 
tions a  little  later  on  that  particular  phase. 

Senator  Gerry.  You  advocate  no  appeal  from  any  of  the  ap- 
praisere  ? 

Commissioner  Culbertson.  I  should  rather  not  be  put  in  the 
position  of  advocating  anything.  I  think  it  is  a  (juestion  which 
would  have  to  be  considered  by  the  committee.  I  thmk  it  is  consti- 
tutional, however,  to  make  it  that  way. 

The  difficulty  of  administration  and  the  revolutionary  character 
of  American  valuation  are  illustrated  by  a  number  of  things.  It  has 
been  generally  assumed  that  American  valuation  would  establish 
a  higher  level  of  value  than  exists  abroad  In  fact,  in  figuring  out  the 
duties  I  am  advised  the  Ways  and  Means  Committee  figured  what 
would  be  a  fair  duty  on  a  foreign  valuation  and  then  reduced  that  by 
a  certain  amount.  In  general  that  is  a  correct  assumption.  There 
are  cases,  however,  where  the  foreign  value  is  as  higli  as  or  even 
higher  than  the  American  goods.  I  mention  this  to  suggest  the  care 
with  which  you  must  proceed  in  fixing  ad  valorem  duties  on  the 
^Vmerican  valuation. 

Let  me  just  give  one  or  two  examples,  and  I  will  draw  them  from 
the  field  oi  cotton  textiles,  because  that  is  a  very  important  industry 
in  this  country  and  one  which  is  vitally  concerned  in  this  legislation. 
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The  invoice  price  of  Anderson  ginghams— they  are  ginghams  pro- 
duced abroad — ^has  been  higher  than  the  wholesale  price  of  the 
nearest  domestic  ginghams.  The  domestic  gingham  is  not  exactly 
the  same  fabric,  but  it  might  be  considered  as  comparable  witti, 
and  it  certainly  competes  with,  the  Anderson  ginghams. 

That  illustrates,  of  course,  the  power  which  you  place  in  the  hands 
of  your  appraising  officer  in  determining  what  is  comparable  and  what 
competes  with  American  goods. 

Senator  Watson.  Where  are  Anderson  ginghams  made? 

Commissioner  Culbertson.  In  Scotland,  Senator,  I  believe. 

Another  case  is  that  of  pljr  voiles.  These  voiles  are  imported  into 
this  country  and  compete  with  the  American  product.  The  foreign 
product  might  be  considered  to  be  comparable  with  and  competing 
with  certain  voiles  made  by  our  industries  here. 

Senator  La  Follette.  Are  the  foreign  ply  voiles  higher  in  cost 
price  than  ours  ? 

Commissioner  Culbertson.  Yes,  sir;  the  invoice  value  of  them 
when  sent  to  the  United  States  would  be  higher  than  the  price  of  the 
comparable  American  product. 

Another  case  is  transparent  organdies.  They  are  higher  than  the 
comparable  and  competitive  organdies  produced  in  the  United 
States.  It  is  largely  because  of  certain  quality,  certain  reputation, 
certain  finish  which  it  is  perhaps  rather  difficult  to  define.  It  might 
be  exactly  the  same  structure,  the  same  weave,  the  same  size  yarns, 
but  still  there  is  a  certain  feature  about  these  organdies  which  cause 
their  invoice  price  to  be  higher  than  the*  comparable  and  competitive 
product  in  the  United  States. 

Senator  Watson.  Are  they  higher  because  the  cost  of  production 
is  greater  abroad. than  here?  Are  higher  wages  paid  over  there  in 
that  sort  of  industry  than  are  paid  here  ? 

Commissioner  Culbertson.  I  think  it  is  more  because  of  the 
reputation  of  the  article,  the  basis  on  which  it  sells  in  the  American 
market. 

Senator  McCumber.  Do  they  have  really  better  wearing  qualities 
or  dye  qualities  ? 

Commissioner  Culbertson.  It  is  perhaps  more  the  appeal  of  the 
trade  here,  the  desire  of  the  trade  to  get  that  particular  quality  of 
fabric,  that  particular  style 

Senator  Smoot.  You  have  mentioned  in  your  last  word  the  impor- 
tant thing — style. 

Conmiissioner  Culbertson.  Most  of  our  Venetians — coat  linings, 
you  know — came  from  England  before  the  war.  The  industry  de- 
veloped tremendously  in  the  United  States  during  the  war,  and  we 
have  now  a  very  important  Venetian  industry. 

Foreign  Venetians  are  desired  largely  because  of  their  silk-like  finish. 
They  have  the  same  structure,  the  same  weave,  the  same  general 
characteristics,  but  because  of  their  silk-like  finish  they  are  imported 
at  a  soinewhat  higher  price,  frequently,  than  the  comparable  and 
competitive  American  fabric. 

I  might  continue  these  illustrations  at  length,  but  it  is  brought  to 
your  attention  simply  as  a  warning  that  in  fixing  duties  you  can  not 
always  assume  that  the  American  price  is  higher  than  the  foreign 
price. 

Senator  La  Follette.  How  would  y^ou  meet  a  situation  of  that 
sort? 
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Commissioner  Culbebtson.  You  will  have  to  adjust  your  ad 
valorem  duties,  of  course,  to  meet  a  situation  of  that  kind. 

Senator  La  Follette.  That  is,  you  would  have  to  have  a  complete 
list  of  all  of  the  articles  produced  at  a  higher  value  in  this  country  and 
meet  that  by  special  provisions  ?    Is  that  it  ? 

Commissioner  Culbertson.  You  mav  recall  the  himdred  samples 
of  the  old  Tariff  Board  which  you  used  in  1913  so  effectively  in  the 
Senate  debates  ? 

Senator  La  Follette.  I  do. 

Commissioner  Culbebtson.  We  are  taking  samples  similar  to 
those  and  are  endeavoring  to  work  out  comparable  pnces.  We  have 
men  in  New  York,  now,  who  are  working  on  the  general  problem  of 
the  comparison  between  foreign  and  domestic  values  in  order  that 
this  committee  may  have  that  detailed  information  upon  which  to 
base  its  decisions  in  cases  of  this  kind. 

In  conclusion,  Mr.  Chairman,  I  would  like  to  say  this  about  legis- 
lation on  American  valuation.  I  hope  that  in  considering  American 
valuation  it  will  be  considered  in  connection  with  the  whole  tariff 
structure.  It  is  a  revolutionary  step.  It  is  probably  a  desirable 
step  in  view  of  the  unsettled  and  very  critical  conditions  with  which 
we  are  confronted  to-day;  but  I  feel  that  in  constructing  any  tariff 
law  that  as  many  of  the  rates  as  possible  should  be  put  on  a  specific 
basis.  You  should  have  as  many  rates  as  possible  on  a  specific  basis 
and  go  as  far  in  that  direction  as  you  possibly  can.  ' 

The  Chaibman.  That  is  generally  admitted. 

Conmiissioner  Culbebtson.  Yes.  But  there  is  also  this  corollary 
which  must  be  kept  in  mind,  and  that  is  that  when  you  do  have 
specific  rates  you  must  be  very  careful  about  your  classification, 
because  the  tendency  is  for  these  specific  rates  to  bear  very  heavily 
upon  the  cheaper  fabrics.  You  have  to  watch  your  classification 
problem  all  along  the  line  for  that  reason. 

I  think  if  you  do  adopt  American  valuation,  or  even  if  you  adopt 
foreign  valuation  finally,  you  should  give  very  serious  considera- 
tion to  the  question  of  proclaimed  or  fixed  valuations.  I  mean 
by  that  to  consider  whether  it  would  not  be  advisable  to  authorize 
sonae  commission  or  some  bureau  to  select  certain  fields  within 
which  values  would  be  fixed  and  proclaimed  for  a  certain  period. 
You  may  select,  for  example,  the  field  of  chinaware,  and  within 
that  field  fix  for  a  certain  period  of  time  the  values  upon  which 
the  ad  valorem  duties  should  be  levied.  We  find  proclaimed  values 
or  fixed  official  values  in  a  number  of  other  countries  to-day.  They 
are  quite  common  in  Latin  American  tariffs.  They  are  worked  out 
in  the  tariff  of  India.  You  get  with  the  fixed  or  official  valuation 
the  combined  advant)a^es  of  the  ad  valorem  duty  and  the  specific 
duty,  because  during  the  period  of  the  fixed  value — say  it  were  six 
months — the  ad  valorem  duty  is  simply  assessed  upon  a  value 
fixed  from  the  best  knowledge  which  was  available  on  that  character 
of  goods,  and  it  operates,  of  course,  as  a  specific  duty.  You  do  not 
have  to  pass  on  each  invoice.  You  do  not  have  the  question  of  the 
valuation  of  the  individual  shipments,  but  you  have  the  best  judg- 
ment of  an  official  body  as  to  what  the  value  level  of  that  product 
is,  and  in  that  way  you  get  the  benefit  of  a  specific  duty  and  also 
the  advantage  which  comes  from  the  adjustment  of  values  and  of 
the  application  of  the  ad  valorem  duties. 
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Senator  Watson.  You  think  it  would  work  no  economic  injury 
to  have  fixed  values  even  under  the  present  chaotic  conditions 
throughout  the  world,  fixing  it  for  six  months  or  nine  months? 

Commissioner  Culbertson.  I  think  it  places  us  in  the  hands  of  a 
body  that  would  take  care  of  sudden  fluctuations  in  value  and  take 
care  of  them  in  a  much  effective  way  than  could  be  done  either  by 
specific  duties  or  by  simply  leaving  it  open  for  each  shipment  to  be 
valued  by  itself. 

Senator  Smoot.  That  would  only  apply,  however,  to  a  limited 
line  of  goods. 

Commissioner  Culbertson.  Just  to  a  limited  line.  You  would 
have  selected  cases  here  and  there.  The  commission  mentioned 
that  in  its  report  on  American  valuation. 

But  in  connection  with  American  values  I  think  you  will  also 
need  to  consider  the  Question  of  countervailing  duties.  You  have 
to-day,  in  the  act  that  nas  come  to  you  from  the  House,  the  old  pro- 
vision relating  to  countervailing  duties  to  be  assessed  in  the  case  of 
bounties  and  subsidies  fixed  by  foreign  Governments. 

Senator  Watson.  What  is  the  page  ? 

Commissioner  Culbertson.  Page  212  of  the  Senate  print  of  the 
bill.  That  provides  for  countervailing  duties  to  be  assessed  on  any 
product  which  has  benefited  by  a  bounty  or  grant  upon  the  expor- 
tation or  production  of  any  article  abroad.  That  came  into  promi- 
nence at  the  time  of  the  sugar  bounties,  out  of  which  grew  the  famous 
Brussels  sugar  convention. 

Maj^  I  suggest  that  vou  consider  the  advisabiUty  of  extending  a 
provision  of  that  kinci  to  cover  these  governmental  subsidies  and 
other  indirect  and  direct  means  by  which  Governments  abroad  are 
assisting  industry  and  thereby  placing  their  industries  in  a  very 
favorable  position  to  compete  with  American  industries. 

That  leads  me  also  to  suggest  that  the  antidumping  statute  be 
considered  very  carefully  in  connection  with  this  whole  scheme. 
In  my  judgment,  the  administriition  of  an  antidumping  statute 
shoula  be  in  the  hands  of  a  commission  or  bureau.  I  leel  that  the 
administration  of  an  antidumping  statute  is  not  the  function  of 
the  Treasury  Department.  Their  task  is  largely  a  question  of  the 
administration  oi  the  law,  the  collecting  of  duties,  while  dumping 
raises  an  industrial  ^oblem. 

The  question  is.  What  effect  is  competition  having  upon  American 
industry  ?  It  is  like  the  problem  that  you  have  placed  in  the  hands 
of  the  Federal  Trade  Commission,  the  question  of  unfair  competition. 
You  have  placed  it  in  the  hands  of  that  commission  in  the  case  of 
domestic  commerce.  I  think  you  ought  to  place  it  in  the  hands  of 
a  commission  to  handle  cases  of  unfair  competition  in  the  importatioxi 
of  goods.  Do  not  limit  your  definition  of  dumping,  as  you  have 
already  limited  it  in  the  law,  to  merely  underselling,  but  give  this 
commission  or  bureau  full  power  to  consider  cases  of  unfair  compe- 
tition in  importation. 

The  Chairman.  Do  you  recommend  to  this  committee  that  it 
should  create  a  machinery  that  would  follow  the  example  of  the 
Federal  Trade  Commission  ? 

Commissioner  Culbertson.  So  far  as  it  is  handling  cases  of  imfair 
competition,  Mr.  Chairman. 

The  Chairman.  I  thought  that  had  become  a  nightmare  of  the 
past  in  the  early  days. 
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Senator  La  Follette.  It  has  to  the  people  who  are  unfairly 
comjpeting. 

Tne  Ci^iRMAN.  They  are  extinguished. 

Senator  La  Foixette.  No;  they  are  not  extinguished,  but  they 
have  a  remembrance  of  the  fact  that  they  have  b^en  investigated  by 
this  commission. 

Commissioner  Culbertson.  These  unfair  cases  of  competition 
abroad  are  illustrated  bv  full  line  forcing,  a  very  dangerous  kind  of 
unfair  competition  in  the  dye  industry,  for  example;  and  if  some 
administrative  body  had  the  power  to  recommend,  upon  complaint 
to  the  President,  that  this  unfair  practice  is  going  on  in  the  importa- 
tion of  goods,  and  that  your  law  would  then  authorize  the  President 
to  impose  certain  additional  duties,  or  even  prohibition,  upon  the 
importation  of  that  character  of  goods,  so  long  as  that  unfair  practice 
continues,  you  would  have  an  effective  means,  it  seems  to  me,  of 
meeting  some  of  these  very  abnormal  and  unusual  forms  of  unfair 
competition  with  which  American  industry  is  bound  to  be  confronted 
during  the  next  few  years. 

Senator  Shoot.  It  is  a  very  much  better  plan  than  to  try  to  impose 
embai^oes  upon  certain  lines  of  goods. 

Commissioner  Culbertson.  Yes;  I  think  if  you  would  just  reverse 
the  situation,  let  vour  goods  come  in  and  stop  them  when  unfairness 
appears,  rather  than  stop  everything  and  only  allow  exceptions  to 
that  ^neral  embargo,  you  will  apply  the  American  principle  more 
effectively  than  in  any  other  way. 

Senator  MgCumber.  If  you  should  include  in  the  law  itself  a  pro- 
vision to  raise  the  tariff  to  equal  any  bonus  paid  by  foreign  govern- 
ments or  advantage  given  to  governmental  agencies,  would  not  that 
meet  the  situation  without  creating  a  board  or  a  bureau  that  was  to 
determine  what  constituted  an  imf air  practice  or  unfair  trade  relation  ? 
Some  concerns  might  consider  that  anything  that  competed  with  their 
product  was  unfair. 

Commissioner  Culbertson.  That  would  be  a  case  where  the 
penalty  is  probably  not  to  be  applied.  A  case  of  merely  severe 
competition  would  not  necessarily  oe  s,  case  coming  imder  the  law. 
I  think  the  pi^ent  dumping  law,  as  far  as  it  goes,  is  effective. 

Senator  McCumber.  Do  you  not  think  it  is  sufficient,  so  far  as  it 
goes? 

Commissioner  Culbertson.  Yes;  it  does  not 

Senator  McCuhber.  Is  there  anything  now  that  it  would  not 
cover? 

Commissioner  Culbertson.  I  do  not  think  it  would  cover  full-line 
forcing.  An  American  textile  manufacturer,  let  us  say,  wants  a 
parti^lar  dve.  This  particular  dye  is  produced  only  ii  Germany. 
He  goes  to  this  German  manufacturer  and  asks  him  to  sell  him  a  cer- 
tain quantity  of  that  dye.  The  German  has  a  monopoly  of  it.  This 
German  manufacturer  says,  '*  I  will  sell  you  that  dve  if  you  will  buy 
the  rest  of  my  line.''  Ine  rest  of  his  line  is  prod.uced  in  America. 
The  American  textile  manufacturer  wants  to  ouy  it  in  the  United 
States,  but  in  order  to  get  this  absolutely  essential  dye  he  must  buy 
the  full  line  of  German  dyes;  he  must  make  a  contract  with  this 
German  manufacturer  to  buy  his  full  line  of  dyes.  That  has  been 
considered  an  unfair  practice  in  domestic  commerce. 

Senator  McCumber.  Specifically,  how  would  you  meet  it?  How 
would  this  bureau  of  which  you  speak  meet  that  situation  ? 
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Commissioner  Culbebtson.  The  most  eflFective  way  would  be  to 
prohibit  that  forei^  manufacturer  from  exporting  into  the  United 
States  at  all  imtil  that  practice  ceased. 

Senator  La  Follette.  But,  alternatively,  you  propose  that  upon 
these  facts  being  developed  by  investigation  there  should  be  lodged 
somewhere  authority  to  increase  the  duty  as  a  penalty  against  tnat 
practice  ? 

Commissioner  Culbertson.  Yes;  I  think  you  must  have  lodged 
somewhere  the  power  of  investigation.  You  must  give  the  injured 
American  manufacturer  some  place  to  complain,  some  place  to  make 
his  case.     You  must  give  some  chance  of  hearing  in  a  case  of  this  kind. 

Senator  La  Follette.  On  both  sides  ? 

Commissioner  Culbebtson.  On  both  sides. 

Senator  McLean.  There  is  nothing  in  the  machinery  of  this  law  as 
passed  by  the  House  that  provides  for  that  ? 

Conmussioner  Culbebtson.    Nothing  whatever.  Senator. 

Senator  La  Follette.  You  spoke,  Mr.  Culbertson,  of  this  plan  of 
valuation  embodied  in  this  bill  as  being  revolutionary  and  an  experi- 
ment at  best,  as  I  understood  you.  You  regard  it  as  defensible 
because  of  the  conditions  existing  in  Eiu'ope  t 

Commissioner  Culbebtson.  I  think  it  is  worth  trying.  Senator. 

Senator  La  Follette.  Do  you  care  to  express  an  opinion  as  to 
the  soundness  of  the  scheme  and  the  practical  success  of  its  operation  ? 

Commissioner  Culbebtson.  We  nave  nothing  to  guide  us  in  that 
field.  No  foreign  coimtries  have  adopted  a  measure  similar  to  this. 
In  a  number  of  countries  they  assess  duties  on  what  they  call  a 
landed  value;  that  is,  the  c.  i.  f.  value  at  the  port  of  importation. 
But  in  this  law  you  go  to  the  extent  of  assessing  the  values  on  the 
basis  of  goods  in  the  principal  markets  of  the  Umted  States. 

Senator  La  Follette.  And  on  goods  that  are  as  nearly  com- 
parable as  possible  ? 

Commissioner  Culbebtson.  Yes,  and  competitive. 

Senator  La  Follette.  There  you  have  a  wide  field  and  almost 
unlimited  opportunity  for  differences  of  judgment. 

Commissioner  Culbebtson.  When  you  do  not  have  comparable 
and  competitive  goods  you  have  a  very  much  lai^eif  problem.  Of 
course,  tne  present  system.  Senator,  has  been  verj|^  much  idealized. 
The  present  system  is  largely  an  accepting  of  the  foreign  invoice  values 
whicn  are  presented  to  tne  appraiser. 

Senator  La  Follette.  Would  it  not  be  a  simpler  problem  to  set 
up  some  means  of  ascertaining  the  true  value  of  the  imported  article 
on  the  other  side  and  maintainmg  there  some  official  nlachinery  which 
could  administer  that  ? 

Commissioner  Culbebtson.  I  am  a  believer  in  the  principle  of  pro- 
claiming the  official  valuation  within  certain  fields.  If  you  put  as 
manv  specific  duties  on  as  you  can  and  then  select  another  field  for 
proclaimed  and  official  values,  you  would  have  the  field  fairly  well 
covered.  The  official  valuation  could  be  fixed  either  on  the  domestic 
value  or  on  the  foreign  value.  Of  course,  some  organization,  com- 
mission, or  bureau  would  have  to  have  charge  of  fixmg  those  official 
valuations.  They  could  maintain  some  machinery,  some  experts 
who  would  go  abroad  and  determine  what  the  actual  value  of  those 
goods  were  in  foreign  markets  and  then  proclaim  those  values  for 
a  period  of  time.     Tnat  would  be  entirely  practicable. 
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Senator  Watson.  For  the  first  10  years  of  our  history  we  followed 
the  principle  of  domestic  valuation.  Was  theref  anything  in  the 
precedent  that  would  be  of  any  value  at  all  in  the  present  case  ? 

Commissioner  Culbertson.  What  has  been  referred  to  as  do- 
mestic valuations  is  our  early  history  is  not  the  same  thing  that  you 
have  in  this  bill. 

Senator  Watson.  Not  quite,  and  yet  the  principle  is  very  largely 
the  same,  is  it  not  ? 

Commissioner  Culbertson.  I  think  the  administration  of  it  might 
involve  much  the  same  problem,  although  in  most  of  our  earlier  pro- 
cedure I  think  I  am  correct  in  saying  that  the  invoice  was  the  basis 
of  valuation.  In  this  bill  you  get  away  from  the  foreign  invoice 
•  entirely  as  the  basis  of  fixing  vfdues.  The  experience  in  our  early 
history  was  not  long  enough,  i  should  think,  to  warrant  conclusions.. 

Senator  Smoot.  No;  and  conditions  were  entirely  diflFerent,  too* 

Senator  McCumber.  Mr.  Culbertson,  have  you  considered  the 
question  of  danger  of  combination  of  American  manufacturers  in 
holding  up  their  prices  at  a  high  rate  in  order  to  obtain  a  high  tarifT 
or  by  combination  increasing  the  selling  price  of  their  products  to 
enhance  the  amount  of  tariff? 

Commissioner  Culbertson.  I  have  thought  of  that  as  a  possi- 
bihty.  I  do  not  see  anv  very  great  danger  in  it  now.  The  wool- 
growers  have  complained  that  since  their  only  market  is  the  domestic 
manufacturer,  the  fixing  of  that  maximum  35  per  cent  duty  in  this 
bill  would  put  them  more  or  less  at  the  mercy  of  the  domestic  manu- 
facturer. 1  express  no  opinion  upon  that;  I  simply  pass  it  on  as 
another  case  of  what  I  believe  you  have  in  mind. 

Senator  McCumber.  Of  course,  we  all  admit  that  we  are  not  in  a 
normal  condition;  that  prices  of  all  kinds  are  abnormalljr  hi^h.  In 
adopting  this  new  system  can  you  see  no  dangers  of  maintaming  a 
standard  of  cost  so  high  that  the  average  earning  capacity  of  the 
American  people  will  not  enable  them  to  purchase  the  products? 

Commissioner  Culbertson.  I  can  see  that  the  change  of  the  basis 
of  assessing  ad  valorem  duties  would  affect  the  operation  of  the 
forces  which  are  determining  the  questions  of  price. 

Senator  McLean.  The  foreign  competition  will  prevent  pyramiding 
here,  will  it  not  ? 

Commissioner  Culbertson.  Yes;  I  think  it  will. 

Senator  Watson.  Except  as  to  the  jobber  and  the  retailer. 

Senator  McLean.  You  can  not  very  well  get  at  them. 

Senator  McCumber.  Then,  on  the  whole,  Mr.  Culbertson,  you 
think  there  is  no  danger  in  either  of  those  lines? 

Commissioner  Culbertson.  I  do  not  believe  there  is.  Senator. 

Senator  Smoot.  Mr.  Culbertson,  let  me  ask  you  if  you  have  thought 
of  any  other  plan  that  would  better  meet  the  conditions  existing  in 
foreign  lands  as  affecting  the  exchange  values  than  this  American 
plani  Can  you  suggest  to  the  committee  any  plan  that  would  reach 
the  situation  as  well  or  as  nearly  so  as  the  proposition  of  the  American 
valuation  ? 

Commissioner  Culbertson.  In  so  far  as  duties  are  to  be  assessed 
on  the  ad  valorem  basis,  I  do  not  know  of  any  better  plan.  One  real 
reason  is  that  the  gold  basis  in  foreign  currencies  is  gone.  The  usual 
measuros  of  values  are  uncertain  and  fluctuating,  and  I  do  feel  that 
this  is  in  part  a  mode  of  escape. 
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Senator  Smoot!  And  no  ad  valorem  duty  that  we  would  place 
upon  the  importation  of  goods  into  the  United  States  coming  f ronoi 
Germany,  where  she  is  to  oe  paid  in  a  gold  market  at  1^  cents,  and 
when  she  receives  that  pay  she  can  purchase  labor  to  make  the  very 
goods  that  are  imported  mto  this  country  at  least  three  times  the 
amount,  would  meet  that  situation,  would  it  ? 

Commissioner  Culbertson.  It  is  very  difficult,  Senator;  and  re- 
member that  even  a  duty  levied  upon  tne  American  valuation  only 
helps  correct  the  difficulty. 

The  Chairman.  Are  you  through,  Mr.  Culbertson? 

Commissioner  Culbertson.  I  am,  Mr.  Chairman. 

The  Chairman.  Has  the  committee  any  desire  to  interrogate  the 
witness  any  further  ? 

Senator  La  Follette.  Suppose  we  should  want  to  recall  any  of 
the  witnesses  ? 

The  Chairman.  You  can  recall  any  of  them.  I  have  no  doubt  that 
they  will  be  glad  to  return  at  any  time. 

Air.  Charles  E.  McNabb,  representing  in  a  le^al  capacity  the 
activities  of  the  Tariff  Commission,  now  desires  to  finish  the  statement 
which  he  began  yesterday. 

STATEMENT  OF  CHABLE8  E.  McNABB,  LAW  OFFICER,  tTNITED 
STATES  TARIFF  COMMISSION— Besumed. 

Mr.  McNabb.  Mr.  Chairman,  at  the  close  of  yesterday^s  hearing 
Senator  McLean  inquired  about  the  possibihty  of  a  duty  upon  duties. 
That  is  not  a  menace  at  all. 

Senator  Watson.  The  possibility  of  what? 

Mr.  McNabb.  A  duty  upon  duties. 

Senator  Smoot.  I  will  say  to  the  Senator  from  Indiana  that  that 

Siiestion  was  raised  by  the  Senator  from  North  Carolina,  Mr.  Simmons, 
aiming  that  under  the  American  plan  it  would  result  in  paying  a 
duty  upon  duties. 

Mr.  McNabb.  In  the  first  place,  the  appraising  officers  will  fix 
values  upon  comparable  and  competitive  aomestic  products  if  there 
are  any  sold  in  the  open. markets.  Those  products  do  not  carry 
duties.  Consequently,  any  duties  paid  upon  imported  merchandise 
on  the  value  of  domes  tic  products  would  necessarily  not  be  the  pay- 
ment of  duty  upon  duties. 

To  be  sure  in  instances  where  the  foreign  selling  price  of  an  imported 
article  is  substantially  equal  to  the  American  selling  price  of  a  com- 

f meting  article,  the  imported  article  could  not,  without  loss,  be  sold 
or  less  than  the  foreign  selling  price  plus  the  duty,  and  expenses,  and 
in  such  event  the  American  selling  price  might  be  raised  to  the  same 
level,  so  that  on  a  subsequent  importation,  duty  would  in  effect  be 
laid  on  the  prior  American  selling  price  plus  expenses  and  the  former 
duty  paid.  This  rule  would  not  hold  with  respect  to  articles  of 
lower  foreign  selling  price  than  the  price  of  competing  American 
articles. 

Senator  Walsh.  Would  it  not  be  possible  for  producers  to  get  into 
collusion  and  fix  values » 

Mr.  McNabb.  I  am  coming  to  that  in  a  moment,  Senator  Walsh. 
That  is  a  matter  which  I  wish  to  take  up  immediately  after  this. 

In  the  instances  supposed,  however,  duties  upon  duties  would  not  be 
imposed,  according  to  the  terms  of  section 402,  at  page  233  of  H.R.  7456, 
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whenever  in  the  judgment  of  the  appraising  officers  the  inclusion  of 
duties  in  the  appraised  value  would  not  make  a  fair  market  value 
which  is  required  by  the  terms  of  this  bill  to  be  the  appraised  value. 
For  instance,  if  the  price  paid  abroad  for  the  imported  merchandise 
with  duties  added,  with  profits  in  the  United  States  added,  and  with 
expenses  of  sale  added,  would  amoimt  to  more  than  the  fair  market 
value  of  such  merchandise  in  the  United  States,  the  appraising  officers 
are  expressly  given  the  power  not  to  include,  but  to  exclude,  the 
duties.  If,  on  the  other  hand,  the  goods  are  bought  at  a  price  abroad 
which  with  duties  and  profits  and  commission,  if  any,  and  expenses  of 
sale  added  would  still  make  the  value  less  than  the  fair  market  value 
in  the  United  States,  the  appraising  officers  have  authority  to  include 
the  duties. 

In  BXVjr  event,  if  duties  were  always  included  it  would  not  be  such 
a  pyramiding  as  I  understood  Senator  Simmons  yesterday  to  have  in 
mmd,  because  the  selling  price  abroad  would  in  all  probability  tend 
to  remain  stable.  It  would  not  increase  with  each  importation. 
The  tendency  would  hardly  be  toward  any  considerable  increase  in 
American  values — certainly  not  in  cases  of  great  difference  between 
foreign  and  American  prices.  Thus  a  duty  of  10  per  cent  on  $1 
would  not  advance  the  dutiable  value  when  the  selling  price  abroad 
remained  at,  say,  the  equivalent  of  50  cents.  So  that  on  the  whole 
the  duties  would  affect  the  value  in  the  United  States  in  a  relatively 
small  way.     It  all  would  be  largely  governed  by  competition. 

Now,  as  to  the  matter  that  Senator  McCumber  and  Senator  Walsh 
and  other  Senators  spoke  of  yesterday.  The  matter  of  manipulating 
prices,  of  domestic  manufacturers  getting  together  and  raising  prices, 
or,  if  you  please,  of  importers  getting  together  and  lowering  prices, 
is  covered  oy  the  terms  of  section  402,  at  page  232  of  H.  R.  7456. 

Senator  Walsh.  Will  you  read  that  into  the  record,  please  ? 

Mr.  MgNabb.  I  am  reading  from  line  9,  page  233 : 

No  pretended  sale  or  ofTer  for  sale,  and  no  sale  or  offer  for  sale  tending  to  establish  a 
fictitious  market,  shall  be  held  to  establish  value  as  herein  defined;  nor  shall  a  value 
Bubetatitially  raised  or  lowered  at  the  time  of  exportation  otherwise  than  in  the  ordi- 
nary course  of  trade  be  deemed  to  be  such  value. 

Senator  McCumbeb.  That  would  cover  the  case  of  a  combination 
to  raise  prices  after  the  goods  had  been  exported.  But  suppose 
independent  of  the  matter  of  the  date  of  exportation  a  few  of  our 
American  monopolies  would  get  together  ana  fix  the  price  of  their 
product  at  a  very  much  higher  rate.  How  is  that  covered  in  that 
section  ? 

Mr.  McNabb.  Senator,  it  is  the  date  of  exportation  that  will 
govern.  Anything  done  subsequent  to  the  date  of  exportation 
would  be  outside  of  this  provision. 

Senator  McCumber.  Well,  suppose  it  was  subsequent  to  this 
exportation,  then,  and  still  other  exportations  would  come  into  this 
country.  What  have  you  there  to  meet  a  case  of  combination  to 
fix  prices?  It  will  not  affect  anything  that  is  already  shipped, 
according  to  that  section  which  you  have  just  read,  but  now  about 
the  things  that  come  in  afterwards? 

Senator  MoLean.  If  the  tariff  were  not  imposed  the  exported 
would  have  an  immediate  advantage  if  a  combination  here  raised 
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prices,  and  they  could  not  be  raised  iinless  they  imposed  the  tariff  at 
the  same  time. 

Senator  McCumber.  Suppose  they  did  this:  Suppose  they  raised 
the  price  in  this  country  ana  thereby  imposed  a  higher  duty  and  the 
foreigner  would  still  raise  his  prices  a  little  so  as  to  just  be  able  to  sell 
in  this  country.  How  are  we  protected  against  that  double  combi- 
nation? As  stated  by  one  of  the  witnesses  yesterday,  it  is  quite  a 
^  common  practice  for  the  exporters  from  a  foreign  country  to  the 
United  States  to  raise  their  prices  to  just  such  an  extent  tnat  they 
can  enter  the  field  in  competition  with  the  American  price,  even 
though  they  make  enormous  profits  by  doing  so;  and  there  is  one  of 
the  dangers,  I  think,  that  a  great  many  feel  is  the  reed  danger. 

Mr.  McNabb.  And  that  is  done  under  the  present  system  of  ap- 
praising, Senf.tor  McCumber. 

Senator  McCumblb.  Certainly. 

Mr.  McNabb.  There  are  ways  to  meet  that,  assuming  that  it 
would  be  done  at  such  time  and  in  such  way  as  would  not  oring  the 
merchandise  within  the  provisions  that  I  have  just  read.  There  are 
ways  within  the  bill,  and  without  the  bill,  for  meeting  such  difli- 
culties.  One  possible  way,  if  the  Congress  saw  fit  to  do  it,  would  be 
to  give  the  appraising  officers  the  power  to  ascertain  the  value  as  of 
the  time  of  tne  contract  of  purchase  of  the  goods,  which  might 
antedate  the  exportation  and  tne  subsequent  importation  by  months 
or  even  a  year  or  more.  Some  thought  was  given  to  that,  and  it 
was  put  in  a  report  submitted  by  the  Tariff  Commission  to  the 
Committee  on  Ways  and  Means.  Tne  date  of  purchase  of  the  goods 
is  not  known  generally.  The  American  importer  and  the  foreign 
exporter  know  the  date  of  the  contract,  which  might  be  a  continuing 
one  running  for  a  term  of  years.  The  American  producers,  on  the 
one  hand,  and  the  American  importers,  other  than  the  one  who  is 
a  party  to  the  contract,  would  know  nothing  of  this  particular  order 
for  the  goods.  But  one  objection  to  that  is  the  uncertainty  of  the 
date  of  the  contract.  It  seems  to  me  that  there  would  be  few  cases 
which  would  not  be  met  by  one  of  these  provisions,  and  if  there 
were  such  cases  that  could  not  be  met  by  competition  of  commerce, 
then  it  seems  to  me  that  a  broad  power,  perhaps  such  as  indicated 
by  Mr.  Culbertson,  might  be  invoked. 

Senator  McCumber.  Don't  you  think,  Mr.  McNabb,  that  the  law 
or  rule  or  provision  will  work  just  as  freely  in  this  coimtry  if  we 
adopt  the  American  valuation  plan  as  it  has  worked  in  the  past  when 
we  adopted  the  foreign  selling  price  ? 

Mr.  McNabb.  I  think,  Senator  McCumber,  it  will  work  more 
freely,  and  one  reason  is  this,  that  the  American  producers  must 
make  known  their  selling  prices;  those  selling  prices  will  have  to  be 
ascertained  by  the  appraismg  officers. 

Senator  Walsh.  Would  not  that  very  fact  tend  to  coUusion — the 
fact  that  they  have  to  make  that  known  ? 

Mr.  McNabb.  Well,  it  must  be  collusion  of  such  nature  as  will  not 
brine  them  within  this  provision  and  within  the  provisions  of  exist- 
ing Taw,  such  as  the  Federal  Trade  Commission  act,  because  the 
domestic  manufacturers,  the  domestic  producers,  are  amenable  to 
the  law  on  the  statute  books,  and  foreigners  are  not,  so  that,  Senator 
Walsh,  if  that  were  done  to-day  under  existing  law  in  unfair  com- 
petition the  Federal  Trade  Commission  would  have  jjorisdictioa. 

Senator  Walsh.  If  they  could  prove  it. 
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Mr.  McNabb.  Yes;  if  they  could  prove  it.  Of  course,  it  would 
have  to  be  a  matter  of  proof,  and  it  could  be  proved,  it  seems  to  me. 
It  could  be  proved,  whether  or  not  the  basis  of  duties  ad  valorem  shtJl 
be  changed,  because  it  is  all  within  the  borders  of  the  United  States, 
and  consequently  within  the  jurisdiction  of  the  Federal  Trade  Com- 
mission. 

But,  coming  back  to  Senator  McCumber's  question,  the  American 
prices  will  be  Known.  The  wholesale  selling  prices  will  be  available 
and  the  books  will  be  open,  because  the  appraising  officers  are  given 
power  not  only  to  seek  loreign  values  but  to  seek  the  source  of  values 
m  the  United  States,  includmg  the  cost  of  production.  The  books  of 
every  American  producer  must  be  opened  at  the  call  of  the  appraising 
officers  of  the  United  States  if  this  oill  goes  through. 

Senator  Walsh.  That  is  interference  on  the  part  of  the  Govern- 
ment. 
Senator  La  Follettb.  That  is  more  business  than  Government. 
Mr.  McNabb.  They  are  open  to  the  Federal  Trade  Commission 
to-day.  It  is  only  a  matter  of  giving  the  appraising  officers  informa- 
tion for  the  purposes  of  the  tanflF.  It  is  rather  a  limited  jurisdiction 
because  their  inquiries  would  relate  only  to  trade  prices  for  duties 
ad  valorem. 

Senator  Walsh.  Of  course,  they  ought  to  be  given  such  informa- 
tion in  order  to  collect  tax  data. 
Mr.  McNabb.  Does  that  answer  your  question,  Senator  McCmnber  ? 
Senator  McCumber.  I  thmk  so. 

Mr.  McNabb.  I  am  not  taking  the  committee's  time  to  go  into 
various  aspects  of  these  matters.  I  am  trying  to  confine  myself  to 
one  answer  to  each  question  because  I  know  the  committee  is  in  a 
hurry  to  proceed. 

Now,  another  matter  which  was  developed  in  a  sense,  but  not 
developed  in  another  sense,  on  yesterday,  is  the  matter  of  expedition 
in  gettmg  imported  goods  under  the  American  valuation  plan. 

We  saw  on  yesterday  that  the  importer  may  go  to  the  appraiser 
and  have  an  advisory  appraisement  made.  That  can  be  quickly 
done.  Provision  is  made  for  appraisement  upon  verified  samples 
in  advance  of  the  actual  arrival  of  the  goods.  If  the  verified  samples 
are  not  available,  then  as  soon  as  the  goods  arrive  this  advisory 
appraisement  provision  will  apply;  untU  the  advisory  appraisement 
snail  be  made  there  would  be  no  entry  of  the  goods. 

Under  the  present  law  and  practice,  the  first  thing  the  importer 
does  is  to  rusn  the  entry  into  the  customhouse  and  to  proceed,  as 
well  as  he  can,  to  expedite  the  examination  and  appraisement  of  the 
goods  and  the  collecting  of  the  duties. 

But  under  this  plan  ne  would  be  told  by  officers  of  the  Treasury 
Department,  by  Grovemment  officers,  what  those  officers  deemed  to 
be  the  value  in  the  United  States,  and  those  values  would  be  expressed 
in  money  of  the  United  States. 

I  wish  to  stress  this.  Under  the  present  law  and  practice  the 
appraising  officer  returns  the  value,  the  foreign  market  value,  in  the 
currency  of  the  foreign  country,  or  the  currency  that  is  actually  paid 
for  the  goods  if  it  should  happen  not  to  be  the  currency  of  the  coimtry 
of  exportation.  His  return  is  always  made  in  the  foreign  money. 
At  this  time  the  importer  will  not  be  certain  of  the  amount.  In  any 
event  he  must  rely  upon  his  own  calculations  or  such  figures  as  he 
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may  get.  He  can  not  be  certain  of  what  the  value  expressed  in  money 
of  the  United  States  will  be  until  the  matter  has  passed  from  the 
appraiser  to  the  collector  and  the  collector  has  converted  the  foreign 
currency  into  currency  of  the  United  States. 

There  will  be  no  delay  of  that  kind  under  H.  R.  7456.  It  may  be  said 
that  it  is  inconseq^uential  because  the  importer  is  in  a  position  to  know 
what  the  conversion  value  of  the  currency  is,  but  there  is  some  delay 
which  would  not  attach  under  the  American  valuation  system  that 
would  require  everybody,  includii^  the  appraising  officers,  to  express 
the  value  in  money  of  the  United  States. 

Another  thing  that  would  occur  is  this:  In  the  appraisement 
there  would  be  a  value  fixed  upon  the  goods  which  would  stand  in 
the  nature  of  a  proclaimed  or  official  valuation  without  the  great 
defect  of  the  ordinary  conception  of  the  official  or  proclaimed  value. 
This  value  would  stand  until  the  appraising  officers  changed  it. 
It  might  stand  for  weeks  or  months,  ilccordmg  to  the  statTof  the 
market.  ^ 

It  would  have  this  advantage,  which  the  existing  system  does  not 
have:  The  importer  would  have  the  American  right  to  a  day  in 
court  upon  his  particular  importation.  It  stands  to  reason  that  no 
American  will  ever  be  satisfied  with  a  statement  that  duties  ad 
valorem  have  been  taken  on  his  particular  importation,  the*  only 
one  in  which  he  ia  Interested,  on  a  value  which  is  higher  than  that 
at  the  time  of  the  exportation  of  his  goods,  because  the  law  says 
the  value  during  the  entire  period — three  months  or  whatever  term 
may  be  fixed  in  the  law — ^is  the  official  value  for  all  duties  on  that 
particular  kind  of  goods. 

There  is  another  point  to  be  considered.  Under  the  American 
system,  as  under  the  present  practice,  there  would  be  uniformity  of 
values  throughout  the  United  States.  That  question  was  presented 
here  this  morning.  Senator  Gerry  asked  the  question.  It  would 
be  more  so,  if  anything,  under  the  American  valuation  plan. 

There  is  a  bureau  in  New  York  at  the  head  of  which  are  two  of  the 
ablest  men  in  the  customs  service.  It  is  their  duty,  with  the  aid 
of  their  assistants — able  men — to  have  these  values  made  known 
generally.  They  are  published.  They  are  watched.  I  mean  that 
me  appraisements  are  watched.  And  not  only  are  the  appraise- 
ments watched,  but  the  classifications  as  well — that  is  to  say,  the 
determination  of  the  rates  and  amounts  of  duty — so  that  they  can 
not  bring  goods  in  at  one  port  and  have  them  passed  there  at  a 
valuation  or  classification  different  from  that  of  another  port.  So 
there  would  be  absolute  uniformity  under  the  American  plan. 

Senator  Watson.  Of  course,  the  findings  of  the  New  York  ap- 
praisers are  in  no  wise  binding  upon  others.  I  suppose,  however, 
that  they  are  accepted  because  of  the  great  volume  of  business  done 
there  and  the  well  known  ability  of  the  men. 

Senator  McLean.  They  are  all  appealable  to  the  Board  of 
Appraisers. 

Senator  Watson.  Yes;  but  in  the  vast  number  of  cases  they  are 
not  appealed. 

Mr.  McNabb.  When  the  Board  of  General  Appraisers  does  make 
a  decision,  that  decision  stands,  or  that  value  stands,  until  it  is  set 
aside.  That  is  in  the  nature  of  an  official  or  proclaimed  valuation. 
It  is  always  subject,  however,  to  the  right  of  the  importer  to  have 
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the  decision  of  the  appraiser  reviewed  independently  of  what  went 
on  before. 

Senator  McCumber.  This  ma^  not  be  just  the  place  to  inject  this 
question,  and  you  may  answer  it  later  if  you  desire  to  do  so,  but  I 
would  like  some  views  expressed  by  you  on  the  question  of  valuation 
in  the  principal  markets,  when  the  value  is  very  much  different  in 
one  market  from  that  in  another.  Take,  for  example,  steel  rails. 
In  and  around  the  vicinity  of  Pittsburgh  they  might  oe  quoted  at  a 
certain  price.  Steel  rails  of  the  same  character  in  San  Francisco 
might  be  very  much  higher.  Now,  what  methods  have  we  of  dealing 
with  the  situation  and  determining  the  prices  in  San  Francisco  and 
in  New  York  or  Pittsburgh  ? 

Mr.  McNabb.  The  bill  states  that  the  merchandise  shall  be 
appraised  at  the  value  or  wholesale  selling  price  in  the  principal 
market  or  markets  of  the  United  States.  Tnat  is  the  law  to-aay 
with  respect  to  foreign  values.  The  appraising  officere  to-day 
determine  the  principal  markets  of  the  country  of  exportation. 

Senator  McCumber.  It  might  be  simple  in  Great  Britain,  for  in- 
stance, since  that  is  a  small  countrv  ana  the  market  would  be  prac- 
tically the  same  wherever  they  soldf  steel  rails,  but  the  market  price 
of  rails  in  San  Francisco  where  the  freight  costs  have  to  be  added 
must  be  inmiensely  greater  than  in  and  around  the  vicinity  of  Pitts- 
burgh. 

Mr.  McNabb.  Senator  McCumber,  one  of  the  leading  cases  in  the 
Supreme  Court  on  the  tariff  deals  with  the  question  of  principal 
markets.  It  was  decided  more  than  50  years  ago.  It  is  the  case 
of  Stairs  v.  Peasley.  In  that  case  the  (question  was  raised  and 
decided  whether  Hi^ifax,  Calcutta,  and  Liverpool  are  all  principal 
markets  of  Great  Britain,  and  the  decision  was  in  the  amrmative, 
and  the  Supreme  Court  said  that  it  rested  with  the  appraising  officer 
to  determine  what  are  the  principal  markets.  That  matter  is  gone 
into  in  the  report  of  the  Tariff  Commission  entitled  ''Information 
Concerning  American  Valuation  as  the  Basis  for  Assessing  Duties  Ad 
Valorem. 

Senator  McCumber.  That  does  not  quite  answer  my  question. 
Suppose  that  steel  rails  sell  at  $100  at  Pittsburgh  and  $150  in  San 
Francisco;  how  are  you  going  to  decide  what  the  rate  of  duty  shall 
be? 

Mr.  McNabb.  That  has  been  thought  out,  Senator,  and  the  matter 
has  been  carried  into  section  402  of  the  bill.  In  determining  the 
principal  markets  the  appraising  officers  may  consider  the  elements 
of  costs  that  you  have  lust  mentioned.  Transportation  is  one  of 
them.  Transportation  charges  across  the  continent  in  the  case  of 
pottery  are  very  high.  If  such  charges  are  involved,  the  appraising 
officers  are  given  power  to  consider  them  and  to  allow  for  them  in 
getting  at  the  value  for  sale  in  the  United  State;  he  may  take  these 
things  into  consideration  and  ascertain  what  the  fair  market  value 
is  in  view  of  all  the  facts. 

There  may  be  one  principal  market  for  a  commodity;  Boston  is 
the  principal  wool  market  and  Pittsburgh  is  the  principal  market  for 
steel  rails.  These  are  well-known  facts.  The  appraising  officers 
would  naturally  go  to  those  jnarkets  for  values.  They  are  given 
power  in  section  402  whereby  they  will  be  enabled  to  do  justice  to 
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every  importer  and  to  find  a  value  which  will  be  the  fair  market  value 
of  the  particular  importation. 

Senator  McLean.  I  want  to  ask  you  one  question  at  this  point. 
Is  it  possible  to  impose  duties  under  the  present  system  against 
importations  from  some  countries  that  will  not  operate  as  an  em- 
bargo against  similar  importations  from  other  countries  ? 

l£r.  McNabb.  That  (question,  Senator  McLean,  is  not  easy  of  direct 
answer,  because  there  is  apt  to  be  some  difference  in  the  goods  Uiem- 
selves. 

Senator  Watson.  Well,  if  you  take  a  case  where  goods  are  equal, 
vou  have  that  difficulty.  For  instance,  take  Japan.  We  were  having 
hearings  some  time  ago  on  surgical  instruments.  It  costs  so  much  to 
make  tnem  in  Japan  exactly  as  they  are  made  in  the  United  States. 
Wages  over  there  are  57  cents  a  day  and  over  here  are  many  times 
higher.  If  you  place  a  duty  on  surgical  instruments  coming  from  Japan 
that  is  protective  in  the  sense  in  wnich  that  term  is  legitimately  used, 
then  it  is  an  absolute  embargo  on  the  importation  of  surgical  instru- 
ments from  anv  other  country  in  the  worla.     It  will  be  1,(X)0  per  cent. 

Senator  McLean.  That  would  be  the  case  with  a  great  many 
articles. 

Senator  Watson.  Oh,  yes;  I  used  that  simply  as  an  illustration. 

Senator  McCumber.  Yes;  you  might  take  all  kinds  of  ceUuloid 
goods. 

Senator  McLean.  Will  you  answer  my  question  ?  Is  it  possible  to 
have  a  duty  imder  the  present  system  against  in:^>ortations  irom  soine 
coimtries  that  will  not  operate  as  an  embaigo  against  similar  impor- 
tations from  other  countries  ? 

Mr.  McNabb.  The  flexibility  of  this  section  No.  402 

Senator  Watson.  He  is  aslang  about  the  present  system. 

Mr.  McNabb.  Oh,  I  can  answer  that  readily. 

Senator  Watson.  Then,  is  the  American  plan  the  only  way  to 
escape  from  that  situation  ? 

Mr.  McNabb.  Pardon  me.  I  thought  you  meant  under  the  Ameri- 
can valuation  plan. 

Senator  McLean.  I  said  under  the  present  valuation. 

Mr.  McNabb.  There  is  but  one  answer.  If  the  duty  is  taken  on 
the  highest  value  of  all  the  countries,  as  was  said  yesterday,  as  a 
possibility 

Senator  McLean.  If  we  are  to  consider  the  proposition  for  reason- 
able protection,  are  we  not  driven  by  force  oi  circumstances  to  try 
some  plan  other  than  the  present  one  ? 

Mr.  McNabb.  Under  the  present  system  duties  are  not  taken  on 
the  highest  value,  but  thev  are  taken  on  the  value  in  the  country  of 
exportation  of  the  particular  goods.  Senator. 

Senator  McLean.  I  think  you  do  not  understand  mj  question,  even 
now.  If  we  intend  to  continue  a  reasonable  protective  policy,  is  it 
possible  under  the  present  plan  ? 

Mr.  McNabb.  In  other  words,  can  duties  be  made  so  high  that 
there  will  be  protection  to  American  manufacturers  against  the  goods 
of  a  low-cost  country  without  making  the  duties  prohibitive  upon 
the  goods  from  countries  having  high  costs  ? 

Senator  McLean.  That  is  another  way  to  put  it;  yes. 

Mr.  McNabb.  I  see  no  way  of  doing  it  short  of  the  American 
valuation  plan. 
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Senator  McLean.  That  is  what  we  want  to  try  to  do.  We  do  not 
want  to  adopt  some  unreasonable  and  impracticable  and  impossible 
plan. 

Mr.  McNabb.  It  is  all  right  under  the  American  valuation  plan. 

I  am  sorry  that  I  did  not  understand  the  Senator's  question. 

Under  the  American  valuation  plan  the  flexibility  would  meet  many 
situations.  By  flexibihty  I  mean  this,  that  the  appraising  officer  is 
to  determine  whether  there  are  comparable  and  competitive  products 
of  the  United  States  sold  in  the  open  markets.  If  he  decides  that 
there  are  no  such  products,  he  may,  and  it  is  his  duty,  to  find  the 
value  which  will  be  the  equivalent  of  a  fair  market  value  in  the 
United  States.  In  doing  that  he  may  take  all  the  facts  into  consid- 
eration, and  so  long  as  he  does  not  proceed  upon  methods  that  are 
unreasonable  his  action  will  be  sustamed  by  the  authorities. 

There  is  flexibility  here  which  will  benefit  the  importers  as  well  as 
the  producers,  because  of  the  requirement  that  it  must  be  the  fair 
market  value  of  the  particular  importation  upon  which  duties  are 
taken.  That  value  determined  by  the  appraising  officers  and  made 
applicable,  through  the  means  that  I  spoke  of,  to  the  other  ports 
would  soon,  it  seems  to  me,  enable  the  goods  to  be  quickly  appraised 
at  a  value  which  would  be  known  to  the  importer — a  value  which  he 
would  soon  be  able  to  know  the  definite  amount  of  and  a  value  which 
would  carry  no  additional  duties  for  undervaluation,  if  in  good  faith 
and  without  fraud  he  adopted  the  advisory  appraisement. 

If  I  were  asked  the  greatest  objection  to  tne  American  system, 
I  would  sav  it  is  the  great  burden  of  work  thrown  upon  the  officers  of 
the  United  States,  and  the  answer  to  that  is  that  that  great  body  of 
men,  properly  compensated  for  their  work,  would  enter  upon  tneir 
duties  with  added  zeal  and  it  would  not  be  long  before  they  would 
evolve  a  system  which  would  be  workable  and  satisfactory  to  all. 

The  Chairman.  Have  you  closed  your  statement,  Mr.  McNabb  ? 
Of  course,  I  know  that  you  can  go  on  with  a  yerj  interesting  dis- 
cussion of  the  subject  for  a  long  period,  but  brevity  must  be  our 
guiding  principle.  It  is  true  that  it  is  very  important  and  we  do  not 
want  to  curtail  legitimate  discussion.  If  you  nave  anything  further 
to  say  or  anything  that  you  would  like  to  submit  in  written  form,  you 
may  give  it  to  the  stenographer. 

Mr.  McNabb.  With  the  permission  of  the  conmiittee,  I  would  like 
to  add  something  to  what  I  have  already  said.  There  are  two  other 
matters. 

The  Chairman.  The  committee  is  greatly  interested  and  wants  to 
give  you  every  opportunity.  Of  course,  we  have  limitations  upon 
our  time,  as  you  must  realize.  Is  it  your  thought  that  you  will  be 
able  to  close  by  inserting  in  the  record  your  admtional  views  on  the 
matter  ? 

The  committee,  I  may  say,  has  indicated  a  desire  to  reserve  the 
right  to  invite  the  members  of  the  commission  to  appear  before  it 
at  a  later  date. 

The  committee  now,  under  the  program  laid  out,  will  adjourn  until 
half  past  2,  when  it  will  hear  Mr.  Marvin,  of  the  Tariflf  Commission. 
When  Mr.  Marvin  is  through,  the  committee  will  proceed  to  hear 
certain  customhouse  officials  irom  New  York. 

The  committee  will  stand  adjourned  until  half  past  2,  when  Senator 
McCumber  will  take  the  chair. 
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(Whereupon,  at  12  o'clock  noon,  the  committee  took  a  recess  until 
2.30  o'clock  p.  m.) 

AFTER  RECESS. 

Senator  McCumber  (presiding).  Mr.  Marvin,  will  you  be  kind 
enough  to  give  the  committee  your  views  with  reference  to  this. 
American  valuation,  giving  first  your  name  and  position  ? 

0 

STATEMENT    OF   HON.    THOMAS    O.    MARVIN,    VICE    CHAIRMAN^ 

UNITED  STATES  TARIFF  COMMISSION. 

Mr.  Marvin.  Thomas  O.  Marvin,  vice  chairman  United  States 
TariflF  Commission. 

Mr.  Chairman,  the  determination  of  value  is  always  attended  with 
more  or  less  difficulty.  Our  town  and  city  governments  met  this 
difficulty,  so  far  as  the  valuation  of  real  estate  is  concerned,  by  the 
appointment  of  boards  of  assessors,  whose  duty  it  was  to  estimate  a» 
accurately  as  they  could  the  value  of  the  properties  under  their  juris- 
diction. They  did  not  ask  the  owner  oi  the  property  to  detennine 
the  value — they  estimated  the  value  as  best  they  could  in  the  light- 
of  comparable  values  in  the  conmiunity,  sales  that  nad  taken  place,  etc^ 

Our  Federal  Government  in  the  collection  of  customs  duties  haa 
attempted  to  meet  the  difficulties  of  valuation  by  the  appointment  of 
customs  officials  whose  duty  it  is  to  estimate  the  value  of  imports  upon 
which  ad  valorem  duties  are  based. 

It  might  be  serviceable  if  we  could  have  a  brief  outline  of  the 
organization  of  our  customs  service,  and  I  would  like  to  read  a  few 
paragraphs  from  an  interesting  article  by  Mr.  George  C.  Davis,  of  the 
Customs  Service,  of  New  York : 

The  United  States  is  divided  into  48  customs  districts,  each  in  charge  of  a  collec- 
tor of  customs.  Within  these  districts  there  are  48  headquarters  ports  and  264  ports 
of  entry.    The  latter  ports  are  in  charge  of  deputy  collectors.    ♦    *    ♦ 

There  are  6,635  customs  employees,  divided  approximately  as  follows:  1  chief 
division  of  customs;  2  assistant  chiefs;  .39  clerks  and  messengers,  division  of  customs; 
126  special  agency  service;  48  collectors;  300  deputy  collectors;  15  cashiers;  7  naval 
officers;  7  surveyors;  16  appraisers;  17  assistant  appraisers;  218  examiners;  1,855 
inspectors  and  guards;  2,984  clerks  and  other  employees;  and  1,000  openers  and 
packers  and  laborers. 

This,  briefly,  with  the  exception  of  the  Customs  Court  of  Appeals  and  the  Board 
of  United  States  Genend  Appraisers,  is  the  organization  of  the  Customs  Service  exist- 
ing for  the  purpose  of  safeguarding  the  revenues  and  properly  collecting  the  duties 
under  our  tariff  law.    *    ♦    * 

Fundamentally  the  operations  necessary  to  secure  the  duties  upon  imports  are 
simple  in  the  extreme  and  may  be  broadly  placed  at  four:  Taking  custody  of  the  mer- 
chandise.' Examining  it  to  determine  value,  count,  measurement,  weight,  and  rate 
of  duty.  Collecting  the  duties  and  recording  the  amounts".  Returning  the  merchan- 
dise to  its  rightful  owners.    *    *    * 

The  merchandise  is  taken  into  custody  for  this  purpose,  and  the  amount  of  money 
collected  depends  entirely  upon  the  accuracy  of  this  operation.    »    ♦    * 

Out  of  6,635  employees,  251  of  them  in  our  larger  ports  are  engaged  in  appraising 
and  classifying  the  importations  for  duty,    *    *    *. 

The  appraiser  appraises  and  classifies  the  merchandise. 

Even  the  claseincation  of  the  merchandise  is  not  entirely  in  the  hands  of  one  legally 
constituted  officer.  Theoretically  the  collector  determines  the  rate  of  duty,  but  only 
in  theory,  as  neither  he  nor  his  subordinates  (except  in  the  smaller  ports)  ever  see  the 
merchandise.  Classification  is  the  collector's  legal  function,  in  fact,  tlie  most  impor- 
tant of  any  he  has  to  perform,  for  erroneous  rates  of  duty  may  mean  the  loss  of  millions 
in  revenue.  The  appraiser  is  only  required  by  law  to  report  the  facts  to  the  collector 
in  order  that  the  collector  may  properly  classify  the  merchandise,  but  as  the  examiner 
sees  the  article  and  is  the  practical  and  technical  merchandise  man,  his  advice  has 
gradually  become  the  act  itself.    He  places  the  rate  of  duty  he  has  selected  as  the 
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proper  one,  together  with  the  paragraph  number  of  the  law,  upon  the  invoice,  and  the 
<»lfector,  through  his  subordinates,  assesses  the  duty  accordingly.    *    ♦    » 

The  entire  burden  of  the  work,  the  most  important  work  in  the  entire  gamut  of 
customs,  falls  upon  the  shoulders  of  the  examiners.    ^    *    * 

Whether  the  Government  secures  its  proper  amount  of  revenue  or  the  American 
manufacturer  his  measure  of  protection  agamst  unfair  competition  brought  about  by 
undervaluation  and  erroneous  rates  of  duty  and  misleading  or  dishonest  labeling  of 
imported  ^oods,  depends  entirely  upon  the  examiners,  supplemented  by  the  work  of 
the  special  agents. 

There  are  'probably  few  positions  in  the  business  world  requiring  more  knowledge 
of  foreign  trade  conaitions,  business  practices,  costs,  and  methods  of  production  and 
changing  values  the  world  over  than  the  position  of  the  merchandise  examiner.  He 
must  have  the  most  intimate  knowledge  of  customs  laws  and  decisions  of  the  courts 
and  Boards  of  United  States  General  Appraisers.  Upon  his  action  and  jud^ent 
dei>ends  practically  the  entire  working  of  our  whole  tanfi  system.  A  simple  mistake 
in  judc^ment  and  insufficient  knowledge  of  conditions  or  a  lack  of  conscientiousness 
in  performing  his  work  may  cost  the  Government  thousands  of  dollars  in  lost  duties 
and  consequent  injustice  to  importers  or  American  manufacturers  or  may  lead  to 
interminable  and  expensive  liti^tion.    ♦    ♦    * 

The  market  value  of  an  imported  article  is  one  of  fact  and  in  most  instances  is  ascer- 
tained through  actual  transactions.  Under  our  present  law  the  value  sought  by 
appraising  officers  is  the  wholesale  price  that  the  article  is  sold  for  in  the  home  market 
of  the  foreign  country.  These  prices  can  only  be  secured  on  the  ground,  and  at  the 
present  time  we  have  only  six  foreign  investigators,  known  as  Treasury  attach^,  for 
the  entire  world.  These  officers  are  engaged  in  securing  this  information  for  the 
appraisement  of  merchandise.  Their  work  is,  of  course,  supplemented  by  consular 
reports,  but  these  reports  are  only  occasional,  as  the  consuls  in  their  busy  districts 
have  little  time  to  devote  to  customs  matters.  Closely  connected  with  the  work  of  the 
examiners  is  that  of  the  special  agents  and  customs  agents.  Aside  from  smuggling, 
usually  a  very  wide  and  important  field,  the  investigations  of  the  transactions  of 
importers  are  highly  important  in  checking  imdervaluations.  Examiners  ajre  confined 
in  their  offices  practically  all  the  time  in  examining  current  importations.  The  state- 
ments upon  the  invoices  as  to  prices  paid  need  constant  verification,  and  examiners 
have  little  time  for  this  work.  There  have  been  innumerable  instances  where  the 
special  agents  in  investigating  the  invoice  values  of  past  importations  have  recovered 
enormous  sums  in  withheld  duties.    *    *    * 

Under  proper  organization  the  customs  service  of  the  United  States  can  be  made 
100  per  cent  more  efficient,  and  if  conducted  by  men  paid  compensations  worthy  of 
their  hire,  there  will  be  laige  gains  in  the  revenue  and  a  material  reduction  in  expense. 

That,  gentlemen,  is  the  Government's  organization  for  collecting 
customs  auties  and  for  assessing  the  value  of  imports  subject  to  ad 
valorem  rates  of  duty. 

Under  our  present  law  these  gentlemen  are  supposed  to  obtain  the 
value  of  the  goods  in  the  foreign  market,  the  wholesale  price  in  foreign 
markets  on  tne  date  of  exportation. 

As  Mr.  Davis  said,  there  are  six  foreign  agents  for  that  purpose,  a 
wholly  inadequate  force.  These  gentlemen  connected  witn  tne  cus- 
toms service  are  experts  in  their  fine.  They  have  devoted  years  to 
the  problems  of  ascertaining  values.  As  I  understand  it,  the  exam- 
iners are  divided  into  groups;  to  each  group  are  assigned  certain 
commodities  in  which  tney  become  experts.  They  know  the  kind 
and  quality  and  value  from  experience.  The  proposed  change  in  the 
customs  laws  does  not  change  the  fundamental  requirements  so  far 
as  the  customs  officials  are  concerned.  It  still  means  what  the  present 
system  means,  a  correct  ascertainment  of  value. 

The  change  that  has  been  suggested  makes  this  notable  difference: 
Instead  of  trying  to  ascertain  the  value  of  an  imported  article  in  the 
foreign  country,  the  effort  is  made  to  obtain  the  value  of  comparable 
and  competing  articles  in  this  country,  and,  gentlemen,  does  that 
present  an  insurmoimtable  obstacle?  The  American  people  recog- 
nize values;  they  are  called  a  trading  people.     We  know  from  the 
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rush  of  people  to  bargain-day  sales  at  department  stores  that  there 
is  common  knowledge  in  regard  to  values  among  the  people  of  the 
country.  Take  the  buyers  in  our  department  stores,  they  could 
not  hold  their  jobs  a  aay  unless  they  were  capable  of  comparing 
values. 

I  believe  that  the  men  in  the  Customs  Service  who  are  trained  in  this 
line  of  work,  who  are  either  selected  for  their  abihty  along  these  lines 
or  who  have  because  of  their  experience  in  the  customs  service  ob- 
tained famiUarity  with  values,  can  ascertain  the  values  of  comparable 
goods  in  this  country  for  purposes  of  assessing  and  levying  the  duties. 

It  has  been  suggested  that  this  is  a  revolutionary  change.  As  I 
ha  ve  said,  it  does  not  change  the  real  basis  of  the  work.  It  merely 
transfers  the  field  of  operation.  Instead  of  trying  to  obtain  foreign 
values  the  proposed  change  would  place  upon  the  customs  officials 
the  obligation  of  obtaining  American  values,  and  it  would  seem,  at 
least  at  a  casual  glance,  that  it  would  be  much  easier  to  obtain  values 
in  the  United  States  than  it  would  to  obtain  values  of  imported 
articles  from  coimtries  that  we  are  unfamiliar  with,  miles  and  miles 
away,  and  in  which  we  have  only  six  special  agents  for  this  purpose. 

Does  it  present  insuperable  obstacles  so  far  as  the  proposed  bill  is 
concerned  ) 

For  many  years  more  than  one-half  of  our  imports  have  been  free 
of  duty.  iJuring  the  last  fiscal  year  sUghtly  over  60  per  cent  of  our 
imports  were  on  the  free  list.  Gentlemen,  60  per  cent  or  more  of 
our, imports  would  not  come  under  the  terms  of  the  American  valua- 
tion, were  it  adopted.  By  the  transfer  from  the  free  list  to  the 
dutiable  list  of  a  number  oi  articles  probably  that  percentage  would 
be  reduced;  perhaps  when  the  law  is  m  operation,  say,  50  per  cent  of 
our  imports  may  oe  dutiable,  but  of  those  dutiable  imports — 50  per 
cent  01  the  total  imports — a  very  considerable  number  bear  specific 
duties,  which  would  remove  them  from  consideration  so  far  as  the 
operation  of  American  valuation  is  concerned.   • 

An  analysis  of  the  rates  proposed  in  the  bill  recently  passed  by 
the  House  of  Representatives  snows  that  in  schedule  1 — chemicals, 
oils,  and  paints — there  are  138  specific  duties;  there  are  13  compound 
duties  and  65  ad  valorem  duties.  So  far  as  Schedule  1  is  concerned, 
vastly  more  of  the  rates  are  specific  than  ad  valorem. 

In  Schedule  2 — earthenware  and  glassware — there  are  62  specific 
rates,  14  compound  rates,  and  39  ad  valorem  rates. 

In  Schedule  3 — metals  and  manufactures  of  metals — there  are 
171  specific  rates,  43  compound  rates,  and  70  ad  valorem  rates. 

In  Schedule  4 — wood  and  manufactures  of  wood — there  are  5 
specific  rates  and  17  ad  valorem  rates — a  considerably  larger  number 
of  ad  valorem  rates  than  specific  rates  in  schedule  4,  wood  and 
manufactures  of  wood.  The  ad  valorem  rates  are  applied  to  such 
things  as  paving  posts,  railroad  ties,  boxes,  barrels,  toothpicks, 
porch  and  window  blinds,  and  other  similar  articles,  the  value  of 
which,  it  would  not  seem,  would  be  peculiarly  diflicult  to  obtain  in 
the  United  States. 

Schedule  5,  the  sugar  schedule,  has  9  specific  rates  and  2  ad  valorem 
rates.  So  far  as  the  application  of  the  American  valuation  goes, 
Schedule  5  i^^ht  be  practically  eliminated,  as  the  rates  are  nearly 
all  specific,  'flie  two  ad  valorem  rates  apply  to  adonite,  dextrose, 
and  to  candy. 
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Schedule  6,  the  tobacco  schedule,  has  7  specific  rates  and  1  com- 
pound rate;  a  specific  and  ad  valorem  rate  on  cigars  and  cigarettes 
of  S4.50  a  poimd  and  25  per  cent.  So  the  change  to  the  American 
valuation  would  not  affect  that  schedule  to  any  dWree. 

Schedule  7,  agricidtural  products,  has  220  specific  rates  and  43  ad 
valorem  rates.  The  ad  valorem  rates  apply  to  such  thin^  as  lard 
compounds,  reindeer  meat,  sausage  casings,  meats  not  specially  pro- 
vided for,  malted  milk,  cheese  over  30  cents  a  pound,  horses  over 
S150  in  value,  mixed  feeds,  biscuits,  cakes,  jams  and  jeUies,  sliced 
vegetables,  chocolate  and  cocoa,  the  American  price  of  every  one  of 
which  could  be  ascertained  without  difficulty. 

Schedule  8 — ^spirits,  wines,  etc. — has  9  specific  rates  and  1  ad 
valoreni;  another  schedule  which  could  be  ehminated. 

Schedule  9  is  the  cotton  schedule,  and  it  is  probably  in  the  textiles 
schedules  where  the  complications,  if  there  are  any,  would  be  most 
apt  to  occur.  The  cotton  schedule  is  based  on  varying  specific  rates 
with  stop  rates  of  an  ad  valorem  nature,  for  instance,  cotton  yam, 
not  bleached,  etc.,  under  40's,  has  a  specific  rate  of  one-fifth  of  1  cent 
per  number  per  pound;  40's  to  120's  8  cents  per  pound,  and  in  ad- 
dition one-guarter  of  1  cent  per  number  per  pound  for  every  number 
in  excess  oi  40,  with  a  proviso  that  yams  under  100  shall  pay  not 
less  than  5  per  cent,  and  numbers  over  100  not  less  than  25  per  cent. 

I  will  not  read  the  details  of  that  schedule. 

Thread  has  a  specific  rate  of  one-half  cent  per  100  yards,  provided 
it  shall  not  be  less  than  17  nor  more  than  33  ^  per  cent. 

Cotton  cloth  has  similar  rates  raised  in  proportion  to  those  on 
yams;  in  other  words,  the  cotton  schedule,  except  for  the  stop  rates 
of  an  ad  valorem  nature  are  practically  all  specific  rates. 

It  might  be  necessary,  for  careful  administration  of  the  cotton 
schedule,  to  consider  American  values,  if  these  stop  ad  valorem  rates 
were  taken  into  consideration,  as  they  should  be. 

In  the  early  operation  of  the  law  the  Treasury  ndght  well  suggest 
that  the  rates  in  the  cotton  schedule  shall  be  levied  in  accordance 
with  the  specific  rates  of  the  bill,  if  it  were  necessary  to  eUminate  any 
complications  so  far  as  the  American  valuation  is  concerned,  although 
I  do  not  believe  that  those  difficulties  are  great  or  in  any  degree 
insurmountable. 

Schedule  10 — ^flax,  hemp,  jute,  etc. — ^has  29  specific  rates,  3  com- 
pound rates,  and  15  ad  valorem  rates. 

Schedule  11 — ^wool  and  manufactures  of  wool — ^has  10  specific 
rates,  38  compound  rates,  and  6  ad  valorem  rates — comparative 
values  so  far  as  the  wool  schedule  is  concerned  would  be  rather 
necessary. 

Schedule  12 — silk  and  silk  goods — ^has  84  specific  rates.  3  compound 
rates,  and  10  ad  valorem  rates,  the  ad  valorem  rates  being  on  knit 
goods,  clothing,  etc.,  in  which  there  would  not  be  any  great  difficulty 
in  ascertaining  the  market  value. 

Schedule  13 — papers  and  books — ^has  22  specific  rates,  22  com- 
pound rates,  and  20  ad  valorem  rates. 

Schedule  14 — simdries — ^has  37  specific  rates,  20  compoimd  rates, 
and  95  ad  valorem  rates.  It  is  in  the  sundry  schedule  where  the 
larger  number  of  ad  valorem  rates  will  be  foimd. 

Taking  all  of  the  schedules  of  the  bill  there  are  803  specific  rates, 
there  are  156  compound  rates,  and  384  ad  valorem  rates. 
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So,  looking  at  the  proposition  from  its  darkest  aspect,  the  amount 
of  imports  which  would  be  affected  by  the  change  to  the  American 
valuation  will,  as  I  have  said,  be  only  a  small  percentage  of  the  50 
per  cent  of  dutiable  imports. 

In  1920  the  total  percentage  of  free  imports  was  61  and  a  fraction 
per  cent.  Of  the  dutiable  imports  26  per  cent  were  specific,  12  per 
cent  ad  valorem,  and  0.34  of  1  per  cent  were  compound. 

In  1919,  48  per  cent  of  our  revenue  wa§  obtained  from  imports  hav- 
ing a  specific  rate  of  duty,  and  48  per  cent  of  our  revenue  was  obtained 
from  tne  ad  valorem  duties. 

In  1920,  43  per  cent  of  dutiable  imports  in  value  had  a  specific  rate, 
and  54  per  cent  in  value  had  an  ad  valorem  rate. 

Some  years  the  amount  of  revenue  raised  by  articles  bearing  an 
ad  valorem  rate  of  dut^  may  be  in  excess  of  the  amount  raisea  by 
articles  bearing  a  specinc  rate  of  duty. 

These  figures  will  indicate  the  extent  to  which  ad  valorem  rates  of 
duty  apply  to  our  imports  and  the  bearing  of  the  change  to  American 
valuation  upon  our  imports. 

The  question  has  been  raised  as  to  the  de^ee  of  difficulty  m  deter- 
mining the  comparable  American  product  with  the  imported  product. 
As  my  analysis  of  the  proposed  bill  would  indicate,  it  is  in  the  textile 
schedules  and  in  the  sundry  schedules  where  the  effect  of  tiiis  change 
to  the  American  valuation  will  be  felt  most. 

I  have  tables  here  of  the  typical  products  of  an  American  worsted 
mill,  which,  without  reading  m  full,  might  perhaps  be  included  in 
the  record. 

Senator  McCumbbr.  The  stenographer  will  include  them  as  a  part 
of  your  statement. 

(The  tables  referred  to  are  as  follows:) 

Classified  list  of  typical  tuorsted  fabrics. 


Qual- 
ity. 


123 

87 

88 

94 

121 

99 

104 

9 

109 

11 

2004 

2272 

2445 

2203 

2002 

2001 

2401 

2458 

2440 

2460 

2340 

2075 

2441 

2316 

2270 

2512 


Width. 


35 
38 
54 
54 
54 
54 
54 
54 
54 
54 
56 
56 
56 
56 
56 
56 
58 
58 
56 
56 
56 
58 
56 
56 
58 
58 


Articles. 


For  men's  and  women's  wear,  aU-wool  piece-dped  serges,  clear  finish. 


CLASS  L 


Storm  serge  (or  women's  wear 

do 

do 

do 

Medium  serge  for  women's  wear 

do 

Fine  serge  for  women's  wear 

do 

do 

do : 

Coarse  serge  for  men's  and  women's  wear . . 
Medium  serge  for  men's  and  women's  wear. 

do 

do 

Fine  serge  for  men's  and  women's  wear 

do 


.do. 
.do. 
.do. 
.do. 
.do. 
.do. 


Medium  serge  for  men's  wear. 

Fine  serge  for  men's  wear 

do , 

.....do 


Weight. 
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Classified  list  of  typical  worsted  fabrics — Continued. 


'^  IWldtlv 


2429 
21S9 
2350 
2043 
2400 
2314 
2467 
2320 
2516 
2468 
2490 
2518 


2132 
23S6 
2393 


2»45 


2281 
2049 
2454 
2236 


2329 
2285 
2063 
2334 


2206 

2464 

2464-25 

2453 


2000 

2372 
2372H 
2455 
2513 
2515 
2460 
2517 
2319 


2309 
2430 


50 

56 
58 
56 

56 
58 
56 
58 
58 
56 
58 
58 


56 
56 
58 


56 


56 
56 
56 
58 


56 
56 
56 

58 


66 
56 
56 
56 


56 
56 
56 
56 
58 
58 
56 
58 
58 


56 
56 


Articles. 


For  men*8  and  women* t  wear  aU-wool,  piece-4yed  tergtt,  clear  finUk—Coatd, 

CLASS  I— continued. 

Coarse  serge  tor  men's  wear 

Fine  senator  men's  wear 

do 


.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 


AU-wotU  pitoe-dfgd  terges,  unftnixhed. 
CLASS  n. 


Unfinished  worsted  for  men's  and  women's  wear. 

Unfinished  worsted  for  men's  wear 

....do 


For  men*9  and  women* $  wear-^A  U^ool  pUu-difed  ehevioU. 

Cheviot  for  men's  and  women's  wear 

A  U^DOol  mixture  eergtej  dear  fMA. 
CLASS  rv. 


Fine  mixture  serge  for  men's  and  women's  wear. 

Fine  mixture  serge  for  men's  wear 

....do 


.do. 


A  U-wool  mfxture  eergee,  unfinUSud, 

CLASS  V. 


Medium  unfinished  mixture  serge  for  men's  wear 

Fine  unfinished  mixture  serge  for  men's  and  women's  wear. 

Fine  unfinished  mixture  serge  for  men's  wear 

.....do 


For  men*a  and  women**  wear— A  U-wool  metangt  or  Vigoreaux  urgte,  dear  finlth. 

CLASS  YI. 


Medium  melange  serge  for  men's  and  women's  wear. . 
Medium  melange  serge  for  men's  wear,  except  style  25. 
Medium  melange  serge  for  men's  wear,  style  25  only. . 
Coarse  melange  serge  for  men's  wear 


iiU-ioooI  piece-dyed  fancy  weave  serge. 
CLASS  vn. 


Coarse  full  weight  serge  for  men's  wear 

Fine  fiill  weight  serge  for  men's  wear,  except  pattern  H. 
Fine  full  weight  serge  for  men's  wear,  pattern  H  only . . . 

Finefullwdmt  serge  for  men's  wear 

Fine  suiting  u»-  men's  wear 

.do. 


Fine  full  weight  serge  for  men's  wear. 

Fine  suiting  for  men's  wear 

.....do 


Revieed  July  7,  19ft,  for  men*»  and  women^t  wear,  all-wool  piece-dyed  tergee 

wM  coMon  eMpee. 

CLASS  vni. 


Coarse  ftiU-weight  striped  serge  for  men's  wear. 
do 


Weight. 


13| 

1V13 
13 
13 
14 

161/10 

1« 
16 

18 
18 


105 
121 
13* 


12i 


10 
12 
12 
13i 


10 

1S{ 

14 
13 
\\\ 
151/16 
16 
17/18 


10 
13i 


81527— 22— A  V 6 


78 


TARIFF  HEARINGS. 


Claasified  list  of  typical  worsted  fabrics — Continued, 


Qual- 
ity. 


2433 


2289 

2466 

2465-25 


2051 


228 
774 

778 
790 
789 

788 


Width. 


2470 
2295 
2298 
2301 
2220 


1419 


1210 
1213 


2401 
2402 
2423 


1450 
1406 
1423 


56 


2-2451 

66 

2434 

56 

2376 

56 

2457 

56 

2415 

56 

56 
56 
56 


56 


54 
54 

66 
56 
56 
56 


56 
56 
56 
56 
56 


56 


85 
85 


30 
30 


35 
54 
54 


Articles. 


AU-wool  ptece-4yed  fancy  weave  dief^oU, 

CLASS  IX. 

Fancy  weave  cheviot  for  men's  wear 

AU-tPOol  mixture  tuUhifft. 

CLASS  X. 


Fancy  weave  mixture  suiting  for  boys'  clothing 

Fancy  weave  mixture  for  men's  and  women's  wear. 

Fancy  weave  mixture  for  men's  wear 

do...... 

Mixture  tropical  suiting  for  men's  wear 


For  inen*t  and  women* t  wear,  oU-toool  mdanget  or  Vigweaux  fancy  weavet, 

CLASS  XI. 


Herringbone  melange  for  men's  and  women's  wear. . . 
Herringbone  melange  for  men's  wear,  exclusive  styles. 
Herringbone  melange  for  men's  wear,  style  25  only 


A  U-wool  cream  Hrge»--aXlrwool  ^lepkerd  cheeks. 

CLASSES  Xn  AND  XUI. 

Fine  Shepherd  check  for  men's  wear 

AU-wool  pUce^yed  tuUingefor  women**  wear, 

CLASS  XIV. 


Fine  Panama  for  wom^i's  wear. 
Fine  poplin  for  women's  wear . . 
Fine  trlcotine  for  women's  wear. 
Poiret  twill  for  women's  wear. . . 
Fine  tricotine  for  women's  wear. 
do 


Revited  July  7,  t9Mt,for  m€n*9  and  women*8  wear,  gabardine  for  men*t  wear. 

CLASS  XV. 


Ck>tton-filled  gabardine 

do 

, . . .  .do 

Mixture  warp  cotton-filled  gabardine . 
All-wool  double  and  twist  gabardine. 


Worsted  and  cotton  twist  suitings. 

CLASS  XVI. 

Worsted  and  cotton  twist  fancy  weave  for  rainooatings. 

Cotton  and  wool  serge*. 
CLASS  xvn. 


€k)tton  warp  storm  serge  for  women's  wear. 
Cotton  warp  fine  serge  for  women's  wear. . . 


Revised  July  6, 198 1,  for  men's  and  women's  wear,  cottons  and  teool  serges. 

CLASS  xvn. 


Plaited  warp  serge  for  men's  wear 

Ck>tton  warp  serge  for  men's  wear 

Cotton  warp  fine  serge  for  men's  wear. 


Cotton  warp  shejiherd  checks. 
CLASS  xvm. 


Cotton  warp  shepherd  check  for  women's  wear. 

do 

.....do 


Weight 


12i 


}o1 

12 
104/104 


10 

25-12 
12 


H 


14 
12 
15 


9h 


ti 


5 

5 

104 


4i 

7 

7f 
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ClauiJUd  list  of  typical  worsted  fabrics — Continued. 


Qual- 
ity. 


2406 
2432 


1530 
1531 


«09 

650 


1528 


Width. 


Articles. 


30 
30 


35 

35 


36 
37 
36 


37 


Cotton  ani  wool  fanqf  wtave  serges. 

CLASS  xiz. 

Cotton  warp  fancy  weave  serge  for  men's  wear 

Plaited  warp  fancy  weaveserge  for  men's  wear , 

For  men's  and  women's  wear,  cotton  and  wool  suitings, 

CLASS  XZ. 

C.  W.  serge  hairline  stripes  for  women's  wear 

C.  W.  granite  for  women^s  wear , 

Cotton  warv  cashmeres, 

CLASS  xxn. 

Cotton  warp  oxford  cashmere  for  mbberlzing 

do , 

do 

MiseeHancous. 

CLASS  xxm. 

Cotton  warp  owkscrew  for  shoe  cloth 


Weight. 


5i 
5 


?7 


3[ 

3 


Senator  Watson.  Give  us  some  of  those,  so  we  can  have  them  in  mind. 

Commissioner  Marvi)^.  This  table  shows  that  in  this  tvpical  Ameri- 
can worsted  mill  there  are  23  classes  of  products.  There  are,  for 
instance,  storm  serges,  medium  serges,  fine  serges,  coarse  serges  for 
men's  and  women's  wear,  medium  serges  for  men's  and  women's 
wear,  various  kinds  and  weights  of  serges,  cheviots,  all  wool  mixed 
serges,  all  wool  piece-dyed  serges  with  cotton  stripes — in  fact,  pretty 
nearly  a  full  line  of  worsted  fabrics. 

This  table  shows  the  weight  per  yard  of  these  fabrics  of  the  dif- 
ferent classifications.  If  an  English  serge,  for  instance,  is  imported 
into  this  country  and  we  tried  to  find  a  comparable  American  product, 
naturally  we  would  not  compare  it  with  a  cheviot  or  broadcloth;  we 
would  compare  it  with  an  American  serge.  It  would  fall  naturally 
into  that  *^  class  1 "  of  serges. 

If  it  is  a  serge  of  light  weight  for  women's  wear,  for  instance,  made 
in  4  ounces  to  the  yard,  it  would  be  compared  with  an  American  serge 
weighing  4  ounces  to  a  yard. 

Tnere  are  American  serges  ranging  in  weight  from  4  ounces  to  a 
yard  up  to  18  ounces  to  a  yard;  probably  as  large  a  variety  of  Ameri- 
can-made serges  as  are  made  anywhere  in  the  world.  So  w^hen  a 
foreign  serge  comes  in  there  is  something  of  comparable  quality  to 
which  it  can  be  compared.  Practically  tne  same  remarks  might  be 
made  of  every  line  oi  foreign  worsteds  or  woolens. 

If  they  are  competitive,  it  means  that  something  of  the  same  nature 
is  made  in  this  country  and  the  ascertainment  of  the  value  of  that 
thing  made  in  this  country  is  not  a  difficult  proposition. 

In  the  morning  paper  there  was  published  a  tabic  similar  to  that 
one  which  I  have  just  commented  upon.  This  table  is  the  price  list 
of  the  American  Woolen  Co.,  giving  the  prices  for  its  spring,  1922, 
fabrics.  It  gives  the  weight  per  yard  and  the  price  of  all  of  its 
products.  The  suggestion  nas  oeen  made  that  if  the  change  is  made 
to  American  valuation  the  importer  of  the  foreign  goods  would  not 
know  the  amoimt  of  duty  that  would  be  assessed  on  his  goods  at  the 
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time  that  they  arrived  in  the  United  States,  not  knowing  what  the 
price  of  a  comparable  article  in  the  United  States  would  be. 

Grentlemen,  nere  are  the  prices  of  the  full  line  of  spring,  1922,  goods 
made  by  the  American  Woolen  Co.  Not  only  will  the  foreign  exporter 
be  under  no  difficulty  to  find  out  the  price  at  which  goods  comparable 
with  his  sell  in  the  united  States  at  the  time  of  exportation,  but  by 
the  publication  of  these  prices,  which  is  a  trade  custom,  he  may 
know  some  six  months  in  advance  what  the  price  of  comparable 
American  goods  will  be. 

Senator  Watson.  Has  he  any  assurance  that  that  price  list  will 
not  be  changed  ? 

Commissioner  Marvin.  The  prices  may  be  changed;  his  prices  may 
be  changed. 

Senator  Smoot.  Do  you  want  this  to  go  into  the  record  ? 

Commissioner  Marvin.  I  think  it  might  go  into  the  record. 

(The  clipping  referred  to  is  as  follows:) 

Cotton  Geay  Goods. 

The  following  figures  represent  an  idea  of  the  prices  at  which  gray  goods  may  be 
obtained.  Mill  prices,  in  general,  are  higher,  but  the  consensus  of  opinion  is  that 
these  figures  are  as  near  the  market  as  one  can  estimate.  Contracts  to-day  are  in- 
variably for  near-by  months.    (July  25,  1921.) 

Spring  prices  of  goods  made  by  American  Woolen  Co.  for  1922. 


Print  cloths: 

2oinch,  56by44.... 

27iuch,  44by  i7-.. 

27iuch,  56by52... 

27  inch,  W  by  60. . . 

31Hnch,48by48.. 

31Hnch,  56by52.. 

32incii,fl4by60... 

284  inch,  44  by  40.. 

38i  inch,  48  by  48.. 

39  inch,  56  by  44... 

33inch,  40by40... 

36 inch,  48  bv 44... 

38i  inch,  60  by  52... 

38iinch,  60by  48.. 

38i  inch,  64  by  56.. 

38i  inch,  64  by  60.. 

3d  inch,  68  by  72... 

39  inch,  72  by  76... 

39inch,  80bv80... 

39  Inch,  80  by  88... 

3^ inch, 96  by  92... 

39  inch,  96  by  100.. 

39  inch,  96  by  100.. 

44inch,48by48... 

44-inch,  44  by  40... 
Sheeting  (net  prices 
specified): 

5Unch,  48by48.... 

36-inch,  40  by  40.... 

36-inch,  44  by  40.... 

36-lnch,  48by40.... 

36-inch,  48  by  48.... 

3&-inch,  4Sby52.... 

36-inch,  56  by  60.... 

37-inch,  48  by  48.... 

36-inch,  48  by  48.... 

36-inch,  64  by  68.... 

36-inch,  48  by  44.... 

40-inch,  48  by  44.... 

40-lnch,  44by40.... 

40-inch,  56  by  60.... 

40-inch,  64  by  68.... 

40-inch,  48  by  48.... 


Linear 

yards 

per 

pound. 


Prions  in  cents  per  linear  yard. 


8econd 
hands. 


unless    otherwise 


Southern  Southern 


spot  and 
near  by. 


con- 
tracts. 


Eastern 
spot. 


''  Eastern 
I      con- 
I   tracts. 


1  October. 


>Late. 


■  Terms. 
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Spring  prices  of  good%  rnide  by  Amerioan  Woolen  Co.  for  19t2 — Continued. 


6h«eUngs(iiet  prices  unless  otherwise  spec- 
iAed-^ODtinued. 

4Wnch,4Sby48 

404nch,  44  by  44 

I^inch,  44  by  44 

P^jama  checks: 

36Hnch,  72  by  30 

aSf-inch,  64  by  00 

Three  leaf  twills: 

39-iDch,  64  by  00 

»4nch,64by72 

39-iiich,  68  by  76 

3».inch,68by76.... 

39-inch.  68  by  76.... 

37-inch,  98  by  00 

Pocketing  twills: 

31-inch,  64  by  103 

31-inch,  64  by  70 

31-inch,  68  by  80 

31-lnch,68by80 

Osnaburgs: 

30-inch,  7-ounce,  P.  W 

40-inch,  7-ouiice,  P.  W 

Drills: 

37-inch 

37-Jnch 

37-inch 

37-inch 

37-inch 

37-inch 

35-mch 

34-inch 

30-inch 

30-inch 

30-inch 

30-inch 

30-inch 

304nch 

30-lnch,  76  by  58 

Organdies: 

39-inch,  68  by  55 

40-inch,  76  by  58 

40-inch,  72  by  64 

Pon|(ees: 

34-inch,  72  by  100 

34-incfa,64by7a 

VoOes: 

40-inch,  60  by  56,  extra  hard  twist 

40-inch,  60  by  56,  ordinary  hard  twist. 

40-incfa,  60  by  53,  slack  twist 

Combed  lawns:  « 

40-inch,  84  by  80 

40-hich,72by68 

40-inch,  80  by  80 

40-lncb,  76  by  72 

40-inch,  88  by  80 

40-inch,  96  by  92 

40.inch,96byl00 

a)-lnch,88by80 

3a-inch,76by72 

Carded  lawns: 

SS-lnch,  72  by  60 

40-inch,  72  by  60 

40.inch,80by72 

40-lnch,88by80 

40-inch,  72  by  68 

40-lnch,80by76 

Poplins,  37)-inch>  100  by  44 

Sateens: 

37Wnch,  64  by  72 

37}-lnch,  64  by  80 

37l.inch,  64  by  88 

3Wnch,64byl04 

a^inch,  64  by  112 

39-inch,  72  by  120 

43-lnch,  64  by  104 

43-tnch,  64  by  112 

il-incfa.  72  by  120 

4%-in<A,96by56 

43.1nch,  96  by  132 

42-lnch,  84  by  124 


Linear 

yards 

per 

pound. 


2.50 
5.00 
5.50 

4.70 
5.25 

5.10 
4.80 
4.50 
4.25 
4.00 
4.50 

4.20 
4.00 
4.20 
3.85 


3.95 
3.50 
3.25 
3.00 
2.75 
2.35 
4.20 
4.75 
4.00 
3.25 
5.25 
3.00 
2.85 
»2.50 
2.50 

11.00 
11.00 
13.00 

7.00 
6.40 


10.50 
0.50 
9.00 
9.00 
8.50 
7.60 
7.00 
11.35 
12.50 

10.00 
9.00 
7.70 
6.00 
6.00 
6.00 
90-4.00 

5.25 
4.90 
4.70 
4.20 
4.00 
3.50 
3.85 
W3.65 
3.35 
4.00 
3.35 
3.35 


Prioes  in  cents  per  Unear  yard. 


Second 
hands. 


7* 


9h 


12J 


10i-16i 


Southern 
spot  and 
near  by. 


8 
8i 


9k 


n 


61-7 


<8 
48 
«94 
•6 

46 

«7 
«5-5j 
*7i-7i 

48 

10 
MOi 


Southern 
con- 
tracts. 


8i-^ 


7i 


9 


9i-9 


15i-14f 


12 


8i 


Oi 


»i 


9J 


8>-P 


17 


Eastern  I  E«w*«™ 
*"  ^  con- 


spot. 


tracts. 


7i 

8 

8} 


St 

Hi 


10^11 


11}-12 

124 
10-10{ 
>9 


8}-  9 


10 


M2 
12 

-.SI 


154 


10 

1^ 


llJ-12 
15*-15 

15i-14} 
12 


8i-9 
lOi 


'Terms. 
♦Net. 


>  Terms  asked. 
*  Net  asked. 


f  Depending  upon  count. 
■Asked. 


*  Depending  upon  the  make. 
"Twill. 
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American  Woolen  Co.^  department  1,  division  A^  comparison  of  prices. 

[From  Doily  News-Record,  July  28, 1921.) 


Washington  standard  clays: 

317  11-ounce 

317  12-oimce 

33814-ounce 

2001(><nmce. 

612-5  12-ounce. 

Washington  serges: 

2(»-2 

209H 

809-2  9-onnce 

812-10  12-ouiice 

814-33 

2192 

61dll-ounce 

328912K>unce 

69'>  9  J-oiinoe 

3330 

Washini^ton  cheviot: 

312-32 12-ounoe 

Wool  serges: 

9810-4 

9714-8 

9814-8 

9811-4 

9812-4 

9696 

9709-1 

9809-2 

9168,  l'3^noe.' '.'.'.'.'.'.'.'.'.. 

9187, 13-ounce 

9479, 11-oimoe 

9413, 13-ounoe 

9168, 13-ounoe 

9540, 13-ounce 

9626, 16-ounoe 

9118-010, 18-ounoe 

9629, 13-ounce 

9647, 14-ounce 

9479, 14-ounce 

9640, 16-ounce 

9640 

9627 

Wool  unfinished  worsteds: 

9813-7, 13-ounce 

814-33, 14-ounoe 

9613-1 

Fulton  serges: 

1210 

3190 

3192 

3844,  VeKJuiice .'!!!!!!!!! ! 

4077, 16-ounce 

4571, 9VK>unoe 

6048, 15-ounce 

3781, 13-ounce 

3194 

200 

4078 

681 

464 

364 

660 , 

Ayer  Mill  serges: 

1810-4,  iaK)unce 

1814^44 

690 

693, 13-ounee 

6192.  U-ounce 

French  backs: 

816-69 

91  Ifrn58,"l6^unce .'!!!!! ! 


Spring 
1922. 


S2.50 
2.85 


2. 17  J 


2.42i 
2.05 
2.05 
1.77  J 
1.96 

1.15 


2. 07  J 


2.50 

2.77 

2.52 

1.85 

2.60 

2.55 

3.10 

3.422 

2.45 

2.75 

2.522 

3.10 

3.122 

3.272 

2.35 

'i'io* 


.37} 


2,77i 


2.85 

3.10 

3.35 

2.70 

3.122 

3.222 

2.45 


2.76 
2.40 
2.65 
2.42^ 

3.25 
4.50 


Prices  per  linear  yard. 


Spring 
1921. 


Spring  I  Spring 
1918.    I     1917. 


Spring 
1916. 


Spring 
1915. 


$3.65 
3.47i 
4.02i 
4.624 
2.72} 

1.65 

1.67i 

3.20 

3.87i 

4.10 

3.62} 


3.32) 

4.07} 

4.12} 

3.75 

3.95 

2.57} 

3.07} 

3.20 


12.65 
2.80 
3.12 
3.65 
2.35 

1.55 

1.60 

2.42} 

2.97} 

3.20 

2.90 


4.10 
2.75 


3.27^ 

4.22 

3.771 


2.62} 

3.30 

3.45 

2.97} 

3.15 

2.15 

2.35 

2.42} 


3.20 
2.47} 

3.30 

2.75 

2.92} 

4.05 

3.87} 

2.50 

3.40 

3.52} 

3.57} 

0) 


$1.55 
1.65 
1.80 
2.00 
1.62} 

1.07} 

1.12} 

1.47} 

1.77} 

1.90 

1.67} 


11.30 
1.37} 
1.60 
1.67} 
1.27} 


$1.15 
1.22} 
1.32} 
1.47} 
1.10 


Spring  I  Spring 
1914.    :     1913. 


$1.15 
1.22} 
1.32} 
1.42} 
1.07} 


1.55 

1.92} 

1.92J 

1.72 

1.82 

1.32J 

1. 371 

1.47} 


.95 
1.20 
1.421 
1.52J 
1.321 


1.25 

1.42} 

1.55 

1.42| 

1.47 

1.121 
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Senator  Watson.  Is  the  American  Woolen  Co.  in  the.  habit  of 
pubUshing  prices  this  far  in  advance  ? 

Commissioner  Marvin.  Yes,  sir;  they  publish  regularly  their 
spring,  their  fall,  and  their  winter  prices,  I  think — possibly  four 
tunes  a  year — spring,  summer,  fall,  and  winter. 

Senator  Watson.  Do  you  know  whether  or  not  they  adhere  to 
these  prices  ? 

Commissioner  Marvin.  Unless  there  is  some  change  in  business 
conditions  that  compels,  a  price  change,  these  prices liold. 

Senator  Gerrt.  It  is  not  true  of  other  conunodities,  is  it? 

Commissioner  Marvin.  It  is,  I  think,  quite  true  of  cotton  goods. 

On  the  reverse  side  of  that  newspaper  clipping  is  a  table  of  cotton 
yams  and  cotton  sheetings,  giving  the  size  and  width,  etc.,  and  the 
prices. 

Senator  Gerry.  That  only  applies  to  certain  commodities  ? 

Commissioner  Marvin.  It  applies  to  quite  a  large  variety  of 
commodities. 

Senator  Gerry.  And  quite  a  large  variety  of  commodities  it 
does  not  apply  to;  is  that  not  true? 

Commissioner  Marvin.  Well,  there  are  commodities  that  are 
made  in  comparatively  small  quantities  and  by  small  concerns, 
perhaps,  to  which  it  would  not  apply. 

Senator  Watson.  Take  the  steel  industry:  Is  there  a  publication 
of  prices  by  the  steel  people? 

Commissioner  Marvin.  I  am  not  informed  about  it,  but  I  think 
it  is  true;  I  think  the  prices  are  published. 

Senator  La  FoLLETTE.  I  suppose  this  might  be  called  "open- 
price  nxmg? 

Senator  y^ATSON.  Yes. 

Commissioner  Marvin.  If  every  one  made  those  same  prices, 
there  mi^ht  be  something  in  that.  But  I  think  a  good  many  con- 
cerns wili  find  it  difficult  to  meet  those  prices. 

Senator  Watson.  When  the  American  Woolen  Co.  opens  their 
line  of  ^oods,  nearly  every  other  woolen  company  does  the  same 
thing,  eight  months  ahead  of  being  made,  and  there  is  not  a  buver 
in  the  United  States  one  week  after  the  prices  are  published  but  what 
knows  just  exactly  what  the  price  is. 

Commissioner  Marvin.  The  real  nub  of  this  question  seems  to  be 
in  the  possibility  of  ascertaining  the  prices  of  comparable  American 
goods. 

Senator  Smoot.  I  notice  in  this  list  here  it  not  only  gives  the  open- 
ing price  in  the  spring  of  1922  on  clay  worsteds,  but  it  gives  prices 
all  tne  way  from  1908  up  to  1922  on  the  same  piece  of  goods  ? 

Commissioner  Marvin.  Yes.  It  shows  a  decline  in  the  1922 
prices  from  the  1920  and  the  1921  prices,  for  instance. 

Senator  Smoot.  Take  14-ounce  clav  worsted  in  the  spring  of  1921, 
S4.02^  a  yard;  this  year  they  opened  at  $2.50:  that  is,  the  spring  of 
1921  was  $4.02i,  and  for  the  spring  of  1922  tne  samples  made,  not 
the  goods,  $2.50. 

Senator  McGumrer.  And  how  far  back  does  that  go,  giving  the 
prices? 
Senator  Smoot.  It  goes  back  to  1908. 
Senator  McCumber.  What  was  the  price  in  1908  ? 
Senator  Smoot.  $1.42^. 
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Commissioner  Mabvik.  Mr.  Chairman,  I  was  saying  that  it  appears 
to  me  that  the  nub  of  this  proposition  is  the  abifity  to  ascertain 
American  prices,  the  facility  with  which  comparable  articles  of 
American  manufacture  can  be  ascertained;  so  far  as  prices  are  con- 
cerned. 

I  have  here  a  volume  published  by  the  War  Industries  Board  which 
contains  for,  I  think,  50  commodities  the  range  of  prices  not  onlj 
for  the  United  States  but  for  many  other  countries.  The  volume  is 
called  "International  Price  Comparisons."  In  other  words,  the  War 
Industries  Board  was  able  to  ascertain  prices  in  the  United  States  of 
50  chosen  commodities  without  serious  difficulty. 

Senator  MoCumbee.  Have  you  a  table  from  that  volume  which 
you  wish  inserted  ? 

Commissioner  Marvin.  No,  sir;  I  only  make  use  of  the  volume  as 
an  illustration  of  the  fact  that  American  prices  can  be  ascertained  if 
the  bureau  or  body  upon  which  that  duty  devolves  sets  itself  about 
the  task. 

You  are  all  familiar  with  the  United  States  Department  of  Labor. 
Here  is  a  volume  giving  wholesale  prices  in  the  United  States  of  a 
large  variety  of  commodities  from  1890  to  1919.  As  I  understand 
it,  the  Bureau  of  Labor  Statistics  of  the  Department  of  Labor  keeps 
these  prices  up  to  date,  and  probably  prices  within  a  month  can  be 
ascertained  by  communicating  with  them,  and  in  some  instances  the 
price  is*  right  up  to  date. 

In  the  census  of  dyes  and  coal-tar  chemicals,  pubUshed  by  the 
Tariff  Commission,  is  given  the  prices  of  American  crudes,  interme- 
diates, and  dyes.  In  some  of  our  other  publications  the  prices  of 
cotton  yam  and  cotton  cloth  have  been  given,  and  I  submit,  gentle- 
men, if  bureaus  of  this  character  can  ascertain  American  prices,  that 
the  Government  is  not  laying  upon  the  Customs  Service,  the  Board 
of  Appraisers,  or  the  board  of  examiners  any  undue  burden  if  we  ask 
them  to  endeavor  to  ascertain  the  value  of  American  articles  com- 
parable to  those  imported. 

Everything  that  enters  into  trade  and  commerce  has  a  value  or  it 
could  mid  no  place  in  trade  or  commerce.  We  enter  a  store.  Our 
purchase  of  an  article  in  that  store  depends  upon  our  idea  of  the  value 
placed  upon  it.  It  has  been  suggested  that  American  manufac- 
turers might  raise  their  prices  to  an  exorbitant  degree  in  order  that 
the  duty  upon  the  imported  article  might  be  higher.  There  are 
several  things  that  would  interfere  with  a  process  of  that  kind,  and 
one  of  them  is  the  fact  the  American  people  would  refuse  to  pay  the 

E rices,  if  they  got  beyond  a  reasonable  liinit.  There  would  be,  as  we 
ave  witnessea  recently,  a  buyer's  strike. 

Another  thing  that  would  prevent  an  inordinate  increase  of  prices 
would  be  the  competition  of  American  producers.  They  would  see 
their  opportunity  to  get  the  business,  and  they  would  get  it. 

Another  reason  why  a  process  of  that  kind  could  not  be  carried  on 
is  the  fact  of  foreign  competition.  If  you  take  a  foreign  article  that 
is  valued  at  75  cents,  an  American  article  that  is  valued  at  $1,  the 
duty  on  the  American  value  being  25  per  cent,  that  foreign  article 
valued  at  75  cents,  on  payment  of  25  per  cent  duty  on  the  American 
valuation,  would  land  in  this  country  at  $1. 

But,  say,  to  compel  the  foreigner  to  p^  higher  duties  the  American 
should  raise  his  pnce  from  $1  to  $2.    The  duty  remains  the  same, 
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25  per  cent.  Twenty-five  per  cent  of  the  American  inflated  price  of 
S2  would  be  50  cente.  You  buy  tbe  article  abroad  at  75  cents  just 
the  same;  you  pay  instead  of  25  per  cent  duty  on  the  $1  value,  the 
same  rate  on  the  mflated  value,  and  the  foreign  article  lands  here  at 
$1.25,  underselling  the  American  inflated  article  by  75  cents,  making 
it  impassible  for  any  such  procedure  to  prove  successful. 

Personally,  I  have  given  some  study  to  this  proposed  change,  and 
if  I  may  speak  merely  personally  in  regard  to  it,  1  should  hke  to  be 
recorded  as  strongly  m  favor  of  the  American  valuation  system.  I 
think  that  the  condition  of  world  business  makes  it  absolutely  neces- 
sary that  this  change  should  be  incorporated  in  the  law,  not  merely  for 
protective  purposes  but  also  for  revenue  purposes;  and  that  this 
proposed  change  is  just  as  desirable  in  a  revenue  tariff  as  it  is  in  a 
protective  tarm,  for  the  object  of  a  revenue  tariff  is  to  obtain  by 
customs  duties  the  entire  amoimt  of  revenue  which  those  duties, 
based  upon  the  propw  valuation,  will  produce. 

I  was  talking  sometime  ago  with  a  gentleman  from  New  Hamp-; 
shire  in  r^ard  to  this  suggestion,  and  he  said  that  he  had  recently  an 
expmence  that  illustrate  the  value  of  the  change.  He  had  re- 
o^ved  from  a  manufacturer,  a  maker  of  wom^i's  suits,  a  price  on 
Irish  tweeds.  That  was  to  be  £10.  He  ordered  one  of  those  suits, 
received  the  bill  for  £10,  and  inclosed  with  it  was  a  duplicate  marked 
"For  customs  purposes  only,"  in  which  the  bill  was  made  out  for  £8. 

If  in  a  small  transaction  like  that  an  inducement  to  imdervalue  the 
import  is  yielded  to,  it  is  not  difficult  to  realize  how  much  imder- 
vaiuation  there  is  when  the  invoice  may  involve  thousands  of  dollars. 
I  have  seen  many  letters  from  foreign  manufacturers  saying  ^'Our 
price  will  be  so  and  so,  but  for  customs  purposes  we  will  send  to  you 
a  duplicate  invoice  giving  the  forei^  price  at  a  much  reduced  figure." 

There   is    un(]uestionably    considerable    imdervaluation.    Duties 
based  upon  foreign  values,  with  our  opportunity  for  actually  arriving     ^ 
at  the  real  foreign  value  being  so  meager,  will  never  produce  the  full 
amoimt  of  duty  that  the  rates  are  supposed  to  produce. 

By  a  change  to  American  valuation  there  will  be  eliminated  this 
undervaluation,  and  even  under  a  revenue  law,  as  well  as  under  a 
protective  law,  the  rates  will  produce  the  full  amount  of  revenue  ^ 
mtended. 

But  80  many  of  the  reasons  for  American  valuation  have  already 
been  put  in  the  record  that  I  will  not  add  to  them,  and  will  close  my 
testimony  unless  there  are  some  questions  to  be  asked. 

Senator  McCumbeb.  Are  there  any  questions  that  any  Senator 
desires  to  ask  ? 

(No  response.) 

The  committee  is  very  much  obliged  to  you,  Mr.  Marvin. 

The  next  on  our  list  is  Mr.  George  C.  Davis,  special  agent  from  New 
York. 

STATEMENT  OF  GEOBGE  C.  DAVIS,  SPECIAL  AGENT  IN  CHABQE, 

POET  OF  NEW  YOKE. 

Senator  Watson.  How  long  have  you  been  a  customs  official,  Mr. 
Davis? 
Mr.  Davis.  I  came  into  the  service  as  a  boy  in  1890. 
Senator  Watson.  And  have  been  with  it  continuously  since  ? 
Mr.  Davis.  Continuously. 
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Senator  Watson.  And  what  do  you  do  there  ? 

Mr.  Davis.  I  started  as  an  opener  and  packer,  became  a  clerk, 
examiner,  chief  examiner,  acting  appraiser,  special  agent.  I  am 
special  agent  now  in  charge  of  tne  special  agency  district  of  New 
York,  including  Comparative  Value  Report  Bureau. 

Before  touching  on  the  matters  that  I  would  like  to  speak  of  in 
connection  with  me  proposed  valuation  plan,  I  want  to  refer  to  Mr. 
Marvin^s  reference  to  the  number  of  ad  valorem  rates:  He  counts  a 
comparatively  few  number  of  ad  valorem  rates  through  the  bill. 
I  have  not  compared  the  number  of  ad  valorem  rates  in  this  Dili  with  the 
Payne-Aldrich  bill,  but  I  do  not  think  there  are  many  more  articles 
on  the  free  list  in  this  bill  than  there  were  in  that  bill,  nor  a  great 
many  more  specific  rates.  The  comparatively  few  number  of  ad  va- 
lorem rates,  referred  to  by  Mr.  Marvin,  however,  manages  to  keep  80 
examiners  going  all  the  time  in  New  York. 

He  refers  to  some  of  the  schedules  and  gives  a  small  number  of 
ad  valorem  rates.  One  ad  valorem  rate-  may  cover  thousands  of 
different  articles;  for  instance,  the  ad  valorem  rate  on  lace.  On 
Calais  laces  alone,  the  examiner  in  New  York  is  keeping  track  of  the 
market  value  of  500,000  numbers.  One  rate  on  chinaware  would 
cover  hundreds  of  decorations,  hundreds  of  shapes  and  sizes  of  china 
articles. 

The  catch-all  rates  on  manufactures  of  metal  will  cover  thousands 
of  manufactured  articles :  and  also  the  catch-all  rate  oh  manufactures 
of  wood.  I  do  not  think  that  merely  counting'  the  number  of  rates 
is  any  fair  test  as  to  the  difficulties  that  might  be  encountered  in 
arrivmg  at  the  American  valuation  of  the  articles  dutiable  at  ad 
valorem  rates. 

Senator  Smoot.  That  same  thing  has  happened  in  every  tariff 
bill,  however.  There  is  no  change  whatever  m  the  American  valua- 
tion from  that  of  the  foreigjn  as  to  the  division  of  laces  or  any  other 
items  that  may  be  in  the  bill. 

Mr.  Davis.  "But  24  rates  in  one  schedule  does  not  mean  that  there 
is  very  little  work  connected  with  it. 

Senator  Smoot.  Of  course,  the  work  will  be  the  same  as  it  has 
been  in  the  past. 

Mr.  Davis.  The  phases  of  this  valuation  plan  that  I  wish  to  touch 
upon,  are,  fii^t,  the  difficulties  of  administration  and,  second,  the 
great  difficulties  in  adiusting  the  rates  to  meet  the  new  plan. 

The  value  paragraph,  section  402,  Title  IV,  appears  to  provide  for 
two  methods  of  appraisement — the  first  part  oi  the  pare^aph,  the 
value  of  the  domestic  article  applied  to  the  importea  article,  when 
comparable  and  competitive;  tne  last  part  of  tne  paragraph,  when 
no  domestic  value  can  be  ascertainea  to  the  satisfaction  of  the 
appraising  officer,  the  value  of  the  imported  merchandise  for  sale — 
gomg  on  to  explain  in  many  ways  how  to  reach  such  a  value. 

In  regard  to  the  first  method,  I  think  it  presents  very  serious  ad- 
ministrative difficulties  and  requires  a  careful  study  of  rates  to  adjust 
them  to  the  higher  valuation  basis.  The  application  of  this  method 
would  require  an  immediate  and  exhaustive  search  throughout  the 
markets  of  the  United  States  for  comparable  and  competitive  domes- 
tic articles  before  the  second  method  could  be  legally  resorted  to  at  all. 
And  before  we  could  determine  what  '* comparable"  and  ''competi- 
tive" meant,  we  would  have  to  probably  get  judicial  decisions, 
which  would  take  a  long  time. 
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Let  US  face  the  situation  just  as  it  is.  The  law  goes  into  effect  on 
a  certain  day;  the  examiners  or  the  appraising  officers  will  be  totally 
unprepared  to  meet  this  situation.  I  believe  one  gentleman  stated 
that  tine  appraisers  in  New  York  were  now  studying  the  proposition 
and  drawing  up  regulations  to  put  it  into  effect.  I  do  not  thmk  this 
is  true,  because  they  are  too  busy  doing  their  daily*  work,  and  from 
talks  with  the  various  examiners  I  do.  not  think  they  have  gone 
into  it  at  all. 

The  first  day  the  law  is  passed,  they  will  be  faced  with  finding  the 
value  of  the  domestic  merchandise  in  the  United  States;  as  Mr.  Mc- 
Nabb  stated,  the  law  provides  that  the  importer  can  come  down  to 
the  appraisers'  stores  with  his  invoice  and  samples  of  his  merchan- 
dise. 

Well,  all  of  the  importers  of  New  York  City  that  have  invoices  for 
merchandise  dutiable  at  ad  valorem  rates  will  swarm  down  on  the 
customhouse  the  first  day;  the  samples  will  be  given  to  the  examiners; 
they  will  want  to  know  what  values  the  appraiser  is  going  to  put  on 
those  articles.  The  appraisers  could  not  tell  them  to  save  their  lives. 
The  best  they  could  do  woidd  be  to  keep  those  samples  and  tell  the 
importers  to  come  back  later,  and  it  would  probably  De  an  interim  of 
several  weeks  or  a  month  belore  they  could  possible  reach  or  find  the 
comparable  domestic  merchandise  m  the  United  States,  make  the 
comparisons,  and  get  the  values.  Further,  the  importers  could  not 
fiunish  samples  to  any  appreciable  extent. 

Senator  Smoot.  You  do  not  mean  to  say  the  examiners  will  not  do 
one  thing  until  the  morning  after  this  bill  passes  in  establishing 
American  valuation  ? 

Mr.  Davis.  On  the  day  before,  Senator,  they  will  be  engaged  every 
hoiur  of  the  day  endeavoring  to  clean  up  the  day's  busmess  of  the 
previous  act. 

Senator  Smoot.  There  will  be,  certainly,  a  collection  of  samples, 
and  there  will  be,  certainly,  a  collection  oi  information. 

Mr.  Davis.  I  doubt  it.  If  the  Treasury  Department  would  com- 
mand them  now  to  do  it,  they  might  do  it.     But  they  are  not  doing  it. 

Senator  Smoot.  We  will  have  some  information  from  the  Treasury 
before  ever  this  bill  is  passed  showing  the  difference  between  the  im- 
position of  these  duties  under  the  American  valuation  and  the  foreign 
valuation,  or  this  bill  will  not  be  passed. 

Mr.  Davis.  That  may  be  true. 

Senator  Smoot.  Then  we  will  have  that  much  information,  anyhow. 

Senator  Watson.  Is  there  any  way  they  can  be  directed  to  make 
preparations  ? 

Mr.  Davis.  We  have  had,  during  the  past  three  or  four  weeks, 
examiners  find  for  us  as  many  .Ajnerican  domestic  articles  com- 
pared for  valuation  purposes  with  the  imported  articles  as  they  were 
able.  We  have  only  succeeded  in  getting  in  that  time  from  them 
about  50  illustrations.     I  have  them  all  tabulated  here. 

Senator  McCumber.  Mr.  Davis,  is  it  impossible  for  the  Treasury 
Department  to  just  take  the  list  of  articles  that  are  in  this  tariff  bill 
ana  begin  now,  through  their  collectors  and  officials,  to  ascertain  the 
present  price,  or  what  those  things  are  selhng  for  in  the  United  States 
to-day  i 

Mr.  Davis.  That  would  involve  thousands  and  thousands  of  articles 
Senator. 
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Senator  McCumber.  It  would  take  time. 

Senator  Gerry.  And  it  would  take  a  great  deal  of  extra  help. 

Mr.  Davis.  It  would  take  a  great  deal  of  extra  help.  The  examiners 
could  not  do  this  while  they  are  doing  their  daily  work. 

Senator  Gerrj.  Is  not  the  time  of  the  examiners  occupied  now  ? 

Mr.  Davis.  The  time  of  the  examiners  is  fully  occupied  now, 
Senator. 

Senator  Gerry.  And  this  additional  work  would  require  extra  time 
or  other  examiners  ? 

Mr.  Davis.  It  certainly  would. 

Senator  Smoot.  I  was  told  by  the  Treasury  Department  that  they 
had  80  men  collecting  this  very  information  to  submit  here  to  this 
conunittee  that  I  have  referred  to. 

Mr.  Davis.  I  have  the  information  right  here  on  one  phase  of  the 
subject.  There  is  another  phase  of  the  subject.  They  are  taking  the 
new  specific  rates  in  the  bill  where  the  former  rates  were  ad  valorem 
and  tney  are  making  a  comparison.  This,  will  take  them  several 
weeks.    They  have  not  that  information  yet. 

But  let  us  suppose  that  the  examiners  can,  within  a  few  days,  get 
the  values  of  these  samples,  these  thousands  of  samples.  They  will 
have  to  retain  these  samples  and  take  a  record  of  values  which  will 
mean  making  invoices  of  the  ad  valorem  importations  that  came  into 
New  York  for  that  day.  When  the  merchandise  arrives  and  comes 
before  them  for  examination,  they  will  have  to  take  all  of  these 
thousands  of  samples  and  check  them  against  the  ^oods  in  the  cases 
to  see  if  the  goods  really  have  arrived,  and  check  tnem  against  all  of 
those  recorded  American  prices  if  they  are  successful  in  finding  them. 

Take  the  other  ports.  They  will  be  absolutely  at  sea.  They  can 
not  take  the  American  selling  price  of  the  importers  in  their  town, 
because  the  American  selling  price  of  the  imported  article,  if  they 

J'ump  to  the  second  method  of  appraisement,  will  probably  be  taken 
rom  the  selling  prices  of  the  foreign  agents  in  New  York,  which  will 
mean  that  the  New  York  examiners,  in  addition  to  all  the  work  that 
they  have  already,  will  have  to  tell  appraising  oflScers  all  over  the 
country  what  values  to  use,  involving  again  thousands  of  samples. 

Senator  Smoot.  Providing  they  all  come  in  on  that  particular  day. 

Mr.  Davis.  The  merchandise  will  come  in. 

Senator  Smoot.  That  is  not  every  kind  of  article. 

Mr.  Davis.  In  one  day  in  New  York  you  will  get  articles  from 
practically  almost  every  large  line  of  merchandise. 

Senator  Smoot.  Your  position  is  that  this  never  can  be  changed  ? 

Mr.  Davis.  No;  that  is  not  my  position;  but  if  it  is  going  to  take 
two  or  three  weeks  or  a  month  to  get  this  information,  you  will  have 
the  merchandise  tied  up  tighter  than  a  drum. 

Senator  Smoot.  You  will  have  three  months  before  ever  this  bill  ia 
in  operation  from  to-day. 

Senator  Gerry.  Do  you  think  you  can  get  this  information  in  three 
months  ? 

Mr.  Davis.  For  practical  purposes  of  appraisement  I  do  not  think 
we  can. 

Senator  Watson.  Even  with  a  greater  force  ?  Suppose  you  could 
select  the  men  vou  wanted  and  the  number  of  men  you  wanted ;  could 
you  not  then  ao  it  ? 
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Mr.  Davis.  We  could  undoubtedly  gather  a  great  deal  of  very 
valuable  information. 

Senator  Watson.  Then  it  is  not  because  of  the  insuperable  diflB- 
culty  per  se,  but  because  of  the  lack  of  the  force  to  do  it  and  the  time 
in  which  to  do  it  ? 

Mr.  Davis.  That  is  true;  but  the  other  great  difficulty  would  be 
establishingthis  comparability. 

Senator  Watson.  That  you  never  can  do  until  the  goods  begin  to 
come  in.  Of  course,  you  can  not  make  the  comparison  off-hand,  but 
you  can  be  prepared  to  do  that. 

Senator  La  Follette.  That  will  necessarily  be  a  pretty  slow 
process,  will  it  not  ? 

Mr.  Davis.  It  will  be  a  pretty  slow  process. 

Senator  Watson.  It  is  bound  to  be  for  a  while. 

Mr.  Davis.  Mr.  Marvin  referred  to  some  price  list.  The  chances 
are  that  it  took  some  time  to  gather  that  information,  perhaps  months. 

Senator  Smoot.  If  you  have  reference  to  the  wool  price  list  that 
he  put  in  the  record,  everybody  had  that  after  the  American  Woolen 
Co.  opened  their  samples. 

Mr.  Davis.  Very  litely  price  lists  of  that  kind  are  published,  but  I 
do  not  think  a  ser^e  weighing  4  ounces  is  necessarily  going  to  be  com- 
parable to  an  En^ish  serge  weighing  4  ounces. 

Senator  Smoot.  It  would  if  it  was  a  clay  serge. 

Mr.  Davis.  They  have  got  to  determine  all  tnat. 

Senator  Smoot.  That  is  in  the  list.  They  have  got  to  determine 
exactlv  what  kind  of  worsted  it  is. 

Mr.  Davis.  They  have  got  to  determine  the  kind  of  wool  that  is 
in  it. 

Senator  Smoot.  That  is  determined  by  the  name  of  the  worsted. 

Seifator  La  Follette.  And  they  have  got  to  determine  it  by  a 
comparison,  piece  by  piece  ? 

Mr.  Davis.  They  nave  got  to  determine  it  by  a  comparison,  piece 
by  piece,  with  imported  woolens  to  see  if  the  finish  is  the  same. 

Senator  Smoot.  I  hope  you  will  not  have  any  more  trouble  with 
other  goods  than  you  have  with  worsted  or  woolen  goods,  because 
there  is  no  doubt  tnat  that  can  be  done. 

Mr.  Davis.  I  think  the  trouble  in  the  woolen  line  would  be  less 
than  it  would  be  on  a  great  many  other  lines.  ^ 

Senator  Gerrt.  That  requires  a  trained  examiner,  does  it  not  ? 

Mr.  Davis.  Yes,  sir. 

Senator.  Gerry.  And  then  if  you  try  to  expedite  matters  by  in- 
creasing your  force  you  would  have  to  put  a  lot  of  green-men  on? 

Mr.  Davis.  "And  they  would  be  worthless. 

Senator  Gerry.  So  you  really  would  not  be  able  to  save  a  great 
deal  of  time  even  by  increasing  your  force  ? 

Mr.  Davis.  Probably  not,  but  we  could  save  a  certain  amount. 
Among  our  clerks  we  could  find  men  suflSciently  trained  to  be  of  a 
great  deal  of  assistance  to  us. 

Senator  Gerry.  But  it  would  be  a  long  process  ? 

Mr.  Davis.  It  would  be  a  long  process,  in  my  opinion. 

Senator  Gerry.  Which  would  mean  a  block? 

Mr.  Davis.  I  think  it  would. 

The  next  question  that  arises  is  that  appraisement  is  to-day.  and 
always  has  been,  based  upon  a  10   per  cent  examination  of  the 
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The  Chairman.  I  liave  nothing  more  to  ask. 

Mr.  Davis.  There  is  another  serious  question  of  administration 

Senator  Smoot.  Senator  Penrose,  we  will  be  operating  imder  a 
system  in  which  we  can  not  put  a  penalty  hi^h  enough  to  take  care 
of  the  difference  in  the  exchange  value  of  foreign  moneys. 

The  Chairman.  Why? 

Senator  Smoot.  Because  you  can  not  do  it.  Three  hundred  per 
cent  will  not  make  the  difference  between  the  gold  value  to-day  of  a 
mark  and  the  purchasing  value  of  a  mark  in  labor  and  goods  in 
Germany. 

Senator  Watson.  If  you  did,  the  American  people  would  mis- 
understand it  and  not  stand  for  it  at  all. 

Senator  La  Follette.  If  you  did,  they  would  understand  it. 

The  Chairman.  We  do  not  want  to  give  them  something  they  will 
not  understand. 

Senator  Smoot.  You  would  give  Austria  and  Poland  and  Germany 
and  that  class  of  countries  an  advantage  so  that  they  would  shut  out 
England  and  France  and  Belgium  ana  Italy,  They  would  have  no 
chance  at  all  to  import  goods  here,  as  long  as  Germany  and  Austria 
and  Poland  could  make  the  goods. 

Senator  La  Follette.  You  would  give  those  countries  that  have 
been  destroyed  an  opportunity  to  rehabilitate  themselves  and  buy 
some  of  our  products. 

Senator  Smoot.  Germany  is  in  better  condition  than  any  country 
in  the  world  to-day. 

Senator  La  Follette.  She  is  in  a  very  fortunate  position  in  one 
respect,  she  is  not  maintaining  a  standing  army  or  building  a  navy, 
thereby  placing  an  extra  load  upon  her  taxpayers. 

The  Chairman.  I  simply  wanted  to  ask  tne  witness  what  he  could 
do  under  the  present  system. 

Mr,  Davis.  I  think  the  present  system  can  be  greatly  improved, 
but  I  do  not  think  that  this  is  a  practical  improvement. 

Senator  Dillingham.  Do  you  base  your  objection  to  the  proposi- 
tion in  this  bill  upon  the  amount  of  work  that  it  would  make  the 
appraisers,  or  the  diflSculty  ? 

Mr.  Davis.  The  difficulty,  first,  Senator.  I  do  not  say  that  it  can 
not  be  done,  but  I  do  know  the  CTcat  difficulty  which  will  face  us  in  the 
beginning.  I  do  know  a  week  s  delay  or  a  two  week's  delay  will  tie 
up  the  import  commerce  of  the  United  States  to  a  serious  extent. 

Senator  Smoot.  There  will  be  a  great  deal  of  work  in  order  to  put 
it  into  operation.  Anybody  that  Imows  anything  about  the  customs 
service  knows  that;  but  I  take  it  for  granted  that  if  it  is  decided  by 
this  committee  there  will  not  be  a  day  lost  in  the  Treasury  Departr 
ment  in  getting  this  information,  so  that  by  the  time  the  bill  is  in 
operation  the  greater  part  of  that  information  necessary  can  be  col- 
lected. It  certainly  can  be  collected  upon  the  ordinary  lines  of  goods 
that  come  into  this  country,  the  value  of  which  everybodjr  knows,  not 
only  in  this  country,  but  foreign  countries,  and  which  perhaps 
amount  to  75  per  cent  of  all  the  importations.  I  recognize  the  fact 
that  when  novelties  come  in  and  articles  that  would  be  hard  to  find  a 
comparison  for  with  goods  made  in  this  country,  it  would  take  some 
time,  and  perhaps  give  the  importer  some  little  trouble  to  get  his 
goods  through  the  customs  service  in  a  proper  way. 

Senator  McCumber.  Mr.  Davis,  if  you,  under  tne  present  system, 
should  receive  20  boxes  of  serge  goods,  described  with  the  number  ot 
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ounces  per  yard  of  each  kind,  and  you  should  open  two  boxes  and 
should  find  them  correct,  would  you  accept  the  other  18  as  being 
correct? 

Mr.  Davis.  Yes,  Senator. 

Senator  McCumbsr.  And  that  is  your  system,  examining  10  per 
cent? 

Mr.  Davis.  Yes,  sir. 

Senator  McCumbbr.  Then  if  you  found  them  correct  and  relied 
upon  them  as  to  the  price,  would  not  you  also  rely  upon  the  contents 
01  the  invoice  of  the  other  18  boxes  as  to  the  character;  and  if  you 
could  rely  upon  the  character  by  an  examination  of  10  per  cent,  why 
would  it  be  difficult,  then,  to  apply  the  American  price  simply  to 
those  things  as  described  i 

Mr.  Davis.  If  that  was  one  line  of  merchandise.  Senator,  say  10 
cases  of  wool  goods,  wool  cloth  of  various  (][ualities,  undoubtedly  the 
description  upon  the  invoice  could  be  rehed  upon  for  the  other  8 
cases;  and  if  me  American  prices  were  known  for  those  various  cloths, 
those  prices  could  be  set  down  upon  the  invoices.  For  instance,  we 
have  mvoices  coming  in,  combmation  invoices,  and  there  will  be 
ahnost  everjrthing  under  the  sun  in  the  cases — all  kinds  of  mer- 
chandise, china  in  one  case,  woodenware,  perhaps,  in  another,  tovs 
in  another,  cutlery  in  another  for  the  large  department  stores.  Tne 
examiners  do  check  the  values  of  the  cases  that  do  not  come  in  with 
their  records  of  foreign  value.  They  do  do  that,  and  in  many, 
many  instances,  where  they  are  in  aoubt,  they  order  in  cases  for 
examination.  I  am  speaking  of  the  more  or  less  miscellaneous  ship- 
ments. On  straight  Imes  of  merchandise  you  can  depend,  as  a  rule, 
upon  the  invoice  description  for  the  balance  that  does  not  come  in. 

Senator  MoCumbeb.  If  you  have  the  correct  description  even  of 
the  miscellaneous  goods  in  the  other  18  cases  and  you  could  rely  upon 
that  by  a  description  of  two  cases,  it  would  seem  to  me  that  you  could 
apply  the  American  valuation  with  no  more  trouble  now  than  you 
ascertain  whether  the  foreign  vjiluation  is  correct. 

Mr.  Davis.  That  question  would  be  litigated,  because  the  courts 
have  now  hdd  that  you  can  not  appraise  merchandise  that  you  do 
not  see. 

Senator  Smoot.  But  you  are  doing  it. 

Mr,  Davis.  No;  if  we  do  not  disturb  the  values  of  the  items  not 
viewed  there  is  no  contest.  If  we  do,  however,  we  must  order  in  the 
goods  and  view  them. 

Senator  McCumbeb.  You  simply  approve  the  invoice  character  of 
the  goods 

WS.  Davis.  Under  this  plan  we  must  set  down  entirely  new  values. 
At  the  beginning  of  the  law  and  for  some  time  to  come  probably 
every  one  of  those  values  would  be  litigated.  They  would  be  at- 
tacked by  the  importers,  or,  on  the  other  hand,  perhaps  by  the 
American  manufacturers  under  the  other  feature  of  tne  bill,  oo  the 
appraisers,  to  protect  themselves,  would  have  to  have  samples  of  the 
merchandise. 

There  is  another  feature  that  is  worthy  of  attention.  We  have 
to-day  over  one  hundred  and  thirty  millions  of  dollars'  worth  of 
merchandise  coming  in  through  the  mails,  parcel  post. 

Senator  Dillinqham.  Annually,  you  mean  ? 

Mr.  Davis.  Yes,  sir. 
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The  Chaibman.  Through  the  mails  ? 

Mr.  Davis.  Yes,  sh*,  by  parcel  post — over  a  hundred  and  thirty 
million  dollars'  worth  of  merchandise.  It  is  becoming  a  very  serious 
question.  Most  of  this  merchandise  is  examined  in  the  post  offices. 
The  examiners  that  examine  these  parcel-post  shipments  have  to 
depend  in  a  great  measure  upon  the  declarations  of  the  values  that 
accompany  the  merchandise,  and  experience  has  shown  us  that  those 
declarations  as  a  rule  represent  foreign  market  value  or  more,  and 
wherever  the  examiners  suspect  that  the  value  is  too  low — and  thev 
have  a  splendid  sense  of  values — they  get  the  importer  of  the  parcel- 
post  package  and  get  his  private  invoice  to  see  what  he  has  paid  for 
the  merchandise.  The  private  invoice  would  be  worthless  to  the 
appraiser  under  this  system.  The  declaration  would  be  worthless 
to  nim. 

Senator  Smoot.  How  does  he  arrive  at  the  foreign  value  ?  Is  it 
not  by  finding  out  the  value  of  the  goods  that  the  .^nerican  store  is 
selling  ? 

Mr.  Davis.  No,  sir. 

Senator  Smoot.  How  does  he  get  it  ? 

Mr.  Davis.  He  has  a  system  of  records.  He  is  constantly  in 
touch  with  the  particular  expert  in  the  appraiser  stores  that  examine 
the  particular  Ime  that  comes  in  regularly.  He  has  his  records  of  the 
foreign  value,  but  that  does  not  cover  all  the  merchandise.     For  a 

Sreat  percentage  of  it  he  trusts  to  his  sense  and  the  truth  of  the 
eclaration. 

That  is  a  serious  situation. 

Senator  Smoot.  Take  fourth-class,  third-class  and  second-class 
postmasters.  .  They  know  very  Uttle  about  the  value  of  goods  in  a 
foreign  country. 

Mr.  Davis.  Thev  do  not  do  the  appraising.  We  have  our  own 
men  to  do  the  work. 

The  Chairman.  You  have  mentioned  an  importation  of  great 
magnitude.  I  suppose  the  average  value  of  these  parcels  is  com- 
paratively small,  IS  it  not  ? 

Mr.  Davis.  As  compared  with  the  freifi^ht  shipments  they  are 
comparatively  smaU.    ^  -e  F  J' 

The  Chairman.  It  must  make  the  expense  of  collecting  the  duty 
very  considerable,  I  should  think. 

Mr.  Davis.  The  expense  for  parcel-post  examinations  is  heavy. 

The  Chairman.  Almost  out  of  proportion  to  anything  the  Grovem- 
m«nt  gets  out  of  it,  I  would  imagme. 

Senator  La  Follette.  You  stated  the  value  at  about  a  hundred 
and  thirty  million  dollars  annually,  did  you  not  ? 

Mr.  Davis.  Yes,  sir. 

The  Chairman.  How  would  those  parcels  run  in  average  value  ? 

Mr.  Davis.  I  do  not  know. 

The  Chairman.  Take  the  average  of  the  whole  abrogation.  Have 
you  any  idea  what  it  would  average — $5  or  $1  or  $10,  or  what? 

Mr.  Davis.  Diamonds  come  in  me  mails. 

Senator  Watson.  How  much  revenue  did  you  get  from  them  last 
year  and  what  did  it  cost  to  collect  it  ? 

Mr.  Davis.  I  have  not  the  figures  on  that. 

The  Chairman.  You  mean  me  shipments  are  of  a  commercial 
character  that  are  sent  through  the  post  ? 

Mr.  Davis.  Yes,  sir. 
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The  CHAlRBfAN.  I  did  not  know  whether  they  were  what  you  might 
call  of  a  social  character,  that  is,  some  article  sent  to  a  friend. 

Mr.  Davis.  No,  sir;  I  am  not  taking  into  account  the  tremendous 
amount  of  ordinary  and  r^stered  mail  that  we  also  get.  All  of 
that  would  have  to  be  appraised  on  the  American  valuation  plan, 
too,  but  they  are  small  shipments  and  comparatively  of  small  value. 

Another  difficulty  would  be  in  passengers'  baggage  all  over  the 
United  States,  amounting  to  many  millions  of  dollars,  with  thousands 
of  small  shipments  coming  over  our  northern  and  southern  borders. 
That  class  of  merchandise  is  not  handled  by  experts.  We  could  not 
have  enough  experts  in  the  country  to  stretch  all  along  our  northern 
and  southern  borders. 

Senator  Smoot.  They  take  their  word  for  the  values  i 

Mr.  Davis.  To  a  certain  extent  thev  do.  Since  we  have  established 
the  C.  V.  R.  Bureau  they  are  checKed  up.  Before  that  there  waa 
absolutely  no  check  on  that  class  of  mercnandise. 

Domestic  comparability  I  think  is  extremely  difficult  to  define,  but 
if  it  were  clearly  defined  I  think  it  is  more  difficult  to  practically 
apply.  To  value  one  article  from  the  price  of  another,  the  articles, 
in  my  opinion,  must  be  identical.  It  they  vary  in  size,  material 
or  structure  the  comparison  ceases  for  value  purposes,  unless 
elements  of  cost  of  production  in  widely  dissimilar  markets  are 
analyzed  so  that  adjustments  in  value  can  oe  inteUigently  made. 

Senator  Smoot.  How  do  you  do  it  with  foreign  importations? 

Mr.  Davis.  We  do  not  have  to  compare  them,  sir. 

Senator  Smoot.  You  have  to  compare  them  in  order  to  arrive  at  a 
value? 

Mr.  Davis.  We  do  not  have  to  compare  them  with  something  else. 
We  have  to  find  out  the  facts,  what  they  sold  for  in  the  open  market. 
Occasionally  we  do  compare  an  imported  article  with  a  similar  im- 
ported article,  imported  by  somebody  else.  It  has  got  to  be  the  same 
thii^.  Appraising  officers  in  general  have  neither  the  time  nor  the 
ability  for  these  comparisons,  and  if  they  did,  probably  each  ap- 
praisement would  be  litigated  every  step  of  the  way. 

Let  me  give  you  one  example. 

In  one  case  the  examiner  had  an  imported  Japanese  doll.  He  tried 
to  find  out  if  there  was  a  doll  made  in  the  Ainerican  market  com- 
parable and  competitive.  He  foimd  one.  If  you  should  lay  the  two 
dolls  side  by  side  it  would  be  difficult  to  tell  one  from  the  other.  They 
were  both  made  of  celluloid.  They  were  both  of  the  same  size.  They 
both  had  the  same  style  of  hair  and  the  same  style  of  features.  The 
American  made  article  sells  for  $32  a  dozen.  The  imported  article 
sells  for  $22  a  dozen.  The  chances  are  that  the  examiner  would 
apply  S32  to  the  $22  article.  A  close  inspection  was  made  of  the 
article,  with  this  result,  that  the  American-made  article  weighed 
nearly  twice  as  much  as  the  foreign  made  article.  In  other  words 
the  celluloid  in  the  foreign  article  was  very,  very  thin,  while  the 
celluloid  in  the  American-made  article  was  much  thicker.  That 
looked  like  an  ideal  comparison.  In  finding  comparable  merchandise 
you  are  going  to  run  into  that  kind  of  thing  all  the  time. 

Senator  Smoot.  You  can  take  a  piece  of  12-ounce  cloth  and  a  piece 
of  14-ounce  cloth  and  lay  them  upon  this  table,  and  I  defy  any  man 
living  to  tell  how  much  difference  there  is  between  the  two  pieces  of 
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doth.    You  could  not  look  at  them  and  see  the  difference:  you  have 
got  to  weigh  them. 

Mr.  Davis.  Nor  can  you  appraise  12-ounce  cloth  as  against  14- 
ounce  cloth  unless  you  take  into  consideration  the  finish  and  weight. 

Senator  Smoot.  It  may  be  finished  in  exactly  the  same  way.  Tliey 
may  have  exactly  the  same  cloth;  they  may  have  the  same  pick,  the 
same  number  of  threads  in  the  warp,  but  there  will  be  that  differ- 
ence in  the  spinning  of  it.  That  is  what  makes  the  difference  as 
between  the  12-ounce  cloth  and  the  14-ounce  cloth.  You  have  got 
to  wei^  it  at  the  time. 

Mr.  Davis.  But  you  could  not  appraise  that  doll  on  the  value  of 
the  imported  article  ? 

Senator  Smoot.  Certainly. 

Mr.  Davis.  Well,  how  could  you  do  it? 

Senator  Smoot.  They  are  not  comparable  in  that  one  is  heavier 
than  the  other,  but 

Mr.  Davis.  You  could  not  use  the  value  of  the  American  article 
and  apply  it  to  the  imported  article. 

Senator  Smoot.  No. 

Mr.  Davis.  Then  your  comparison  ceases. 

Senator  Smoot.  If  the  weights  were  the  same  ? 

Mr.  Davis.  You  would  have  to  go  to  Japan  to  get  the  cost  of  the 
doll. 

Senator  Smoot.  You  could  go  to  the  manufacturer  in  America 
and  ask  what  a  doll  of  that  kind  would  cost,  just  the  same  as  a  cloth 
manufacturer  can  tell  you  what  is  the  difference  between  these 
different  pieces  of  cloth. 

Mr.  Davis.  That  might  be  done,  but  who  has  the  time  to  do  it? 

Senator  Smoot.  I  do  not  know  about  the  doll,  but  I  know  you  can 
get  information  in  a  few  hours  with  reference  to  the  cloth. 

Mr.  Davis,  The  gentleman  who  has  the  doll  may  have  a  thousand 
other  articles  on  the  same  day.  Adjustments  for  differences  will 
take  a  long  time. 

Senator  Smoot.  Of  course,  it  will  take  time.  This  can  not  be 
done  in  15  minutes.     We  all  know  that. 

Mr.  Davis.  I  am  pointing  out  the  administrative  difficulties. 

Senator  Smoot.  Wnat  you  say  is  true.     It  has  to  be  met. 

Mr.  Davis.  I  think  it  is  true. 

The  instances  where  you  are  going  to  find  comparable  articles 
are  going  to  be  few,  except  as  to  some  articles  and  raw  materials. 
As  to  raw  materials  that  take  the  ad  valorem  duty,  if  we  have  such 
a  thing,  or  there  is  such  material  in  the  United  States,  I  think  that 
can  be  readilv  located  and  a  price  readily  set. 

Senator  Watson.  Did  you  appear  before  the  Ways  and  Means 
Committee  of  the  House? 

Mr.  Davis.  Not  on  this  bill. 

Senator  Watson.  You  did  not  appear  to  answer  questions  on 
this  particular  bill  ? 

Mr.  Davis.  No,  sir. 

Senator  Watson.  You  were  not  examined  on  this  question  by 
that  committee  ? 

Mr.  Davis.  No,  sir. 

Appraising  at  full  domestic  valuation  reauires  a  material  reduction 
in  rates,  based  for  many  years  past  on  foreign  market  values,  to 
escape  making  such  rates  prohibitory.    Unless  these  rates  are  care- 
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fully  analyzed,  they  may  become  prohibitory.  It  is  not  seen  how 
this  can  be  fairly  done  unless  Amencan  prices  and  foreign  prices  are 
known  and  compared  and  rates  adjusted  according  to  the  differences 
between  them. 

The  appraiser  at  New  York  has  furnished  data,  consisting  of  some 
fifty  articles  of  importation  as  closely  comparable  to  domestic  articles 
as  he  could  find,  snowing  the  American  selling  prices  of  the  imported 
and  domestic  articles. 

The  first  article  is  cotton  embroidery  from  Switzerland.  The 
imported  article  sells  for  9  cents;  the  American  article  for  8.5 
cents  per  yard.  The  rate  under  the  act  of  1909  was  60  per  cent; 
under  this  act  it  is  60  per  cent,  and  imder  the  new  bill  it  will  be  37.5 
per  cent.  The  amount  of  duty  that  would  have  been  collected  under 
the  Payne-Aldrich  act  on  the  same  valuation  would  have  been  2.5 
cents;  at  the  same  valuation  under  the  1913  act  it  would  have  been 
2.5  cents,  and  under  the  new  bill  carrying  37.5  per  cent,  at  the 
domestic  price  the  duty  would  be  3.1  cents.  Consequently,  the  rate, 
which  has  been  reduced  from  60  per  cent  to  37.5  per  cent,  is  not  a  ' 
reduction  but  an  increase  of  24  per  cent. 

Senator  Smoot.  That  may  be  true. 

Mr.  Davis.  In  going  through  this  list,  I  find  these  irregularities 
and  inequalities  that  come  about  through  an  attempt  to  set  up  rates 
under  this  mathematical  formula  which  has  been  given. 

Senator  Smoot.  Will  you  give  me  those  figures  again  ? 

Mr.  Davis.  Nine  cents  a  yard  was  the  Switzerland  price. 

Senator  Smoot.  The  American  price  was  what  ? 

Mr.  Davis.  Eight  and  five-tenths  cents  per  yard. 

Senator  Smoot.  And  what  is  the  rate  under  this  bill  ? 

Mr.  Davis.  Thirty-seven  and  five-tenths  per  cent.  The  rate  under 
the  old  bill  was  60  per  cent. 

Senator  Smoot.  Then  you  say  that  imder  the  Payne-Aldrich  bill 
it  was  what  ? 

Mr.  Davis.  Sixty  per  cent. 

Senator  Smoot.  Yes;  I  know  that  it  was  60  per  cent,  but  I  mean 
the  amount  of  money  ? 

Mr.  Davis.  Two  and  one-half  cents  a  yard. 

Senator  Smoot.  The  Underwood  bill  was  60  per  cent  ? 

Mr.  Davis.  Sixty  per  cent,  bringing  the  same  amount — 2.5  cents. 

Senator  Smoot.  On  the  Swiss  valuation  of  9  cents,  how  do  you 
make  2.5  cents  ?    It  is  really  5.4  cents.' 

Mr.  Davxs.  Oh,  this  is  the  selling  price  of  the  American  article  in 
the  United  States.    The  60  per  cent  was  taken  on  the  foreign  value. 

Senator  Watson.  Just  explain  what  you  mean. 

Mr.  Davis.  The  amount  of  duty  was  2.5  cents  per  yard.  The  60 
I>er  cent  was  60  per  cent  of  the  foreign  value  of  the  article  at  that 
time. 

Senator  Smoot.  If  it  were  2.5  per  cent  on  that,  it  would  be  less 
than  4  cents  a  yard. 

Mr.  Davis.  You  take  the 

Senator  Smoot.  On  the  foreign  value.  That  would  be  2.40;  60 
per  cent  of  4  cents  is  2.40. 

Mr.  Davis.  Yes. 

Senator  Smoot.  So  it  would  be  4  cents  a  yard. 

Mr.  Davis.  A  Uttle  over. 
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Senator  Smoot.  Did  that  sell  for  9  cents  ? 

Mr.  Davis.  Nine  cents. 

Senator  Smoot.  There  is  no  profit. 

Mr.  Davis.  Dutv,  freight,  insurance,  importers'  overhead,  and  a 
fair  profit  practically  doubles  the  foreign  value. 

Senator  Smoot.  Tliis  article  sells  for 

Mr.  Davis.  At  the  present  time  for  8.5. 

Senator  Smoot.  But  I  do  not  want  the  present  time. 

Mr.  Davis.  Of  coiurse,  under  the  act  of  1909  it  was  lower. 

Senator  Smoot.  What  was  the  selling  price  of  this  same  lace  imder 
the  Pa^e-Aldrich  bill  ? 

Mr.  Davis.  I  do  not  know. 

Senator  Smoot.  It  was  not  8.5  cents } 

Mr.  Davis.  No;  it  was  less. 

Senator  Smoot.  More  than  likely  it  was  about  4  cents. 

Mr.  Davis.  It  may  have  been. 

Senator  Smoot.  It  would  be  37.5  per  cent  on  that  instead  of  37.5 
as  you  have  it  now. 

Mr.  Davis.  But  wait  a  minute.  The  market  value  would  have 
been  lower  at  that  time,  too. 

Senator  Smoot.  Yes;  but  you  are  attempting  now  to  compare  it 
one  way,  and  you  are  bringing  it  up  to  these  pnces — that  is,  to-day's 
prices — high  wholesale  prices.     That  is  not  fair. 

Mr.  Davis.  The  relationship  is  the  same.  Sixty  per  cent  of  the 
foreign  value  is  2i  cents;  37 J  per  cent  of  American  selling  prices  is 
3.1  cents,  a  higher  rate,  not  a  lower. 

Senator  Smoot.  If  the  relationship  is  the  same,  then,  of  course, 
it  ought  to  be  60  per  cent  of  9  cents.  You  have  got  to  work  it  both 
ways;  you  have  got  to  do  it  in  each  case  just  alike. 

Mr.  Davis.  Of  course,  it  would  be  impossible  to  go  back  and  get 
the  prices  in  1909.  I  have  assumed  ttiat  the  relationship,  as  it 
relates  to  the  article,  has  been  the  same,  and  I  think  it  is.  The 
foreign  price  was  lower  at  that  time. 

Senator  Smoot.  Then  it  would  not  be  applied  because  in  one  case 
it  would  be  37.5  per  cent  under  this  bill  and  the  other  way  it  would  be 
60  per  cent. 

Mr.  Davis.  But  it  would  not  make  a  great  difference  in  the  equiv- 
alent of  this  particular  article. 

Senator  Smoot.  It  would  make  no  great  difference  wherever  the 
foreign  price  is  greater  than  the  American  price,  but  the  principle  is 
this,  that  if  the  American  price  is  higher  than  the  foreign  price  then, 
of  course,  with  the  old  rate  named  in  the  bill  it  would  result  in  an 
increase  in  the  duty.  There  is  no  doubt  about  that.  Nobody  is 
denying  that  at  all. 

Mr.  Davis.  But  I  thought  the  effort  was  to  get  the  reduced  rate 
to  the  same  equivalent,  and  the  higher  rate  of  1909 

Senator  Smoot.  It  will  be  a  lower  rate. 

Mr.  Davis.  It  will  be  lower  or  should  be. 

Senator  Smoot.  There  is  no  doubt  about  that.  No  one  in  favor 
of  the  American  valuation  plan  will  say  that. 

Mr.  Davis.  My  purpose  in  showing  the  figures  was  to  demonstrate 
the  inequalities  that  will  come  up,  to  show  that  the  rates  under 
this  mathematical  formula  will  make  a  great  many  articles  pro- 
hibitorv. 
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Senator  Smoot.  If  we  use  the  same  old  ad  valorem  rate. 

Mr.  Davis.  Yes;  if  we  use  the  same  old  ad  valorem  rate. 

Senator  Smoot.  That  is  true. 

Senator  La  Follette.  You  mean  the  ad  valorem  rate  fixed  in 
this  bill,  do  you  not? 

Mr.  Davis.  Yes.  How  can  rates  be  adjusted  to  fit  the  true  con- 
ditions ? 

Senator  Smoot.  On  the  other  hand,  you  could  not  put  the  rate  in 
here  high  enough  to  protect  certain  manufactured  goods  here  against 
a  1.3  cent  maoL. 

Mr.  Davis.  The  value  of  the  mark  has  gone  down,  but  it  takes  a 
great  many  more  marks  to  buy  the  articles. 

Senator  Smoot.  Every  gold  mark  they  give  they  get  three  times 
the  amount  of  labor  for. 

Mr.  Davis.  True.  The  figures  show  that  the  gold  value  of  the 
German  article  had  gone  up  for  home  consumption,  and  the  other 
value  had  gone  up 

Senator  Smoot.  The  exportation  value,  you  mean  ? 

Mr.  Davis.  And  the  home  value. 

Senator  Smoot.  But  not  as  much.  If  they  want  to  cut  the 
exportation  value,  they  can  take  the  trade.  There  is  no  doubt 
about  that. 

Senator  La  Follette.  Go  ahead,  Mr.  Davis,  and  give  us  the 
figures  you  have  there.     We  want  them  in  the  record. 

Mr.  Davis.  I  would  like  to  put  them  in. 

I  agree  with  you.  Senator  Smoot,  that  in  order  to  get  an  accurate 
comparison  you  would  have  to  get  the  prices  of  1909,  but  the  purpose 
of  the  figures  is  to  show  the  tremendous  inequalities  that  will  crop  up. 

Senator  Smoot.  I  know  that. 

The  Chairman.  What  is  the  highest  rate  you  figure  in  the  nresent 
bill,  the  bill  before  this  committee,  under  the  system  of  valuation 
that  has  been  adopted  ? 

Mr.  Davis.  Here,  for  istance,  is  an  imitation  pearl  necklac  e. 
The  equivalent,  applying  the  same  valuation  to  the  1909  act,  makes 
it  700  per  cent  higher. 

Senator  McCumber.  Let  me  see  if  I  understand  you.  You  have 
taken,  however,  the  cost  of  that  pearl  necklace  in  1909 — the  foreign 
value  ? 

Mr.  Davis.  No,  sir;  I  have  taken  the  value  to-day. 

Senator  McCumber.  You  have  taken  the  value  to-day  ? 

Mr.  Davis.  Yes. 

Senator  McCumber.  And  you  have  compared  it,  then  ? 

Mr.  Davis.  And  applied  the  1909  rate  to  that  value  to-day  to 
see  how  much  duty  it  gives  us.  I  have  applied  the  new  rate  to  the 
same  value  to  see  what  the  result  will  be  and  have  compared  the 
two. 

Senator  Watson.  What  are  your  conclusions  ? 

Mr.  Davis.  My  conclusion  is  that  the  system  employed  to  reduce 
the  rate  is  not  going  to  fit  the  conditions. 
Senator  Smoot.  in  some  cases  ? 
Mr.  Davis.  In  the  majority  of  cases,  Senator. 
Senator  Smoot.  I  think  ^'majoritj^"  will  be  right.     I  think  they 

have  got  to,  as  long  as  the  exchange  exists  as  it  does  m  f  oreim  countries 

^day.    I  said  yesterday  and  1  say  now  that  the  tariflf  which  we 

pass  to-day  is  not  going  to  stay  on  the  statute  books  if  the  conditions 
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of  exchange  in  the  foreign  countries  are  improved  within  the  next 
three  or  four  years.  There  will  be  an  amendment  to  this  bill  if  the 
American  valuation  goes  into  effect. 

Mr.  Davis.  How  will  the  appUcation  of  the  American  selling  prices 
affect  the  exchange  proposition  ? 

Senator  Smoot.  Well,  because  wherever  the  exchange  is  low  it 
wiU  work  m  this  way.  For  instance,  Austria,  Poland,  and  any  of 
the  Czecho-Slavic  nations  can  make  goods  cheaper  than  it  would  be 
possible  to  if  their  market  and  their  money  were  on  a  parity  with  our 
money,  or  if  there  were  no  greater  difference  than  tnere  was  under 
the  Payne- Aldrich  bill.  The  country  that  has  a  low  value  of  money 
or  has  cheap  money  can  make  goods  more  cheaply  than  the  country 
that  has  money  worth  100  cents  on  the  doUar,  as  we  have. 

Mr.  Davis,   i  es;  but  the  low  costs  would  be  there  just  the  same. 

Senator  Smcx)T.  No;  thev  would  not. 

Mr.  Davis.  That  is,  to  Tbuy  the  goods  a  man  would  buy  at  the 
same  price. 

Senator  Smoot.  We  will  take  Germany  as  an  example.  When  the 
German  mark  was  24  cents,  it  was  24  cents  in  gold. 

Mr.  Davis.  Yes. 

Senator  Smoot.  They  could  not  purchase  any  more  labor  in  Ger- 
many with  a  mark  then  than  they  could  with  24  cents  in  gold. 
To-dfay  they  can  piu*chase  more  than  three  times  as  much  with  gold 
as  a  mark  will  bnng  in. 

Mr.  Davis.  In  Germany  ? 

Senator  Smoot.  Yes.    And  in  Poland  it  is  just  as  bad. 

Mr.  Davis.  But  appraising  the  American  selling  price  will  not 
alter  that  ? 

Senator  Smoot.  Yes;  because  the  goods  are  to  be  sold  in  this 
country. 

Mr.  Davis.  But  the  cost  remains  the  same,  and  that  cost  to-day 
in  gold  is  much  higher  than  in  1914. 

Senator  Smoot.  The  other  way  it  would  be  the  value  in  a  foreign 
country. 

Mr.  Davis.  But  if  these  German  goods  are  the  same  character  of 
goods  as  goods  coming  from  England  or  some  other  country,  you  may 
shut  off  goods  coming  from  England  or  some  other  country. 

Senator  Smoot.  Yes;  that  is  what  vou  will  do. 

Mr.  Davis.  Then,  you  are  giving  tte  German  a  wider  field  and  he 
can  stand  higher  duties. 

Senator  Smoot.  And  then  you  let  England  in.  He  will  always  be 
in  a  position  to  cut  the  market. 

Mr.  Davis.  Yes;  but  I  think  he  will  be  in  the  same  position  under 
the  American  price  plan  because  the  difference  would  not  bring  the 
Germans  up  to  the  American  prices.  They  could  still  undersell. 
The  Germans  would  not  deliberately  raise  frheir  prices  over  American 
prices,  just  to  let  English  goods  in. 

Senator  Smoot.  But  it  wUl  help. 

Mr.  Davis.  Yes,  it  will  help;  but  it  will  raise  the  others,  too. 

Now,  the  second  method  of  appraisement  is  this:  If  the  domestic 
value  can  not  be  found  to  the  satisfaction  of  the  appraiser,  he  then 
finds  the  value  of  the  imported  articles  for  sale.  I  wul  admit  that  I 
do  not  understand  this  paragraph  in  regard  to  that. 

Senator  Smoot.  That  is  section  402. 
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Mr.  Davis.  Yes.  It  is  to  the  effect  that  when  such  value  can  not 
be  ascertained  to  the  satisfaction  of  the  appraiser  it  ma^  be  ascer- 
tained by  taking  the  value  of  the  imported  merchandise  on  said 
date  for  sale,  whether  or  not  there  shall  be  an  actual  sale.  That 
means  to  me  that  if  there  is  an  actual  sale  that  the  sales  price  would 
be  taken  irrespective  of  what  the  balance  of  the  pari^aph  says. 
Now,  if  there  is  not  an  actual  sale,  but  there  is  an  otter  for  sale,  the 
offer  would  be  taken,  irrespective  of  what  the  balance  of  the  para- 
graph says. 

Senator  Smoot.  That  is,  whatever  the  article  was  that  was  offered 
for  sale  at  that  time  or  on  that  date,  in  case  there  was  no  sale,  then 
that  should  be  the  price. 

Mr.  Davis.  But  according  to  the  reading  of  the  paragraph  that 
price  should  not  be  the  accepted  valuation  imtil  after  he  had  borne 
m  mind  the  l^islative  intent  of  the  Congress  and  reached  its  fair 
value. 

If  that  value  for  the  sale,  in  ids  opinion,  is  not  a  fair  oner — and  just 
what  a  fair  value  is  I  do  not  know — he  would  not  necessarily  have  to 
take  it  under  this  paragraph.  Then  he  is  allowed  to  do  almost  any- 
thing. It  sajs  he  shaU  take  into  consideration,  among  other  mat- 
ters, the  seUu^  price  of  the  domestic  article.  Well,  it  he  has  the 
selling  price  of  the  domestic  article,  he  goes  back  to  the  first  method 
and  takes  that,  or  he  takes  into  consioeration  the  cost  of  materials 
in  the  domestic  article,  and  he  considers  that,  or  he  takes  the  foreign 
market  value,  and  he  either  adds  expenses  or  costs  and  duties,  or  he 
does  not  add  them,  just  as  he  pleases.  I  think  you  cut  out  a  tre- 
mendous job  for  the  appraiser. 

Senator  Smoot.  There  are  few  articles  that  fall  within  this  class. 

Mr.  Davis.  I  think  there  are  a  great  many.  There  are  enough  to 
make  it  troublesome. 

Senator  Smoot.  There  are  not  so  many  articles,  I  think. 

Mr.  Davis.  If  the  appraiser  should  take  the  sale  price  of  the  im- 
ported article,  the  tenaency  would  be,  provided  he  takes  it  gross,  to 
drive  every  American  wholesaler  and  every  American  jobber  out  of 
business,  because  that  would  enable  the  agent  of  the  foreign  nian- 
ufacturer  to  come  into  the  United  States  and  sell  direct  in  the  United 
States,  because  the  overhead  of  the  agent  would  be  very  much  less 
than  tne  overhead  of  the  American  wholesaler.  The  tenaency  would 
be  to  drive  out  the  American  wholesaler  and  bring  in  the  foreign 
agent  or  the  branch  house,  taking  only  their  foreign  mill  profit. 

Senator  Smoot.  The  foreign  manufacturer,  if  he  undertook  to  do 
that,  would  find  that  those  are  all  the  goods  that  he  can  sell  in  this 
country.  No  merchant  in  the  United  States  would  buy  of  him  if  he 
undertook  to  sell  goods  in  this  country. 

Mr.  Davis.  But  it  is  done  widely  to-day,  not  for  the  same  purpose 
but  to  disguise  the  foreign  values  in  a  closed  market.     The  foreign 
agents  sell  many  lines  right  in  this  country. 
Senator  Smoot.  Not  to  the  retailer. 

Mr.  Davis.  Oh,  yes;  often  to  the  retailer. 
Senator  Smoot.  TTien  he  does  not  sell  to  anybody  else. 
Mr.  Davis.  Plenty  of  agents  sell  to  the  retail  stores,  but  even  if 
he  sold  to  the  wholesaler,  that  would  prevent  houses  out  in  the  Mid- 
dle West  selling  to  their  wholesale  trade,  because  it  would  have  a 

tendency  to  lower  that  import  price  and  would  enable  him  to  pocket 

the  difference  in  the  duty,  as  the  duty  would  be  less. 
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Senator  Smoot.  There  are  three  or  four  whjs  of  arriving  at  the 
value.  I  take  it  for  granted  that  the  American  appraiser  would  be 
interested  in  arriving  at  the  true  value  of  the  goods. 

Mr.  Davis.  The  onl^  value  he  could  use  would  be  the  sale  value  in 
the  absence  of  domistic  merchandise. 

Senator  Smoot.  That  is  the  best  value  vou  can  possibly  have. 

Mr.  Davis.  Yes,  that  is  the  sale  value  oi  the  agent. 

Senator  Smoot.  That  would  be  exactly  the  same  in  any  case. 
That  would  be  the  sale  value  on  American  goods.  There  is  no  sale 
value  on  foreign  ^oods. 

Mr.  Davis.  This  provision  would  have  this  tendency. 

Senator  Smoot.  We  could  make  that  clearer  by  changing  the 
wording  in  such  a  way  that  there  would  be  no  question  about  it. 

The  Chaibman.  I  want  to  endeavor  to  pursue  the  subject  with  an 
open  mind.  I  am  merely  seeking  information.  I  recognize  fully 
the  difficulties  of  the  situation. 

I  am  informed — and  I  make  the  inquiry — that  there  is  in  the 
pending  bill  a  duty  on  dried  egg  yolks  wnicn  undertakes  an  increase 
of  1,200  per  cent  over  the  duty  carried  in  the  Payne-Aldrich  bill. 
Do  you  recall  whether  that  is  correct  or  not  ? 

Mr.  Davis.  Yes,  I  have  heard  the  facts  on  that. 

The  Chaibman.  There  would  be  that  increase  ? 

Mr.  Davis.  The  market  value  to-day  is  16  cents  a  pound,  and  the 
duty  under  the  present  bill  is  20  per  cent  ad  valorem,  making  3.2 
cents  duty.  The  rate  under  the  new  act  is  15  cents  a  pound,  as  com- 
pared with  the  duty  imder  this  act,  of  3.2  cents,  or  an  increase  of 
about  11  or  12  cents. 

Senator  La  Follette.  That  is,  if  you  applied  to  that  product 
to-day  the  Payne-Aldrich  bill. 

Mr.  Davis.  No,  the  rate  under  this  new  bill. 

Senator  La  Follette.  I  understand,  but  I  say  you  would  have 
the  difference  that  you  have  mentioned  if  you  should  apply  the 
Payne-Aldrich  bill  and  this  bill  to  the  values  of  to-day  ? 

Senator  Smoot.  It  is  less  than  500  per  cent. 

Mr.  Davis.  It  is  an  increase  of  11.8  over  3.2. 

Senator  Smoot.  The  difference  is  four  hundred  and  some  per  cent. 
I  can  give  it  to  you  exactly.  It  is  420  per  cent.  What  is  tne  value 
of  the  dried  e^  yolks  to-day? 

Mr.  Davis.  Sixteen  cents  a  pound,  I  am  informed.  That  is  the 
market  value. 

Senator  Smoot.     What  was  it  imder  the  Aldrich  bill  ? 

Mr.  Davis.  I  do  not  know. 

Senator  Smoot.  That  would  tell  a  better  story. 

Mr.  Davis.  Fifteen  cents  about  is  nearly  100  per  cent. 

Senator  Smoot.  The  rate  is  altogether  too  hign. 

Mr.  Davis.  Yes, 

Senator  Smoot.  But  you  would  have  to  have  the  rate  at  the  time 
of  the  bill  to  get  it  right. 

Mr.  Davis.  That  is,  compared  with  the  act  of  1913. 

Senator  Smoot.  That  is  the  Underwood  bill. 

The  Chairman.  The  representatives  of  an  industry  were  here  the 
other  day  seeking  a  provision  for  an  increase,  but  they  were  too  late.  I 
do  not  imagine  for  a  moment  that  they  asked  for  such  an  increase  as  this. 

Senator  Smoot.  The  dye  people  asked  for  a  greater  percentage 
than  this. 
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Senator  La  Follette.  You  have  more  data,  have  you,  Mr.  Davis  ? 

Mr.  Davis.  I  have  suggestions  in  regard  to  changes  in  the  present 
valuation  system. 

The  Chairman.  You  say  you  have  suggestions  as  to  the  correction 
of  the  present  svstem  ? 

Mr.  Davis,   i  es. 

The  Chairman.  I  would  Uke  very  much  to  hear  them. 

Mr.  Davis.  My  suggestion  is  that  the  ^Vmerican  manufacturer  come 
forward  with  his  domestic  product  and  show  the  comi>arability  of  that 
product  to  the  importi^d  article  that  is  in  competition  with  it.  In 
other  words,  where  there  is  an  article  made  in  the  United  States  prac- 
tically comparable  with  an  article  made  in  a  foreign  country,  appraise 
the  imported  article  and  no  other  at  the  domestic  price,  but  not  gross; 
take  out  of  the  domestic  price  the  freight,  insurance,  and  other  trans- 
portation expenses  incurred  in  bringing  the  imported  merchandise  to 
our  shores;  the  duty  and  a  rea8oniu)le  profit  and  expense  not  to  ex- 
ceed, say  tentatively,  8  and  8  per  cent.  You  are  then  building  from 
the  American  selling  price  of  the  domestic  article  a  pretty  fair  and 
constructive  foreign  market  value  to  be  applied  to  the  imported  article 
that  is  directly  comparable  to  the  American-made  article,  eliminating 
foreign  value  and  all  possibility  of  undervaluation.  In  instances 
where  the  interested  party  coines  forward  to  some  one — and  I  should 
say  preferably  the  Secretary  of  the  Treasury — and  shows  the  com- 
paranility,  then  let  the  Secretary  of  the  Treasury  proclaim  this  article 
if  it  is  comparable  and  all  such  articles  coming  from  foreign  countries, 
appraising  on  the  value  of  the  domestic  article  less  the  deductions. 
Appraise  the  balance  of  importations  at  the  foreign  market  value 
except 

Senator  La  Follette.  And  increase  the  number  of  Treasury 
attaches. 

Mr.  Davis.  Certainly,  increase  the  number  of  attachfis.  There  is 
another  large  class  of  merchandise  that  comes  into  this  country  that 
is  sold  in  tne  United  States  by  the  agents  and  branch  houses,  with 
foreign  markets  closed  to  the  American.  He  can  not  go  to  the  market 
and  buy.  That  class  of  merchandise  should  be  appraised  at  the 
American  selling  price  of  the  imported  article.  Take  out  of  this 
price  the  duty,  the  expense  of  bringing  the  merchandise  to  our  shores, 
and,  if  it  is  not  sold,  not  more  than  6  per  cent  commission.  If  actu- 
allv  sold,  8  and  8  per  cent  for  profit  and  overhead.  In  this  way  we 
will  be  getting  the  full  duty  on  all  the  money  that  is  sent  back  to  that 
foreign  manufacturer.  To-day  we  are  not  getting  it  in  some  closed 
market  lines. 

This  would  be  my  suggession  for  the  American  selling  price  plan, 
and  I  consider  it  practicaole  from  an  administrative  standpoint.  It 
would  give  the  American  manufacturers  protection  on  the  articles 
they  make  that  are  comparable. 

Senator  Smoot.  You  would  have  imder  that  plan  to  do  not  only 
everything  that  is  reauired  under  this  law — section  402  of  this  bill — 
but  you  would  then  nave  to  go  further  and  deduct  the  freight,  the 
dutv,  and  the  expense. 

Mr.  Davis.  That  is  very  simple. 

Senator  Smoot.  But  it  is  that  much  more  than  under  existing  law. 

ifr.  Davis.  It  would  apply  to  only  a  relatively  small  proportion  of 
our  imports. 
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Senator  Smoot.  So  will  this  apply  to  a  relatively  small  proportion. 

Mr.  Davis.  This  paragraph  of  the  House  bUl  applies  to  everything 
that  is  imported. 

Senator  Smoot.  That,  as  you  know,  applies  on  a  great  deal  of  the 
merchandise  imported  into  tnis  country. 

Mr.  Davis.  Yes;  but  under  mj  plan  we  have  given  the  appraiser 
somethings  to  stand  on.  There  is  sohd  ground  here.  Find  tne  fair 
value  ?  j^eep  in  mind  the  legislative  intent  of  Congress  ?  Just  what 
does  this  mean  t    We  do  not  know  what  the  legislative  intent  is. 

Senator  Smoot.  Yoxu*  su^estion,  I  think,  that  it  should  be  put  in 
the  form  stated,  would  be  better  than  the  form  we  have  here. 

Mr.  Davis.  That  is  what  I  think. 

Senator  Smoot.  That,  I  think,  is  true;  but  I  think  you  are  bringing 
in  another  equation. 

The  Chairman.  If  the  committee  changes  this  valuation  and 
amends  the  bill  along  the  lines  you  suggest,  Mr.  Davis,  will  it  not 
require  a  rewriting  of  the  duties  rather  largely? 

Mr.  Davis.  Yes,  it  will  mean  going  bacK  to  the  former  basis. 

The  Chairman.  It  will  mean  rewriting  the  biU,  will  it  not  ? 

Mr.  Davis.  I  think  you  will  have  to  make  the  changes  anyway. 

The  Chairman.  Wouldn't  that  delajr  the  passage  materiallv  ? 

Mr.  Davis.  I  think.  Senator  Penrose',  you  would  have  to  do  it  in 
either  event.  I  think  you  will  have  to  rewrite  it  in  order  to  fit  any- 
American  selling  price  plan. 

The  Chairman.  Do  you  mean  to  rewrite  the  rates  ?    If  so,  how  ? 

Mr.  Davis.  Figure  them  out  on  an  actual  basis  and  not  on  a 
mathematical  formula. 

The  Chairman.  You  mean  to  state  that  they  are  not  properly 
described  in  the  bill  ? 

Mr.  Davis.  I  do  not  think  they  fit  actual  conditions. 

The  Chairman.  Do  you  mean  to  say  that  we  will  have  to  go  over 
them  all  ? 

Mr.  Davis.  I  think  to  properly  reduce  the  rate  you  must  compare 
foreign  values  with  American  selling  values. 

The  Chairman.  You  do  not  mean  this  committee  would  have  to 
do  that;  you  mean  your  department? 

Mr.  Davis.  Our  department  could  do  the  preliminary  work  for 
your  conunittee,  if  we  had  the  men. 

Senator  Smoot.  We  could  not  pass  on  this  until  we  got  that  in- 
formation. 

The  Chairman.  Then  we  have  quite  a  large  task  ahead  of  us  ? 

Mr.  Davis.  I  think  you  have. 

The  Chairman.  Oh,  I  thought  we  would  get  through  pretty  soon. 
Have  you  anything  further  to  say  to  the  committee,  Mr.  Davis  ? 

Mr.  Davis.  No,  sir. 

The  Chairman.  The  committee  is  supposed  to  sit  until  5  o'clock. 
If  you  have  anything  further  to  state,  or  if  you  desire  to  submit  any 
extension  of  your  remarks,  so  that  they  may  be  incorporated  in  your 
statement,  you  may  do  so. 

Mr.  Davis.  I  would  like,  Mr.  Chairman,  to  submit  the  tabulation 
of  comparable  prices  that  I  have  prepared. 

The  Chairman.  We  would  like  to  have  it;  we  would  be  very  glad 
to  have  it. 

Mr.  Davis.  Then  I  would  like  to  insert  the  tabulation  at  this  point. 

(The  tabulation  referred  to  is  as  follows :) 
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Mr.  Davis.  Senator  Smoot  does  not  think  that  using  the  prices 
of  to-day  shows  the  irregularities  with  respect  to  an  ad  valorem 
equivalent. 

Senator  Smoot.  Oh,  do  not  misunderstand  me.  I  have  gone  over 
the  bill  in  detail  enough  to  know  that  some  rates  have  to  be  changed. 

Senator  La  Follette.  It  would  be  helpful  if  you  could  review  your 
figures  and  make  them  applicable  to  the  conditions  when  the  Payne- 
^drich  bill  went  into  enect.  Give  all  the  examples  tiiat  you  have 
given  there. 

Mr.  Davis.  I  can  give  these  examples  right  here.  I  think  the 
relationship  remains  tne  same. 

Senator  jLa  Follette.  You  think  it  does  ? 

Mr.  Davis.  Yes,  I  think  the  relationship  remains  the  same  and  that 
the  same  parity  remains.  I  think  that  the  application  of  the  rates  of 
that  act  to  the  values  and  the  comparison  of  tnem  with  the  rates  under 
the  new  act  will  tell  the  story. 

The  Chairman.  If  Mr.  Fix  is  here,  he  may  want  to  say  a  few  words 
to  the  committee  now.  Of  course,  the  committee  recognizes  that  he 
is  an  expert  in  these  matters,  and  it  would  want  to  hear  nim  fully.  It 
seems  to  be  the  consensus  of  opinion  of  the  committee  that  he  should 
not  be  heard  until  to-morrow  morning,  when  he  will  have  more  time. 

I  desire  to  state  now  to  the  committee  that  I  have  been  notified  by 
the  Trea^ry  Department  that  the  Secretary  of  the  Treasury  will  be 
here  on  Thursday  morning  with  his  responses  to  various  mquiries 
relating  to  the  funding  bill.  During  that  period  we  will  suspend  the 
hearings  on  this  bill.  The  witnesses  who  were  to  be  here  on  Thurs- 
day— some  10  or  12  in  number — ^will  be  notified  to  be  here  on  Monday 
instead  of  Thursday. 

The  committee  stands  adjourned. 

(Thereupon,  at  4.40  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Jiily  27,  1921,  at  10.30  o'clock  a.  m.). 

Wednesday,  July  27, 1921. 

The  committee  met,  pursuant  to  adjournment,  in  the  committee 
room.  Senate  Office  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boies 
Penrose  presiding. 

Present:  Senators  Penrose  (chairman),  McCumber,  Smoot,  La  Fol- 
lette, Watson,  McLean,  Reed,  and  Gerry. 

The  Chairman.  The  committee  adjourned  yesterday  with  Mr. 
Davis,  of  the  customhouse  of  New  York,  appearing  as  a  witness. 
Mr.  Davis,  you  are  here  this  morning  to  continue,  are  you  ? 

Mr.  Davis.  Yes,  sir. 

STATEMENT  OF  GEOBGE  C.  DAVIS,  SPECIAL  AGENT  IN  CHABGE, 

FORT  OF  NEW  YOBK-— Besumed. 

The  Chairman.  The  committee  wants  to  give  you  all  the  time  you 
desire,  Mr.  Davis. 

Before  you  go  on  in  your  own  way  I  want  to  say  this :  On  yester- 
day afternoon  I  made  a  memorandum  of  several  questions  that  I 
would  like  to  ask  you  formally. 

The  first  question  is:  Will  you  refer  to  the  tabulation  of  prices  that 
vou  offered  yesterday  and  explain  why  the  reduced  rates  in  uie  present 
bill  will  bring  about  a  result  in  the  amoimts  of  duty  higher  than  the 
duties  collected  under  the  rates  in  the  Payne-Aldiich  bul  t 
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I  onderstood  you  yesterday  to  state  that  would  be  largely  the  effect. 

Mr.  Davis,   i  es,  su*. 

The  Chaibman.  Will  you  explain  that  more  fully  ? 

Mr.  Davis.  As  I  unaerstand  the  proposition,  it  is  to  assess  an 

Suivalent  for  the  Payne-Aldrich  rate  on  the  selling  prices  in  the 
lited  States  that  would  not  bring  about  a  higher  result  than  if  the 
Payne-Aldrich  rate  were  assessed  to-day  on  the  foreign  market  value. 
That  is  what  I  have  done  in  this  tabulation,  which  consists  of  some 
40  articles,  selected  more  or  less  at  random,  and  selected  with  a  view 
to  getting  comparable  domestic  articles. 

Ine  CnAiBUAS.  Senator  Walsh,  since  you  have  just  come  in,  I  will 
say  that  this  is  an  important  statement  showing  why,  in  the  opinion 
of  Mr.  Davis,  the  rates  calculated  under  this  system  adopted  m  the 
House  bill  will  result  in  higher  duties  than  under  the  Payne-Aldrich 
bill.    He  has  some  40  articles. 

Senator  Walsh.  I  can  see  that  that  is  an  important  statement. 

Mr.  Davis.  The  tabulation  shows  if  the  rate  in  the  Payne-Aldrich 
bill  were  assessed  on  the  market  value  of  to-day  it  would  oring  about 
certain  amounts  of  duty,  which  are  all  tabulated  in  the  column  neaded 
^'Amounts  of  duty"  and  under  the  figures  1909,  the  date  of  the 
Payne-Aldrich  bill. 

The  tabulation  also  shows  that  if  the  rate  of  the  Underwood  bill,  the 
act  of  1913,  were  figured  on  the  market  value  of  to-day  it  would  bring 
about  certain  amounts  of  duty;  and  those  are  tabulated  in  the  col- 
umn headed  "Amounts  of  duty,"  under  the  figures  1913. 

Tlie  Payne-Aldrich  eauivalent  appearing  m  the  House  bill,  ar- 
rived at  through  a  matnematical  lormula,  is  then  applied  to  the 
price  of  the  comparable  domestic  article,  and  the  amount  that 
that  brings  is  set  down  in  the  column  headed  ''Amounts  of  duty'* 
under  the  title  **new  bill";  and  the  results,  applying  the  equivalent 
of  the  House  bill,  instead  of  showing  a  reduction  m  those  rates,  bring 
out  the  following  inequalities. 

It  is  shown,  for  instance,  that  the  House  bill  reduces  the  rate  in 
some  cases  as  much  as  36  per  cent.  That  is  in  a  small  number  of 
cases — ^five.  But  in  35  other  cases  the  rate  is  increased  from  24  per 
cent  to  as  much  as  1,115  per  cent. 

The  Chairman.  Have  you  a  list  of  those  articles  ? 

Mr.  Davis.  Yes,  sir;  in  this  tabulation. 

The  Chairman.  Have  you  put  that  in  the  record  yet.  Is  it  in  the 
stenographer's  notes  ? 

Mr.  Davis.  They  were  put  in  the  record  on  yesterday  afternoon. 

The  Chairman.  That  is  what  I  thought.  Have  you  shown  the 
increase  in  the  duty  on  each  article? 

Mr.  Davis.  I  have  opposite  each  article  the  increase  that  is  made 
under  the  act  of  1909  and  also  the  increase  under  the  act  of  1913. 

Senator  Watson.  And  this  bill  under  the  American  valuation  plan. 

Mr.  Davis.  Yes,  sir. 

Senator  McCumber.  The  increase  is  the  ad  valorem  increase  ? 

ilr.  Davis.  The  increase  is  the  ad  valorem  increase,  expressed  in 
this  way.     For  instance,  let  me  take  this 

Senator  Walsh.  Take  some  one  article  for  an  illustration. 

Mr.  Davis.  I  take  an  item  of  cotton  table  damask  from  Ireland. 

The  imported  articles  sell  on  the  American  market  for  86  cents  a 
yard.    The  American  article  that  the  examiner  has  compared  it 
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with  sells  on  the  American  market  at  56  cents  a  yard.  Applying 
the  rate  of  duty,  40  per  cent  under  the  Payne-Aldrich  law,  to  the 
foreign  market  market  value,  would  bring  24  cents  duty. 

Applying  the  rate  of  the  1913  act,  25  per  cent,  it  would  bring  about 
15  cents  in  duty. 

Applying  the  rate  under  the  new  bill,  which  under  the  mathematical 
formula  has  been  reduced  to  28  per  cent  would  bring  about  a  duty  of 
15  cents,  as  compared  with  the  amount  of  duty  under  the  1909  act 
of  24  cents;  consequently,  a  rate  is  reached  below  the  Payne-Aldrich 
equivalent. 

Senator  McCumber.  You,  in  that  table,  are  arriving  at  what  the 
specific  duty  on  a  particular  article  will  be  under  the  ad  valorem  rate. 

Mr.  Davis.  I  am  using  the  table  to  show  how  utterly  impossible 
it  is  to  adjust  rates  unaer  a  mathematical  formula,  because  when 
you  come  to  apply  these  rates  on  actual  prices  you  do  not  get  the 
results,  or  anywnere  near  the  results,  that  you  expected. 

Senator  McCumber.  What  I  would  like  to  find  out  is  whether  you 
have  a  table  that  would  show  the  ad  valorem  rate  of  the  Payne- 
Aldrich  bill  if  that  rate  had  been  applied  at  that  time  on  an  American 
valuation  and  then  what  the  ad  valorem  rate  at  the  present  time  is 
as  applied  on  the  American  valuation,  so  as  to  see  whether  the  ad 
valorem  rates  in  this  bill  are  higher  or  lower  than  the  Payne-Aldrich 
bill.    Now,  if  you  have  such  a  table,  I  would  like  to  know  it. 

Mr.  Davis.  I  have  not  the  foreign  value  prices  of  1909,  nor  have 
I  the  domestic  prices  of  1909,  and  tney  would  probably  be  impossible 
to  get. 

Senator  McCumber.  You  would  have  to  make  that  comparison? 

Mr.  Davis.  I  think  this  table  shows  the  comparison. 

Senator  Smoot.  I  think  you  can  pick  out  some  items  where  the 
American  valuation  is  less  than  the  foreign  valuation,  just  as  you 
did  in  this  case. 

Mr.  Davis.  I  have  given  this  item  to  show  that  the  rate  has  been 
reduced  too  much,     liiere  are  35  instances  showing  the  reverse. 

Senator  Smoot.  In  such  cases  there  is  no  question  but  that  it 
would  be  lower.  I  have  no  doubt  but  that  you  can  find  cases,  just 
as  you  say,  that  are  unreasonably  high.  You  say  you  have  given  40 
articles  there? 

Mr.  Davis.  Yes,  sir. 

Senator  Smoot.  You  can  find  two  or  three  hundred  articles. 

Mr.  Davis.  And  bring  the  same  results. 

Senator  Smoot.  But  that  can  not  be.  I  know  that  taking  the 
Payne-Aldrich  bill  on  the  prices  to-day  and  taking  the  House  rates 
on  the  American  plan,  it  can  not  bring  those  figures.  Some  of  them 
are  as  near  together  as  it  is  possible  to  figure  them. 

Mr.  Davis.  Take  the  domestic  price  of  the  comparable  article. 

Senator  Smoot.  To-day.  You  naven't  given  it  as  of  1909.  You 
haven't  given  the  foreign  valuation  or  the  American  valuation,  but 
you  can  take  what  the  Payne-Aldrich  bill  would  do  if  it  were  the  law 
to-day. 

MJ.  Davis.  If  it  were  the  law  to-day  ? 

Senator  Smoot.  Yes. 

Mr.  Davis.  If  it  wore  the  law  to-day  you  would  assess  the  Payne- 
Aldrich  rate  on  the  market  value  of  to-day. 

Senator  Smoot.  Certainly  you  would. 

Mr.  Davis.  That  is  what  you  want  to  bring  about? 
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Senator  Smoot.  Certainly. 

Mr.  Davis.  If  you  are  going  to  assess  a  Payne-Aldrich  rate  equiva- 
lent to  a  higher  valuation  it  must  be  a  very  much  reduced  actual 
rate. 

Senator  Smoot.  You  have  to  take  the  ad  valorem  rates. 

Mr,  Davis.  No  doubt,  but  if  you  reduce  imder  the  mathematical 
formula,  you  get  an  increase  instead  of  a  reduction. 

Senator  Smoot.  You  say  *' mathematical  formula.''  We  can  figure 
that  out  to  a  cent.  In  one  case  there  is  no  doubt  a  reduction  would 
be  made.  This  bill  does  not  have  a  regular  percentage  of  reduction 
in  all  cases.     The  House  bill  does  not  do  that. 

Mr.  Davis.  It  seems  to  in  the  majority  of  cases. 

Senator  Smoot.  Only  as  to  classifications,  not  as  to  items  at  all. 
If  there  is  a  mistake  made  here,  the  Senate  Finance  Committee  can 
soon  change  those  rates.  No  one  doubts  but  that  if  the  ad  valorem 
rates  were  the  same  in  this  bill  as  in  the  Payne-Aldrich  bill  it  would 
increase  the  rates,  I  suppose,  on  an  average  of  about  100  per  cent. 

Mr.  Davis.  Yes,  sir. 

Senator  Smoot.  There  is  no  doubt  about  that  in  the  world. 

Mr.  Davis.  Is  this  true,  that  in  order  to  find  out  what  the  equivalent 
rate  should  be  you  must  have  the  American  selling  price  oi  the  do- 
mestic article  and  the  price  of  the  imported  article  to  compare  them 
in  order  to  find  what  tne  rate  should  be  ? 

Senator  Smoot.  You  have  ffot  to  have  that. 

Mr.  Davis.  That  is  impossible.     You  can  not  get  it. 

Senator  Smoot.  You  can  not  get  that  on  every  item. 

Mr.  Davis.  You  can  not  get  it  on  thousands  and  thousands  of 
articles  coming  into  this  country. 

Senator  Smoot.  We  can  get  them  near  enough  so  there  will  not  be 
a  difference  of  1,100  per  cent. 

Mr.  Davis.  Well,  nere  are  the  differences.  These  are  based  on 
the  actual  figures. 

Senator  Smoot.  There  may  be  items  there.     I  do  not  dispute  that. 

Mr.  Davis.  They  range  600  per  cent,  700  per  cent,  500  per  cent, 
and  so  on. 

Senator  Smoot.  Those  things  must  be  corrected. 

The  Chairman.  I  would  like  to  have  you  insert  in  the  record  a 
definition  of  just  what  you  mean  by  the  term  '^  mathematical  for- 
mula. " 

Mr.  Davis.  Mr.  Burgess,  in  his  testimonv,  explained  it.  I  am  using 
that  formula.     It  appears  to  be  the  one  that  was  used. 

They  took  the  foreign  cost  as  100  per  cent.  To  that  they  added 
the  rate  of  duty  which,  let  us  say,  is  60  per  cent,  which  gives  160 
per  cent.  Then  they  took  160  and  divided  it  into  60,  which  gives 
m  turn  37.5  per  cent,  which  becomes  the  equivalent  rate,  if  applied 
on  the  American  valuation  plan,  to  the  60  per  cent  rate  and  if  applied 
to  the  foreign  market  value,  but  they  have  not  taken  into  considera- 
tion the  freight,  insurance,  profits,  and  all  the  various  items  that  make 
the  landed  cost. 

Senator  Watson.  Why  do  you  cling  to  that  formula  ? 

Mr.  Davis.  I  do  not  cling  to  it.     I  say  that  it  can  not  be  used. 

Senator  Smoot.  Nobody  intends  to  use  it,  so  far  as  I  know,  in  this 
committee.  I  do  not  think  this  committee  has  any  idea  of  materially 
increasing  the  rates  of  the  Payne-Aldrich  bill.  . 
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The  Chairman.  How  manv  of  these  rates  in  the  House  bill  that 
has  come  over  here  have  been  fixed  arbitrarily  by  the  so-called 
mathematical  formula  ? 

Mr.  Davis.  I  think  the  majority  of  them  have.  I  notice  they  take 
the  60  per  cent  rate  that  under  the  formula  should  be  reduced  to 
37.5  per  cent,  but  in  some  instances  you  find  the  rate  is  not  37.5  but 
42  per  cent,  which  makes  it  worse. 

Then  I  notice  they  have  taken  the  ad  valorem  rate  of  the  Payne- 
Aldrich  bill,  reduced  it  to  the  formula  to  get  the  lower  rate,  but  on 
top  of  that  they  put  a  specific  duty.  I  do  not  know  what  that  would 
bring  about. 

Senator  Smoot.  It  would  bring  about  an  increased  rate. 

Mr.  Davis.  I  mean  in  amount. 

Senator  Smoot.  We  can  find  out  what  the  equivalent  is. 

The  Chairman.  I  would  like  to  ask  you  to  explain  the  effect  of  the 
application  of  the  rates  in  the  new  bill  upon  the  merchandise  that 
would  be  affected.  What  effect  would  it  have  upon  the  regular 
selling  value  ? 

Mr.  Davis.  When  you  apply  the  reduced  rates  of  this  bill  to  the 
American  selling  price  of  the  imported  article,  it  brings  about  an 
entirely  different  result  than  applying  the  rates  of  the  bill  to  the 
price  of  the  domestic  article;  I  nave  prepared  a  tabulation  to  show 
this.  I  have  had  a  sufficient  number  of  copies  made  for  the  members 
of  the  committee.  This  table  should  not  be  confused  with  the 
domestic  tabulation  I  inserted  in  the  record  yesterday. 

The  Chairman.  This  will  also  be  inserted  at  this  point  in  your 
remarks. 

Comparison  of  duty  under  the  acts  of  1909  and  1913  upon  foreign-value  basis 

arid  H.  R.  7456  upon  import  value  for  sale. 

Taking  the  foreign  price  unit  at  100  per  cent,  or  $1,  adding  5  per  cent  for  trans- 
portation charges  and  insurance,  an  average  of  25  per  cent  for  overhead  and  profit, 
duty  under  the  acts  of  1909  and  1913  upon  the  foreign  value  basis  and  duty  under 
the  new  act  upon  the  import  value  for  sale  price  works  out  as  follows: 


Item. 

Act  of 
1909. 

1    Act  of 
1913. 

*                          New  act. 

1 

Decorated  china: 

Foreiim  value 

$1. 00  1        11. 00 
.a5  I           .05 

.60  '           .55 

1 

1 

1  Duty 40  per  cent..  $1.20 

'  Overhead  and  profit.  25  per  cent..      .75 
1  Cost,  insurance,  and 

freight 35  per  cent..    1.05 

Frei^t  and  Insurance 

Duty,  at  60  per  cent  on  foreign  value. . 

1  tm  '       I  1  tt^ 

Overhead  and  profit  (33J  per  cent) . . . 

1.  Od 

.55 

-  X,  uw 

.53 

New  American  price.  100  per  cent. .    3. 00 

American  selling  price,  or  25  per  cent 
of  selling  price 

2.20 

2,13 

Manufactures  of  metal: 

Foreign  value 

1.00 
.05 
.45 

1.00 
.05 
.20 

Duty 35percent..     .92 

Overhead  and  profit.   25  per  cent..     .66 
Cost,  insurance,  and 
freight 40percent..    1.05 

New  American  price.  100  per  cent. .   2. 63 

Freight  and  Insurance 

Duty,  at  45  per  cent  on  foreign  value. . 

Overhead  and  profit  (331  per  cent). . . . 

1.50 
.50 

•1.25 
.42 

American  selling  price,  or  25  per  cent . . 

ZOO 

1.67 

Laces: 

Foreign  value 

Freight  and  insurance 

Duty,  at  60  per  cent  foreign  value 

1.00 
.05 

.60 

1.00 

.as ' 

.60  ' 

1 

Duty 42percent..    1.34 

Overhead  and  profit.   25  per  cent..     .80 
Cost,  insurance,  and 
freight 33peroent..    1.65 

New  American  price.  100  per  cent. .   3. 19 

1 
Overhead  and  profit  (33)  per  cent). . . 

American  selling  price,  or  25  per  cent.. 

L65 
.55 

M.65 
.65 

2.20 

2.20  1 

1 

1  55  per  cent. 


*  20  per  cent. 


'  60  per  cent. 
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From  the  above  figures  it  will  be  noted  that  while  the  rates  of  the  new  act  appear 
to  be  lower  than  those  of  the  Payne-Aldrich  law  of  1909,  reduced  to  meet  the  higher 
American  valuation  basis,  they  become,  as  a  matter  of  fact,  very  much  higher  when 
applied. 


I 


Decxinted  china. 

ICanufiKtuns  of  metid. 
Laces 


Act  of  1909:  Duty  on  foreign 
▼alue  taken  at  91  or  100  per 
cent. 


Rate  60peroent,duty60o6nt8. 
Rate  45  per  cent,duty  45  cents. 
Rate  60percent,duty60cents. 


New  bill:  Duty  on  American  selling  price  built 
from  same  foreign  value  basis  of^Sl. 


Rate40peroent,dutySl.aO;  increase  100  per  cent. 
Rate  35  per  cent,  duty  S0.92;  increase  104  per  cent. 
Rate42percent,dutySl^;  Increase  123  per  cent 


The  increases  over  the  act  of  1913  would  be  still  higher:  China, 
118  per  cent;  metal,  360  per  cent;  laces,  123  per  cent. 

The  Ctt»viBMAN.  What  is  the  general  conclusion  arrived  at  ? 

Mr.  Davis.  Taking  the  foreign  price  unit  at  100  per  cent  or  $1 
and  adding  5  per  cent  for  transportation  charges  and  insurance — the 
merchandise  tnat  I  use  in  European  merchandise,  and  I  am  taking 
an  arbitrary  amount  for  transportation — an  average  amount,  taking 
an  average  of  25  per  cent  for  overhead  and  profit,  and  considering 
the  duty  under  the  acts  of  1909  and  1913  upon  this  foreign  value 
basis  and  the  duty  under  the  new  act  upon  the  American  selling  price 
of  the  imported  article,  it  works  out  as  follows. 

I  shall  use  decorated  china  as  an  example.  This  is  decorated  china 
froin  Europe.  The  foreign  value  is  100  per  cent  or  $1.  The  freight 
and  insurance  would  be  5  cents.  The  duty  at  60  per  cent  ad  valorem 
under  the  act  of  1909  would  be  60  cents,  bringing  the  landed  price 
to  $1.65. 

The  merchant  wants  to  make  25  per  cent  to  cover  expenses  and 
profit  on  the  selling  price,  which  is  33  J  per  cent  of  this  landed  price, 
so  vou  add  55  cents  and  you  reach  his  American  selling  price  of 
$2.30. 

But  vou  can  readily  see  that  that  can  not  be  the  American  selling 
price  of  the  imported  article  upon  which  the  appraiser  will  appraise 
in  the  absence  of  a  comparable  and  competitive  domestic  article, 
because  the  new  rate  of  duty  figured  on  that  price  would  raise  the 
selling  price.  So  I  attempted  S)  show  in  the  last  column  how  the 
importer,  or  the  examiner,  would  work  out  what  the  new  price 
should  be. 

I  take  the  known  quantities.  The  duty  under  the  new  act  is  40 
per  cent  of  the  selling  price,  but  we  do  not  know  what  the  selling 
price  is  yet.  The  overhead  and  profit  amoimt  to  25  per  cent  of  the 
selling  price,  but  we  do  not  know  the  selling  price.  The  c.  i.  f .  cost 
is  the  only  known  quantity  in  money.  Duty,  40  per  cent,  overhead 
and  profits  25  per  cent,  that  makes  65  per  cent.  Inasmuch  as  the 
selling  price  must  be  100  per  cent,  the  c.  i.  f.  cost  therefore  becomes 
35  per  cent.  If  the  c.  i.  f.  cost  is  35  per  cent  of  the  selling  price,  such 
price  therefore  becomes  $3,  as  against  $2.30  when  the  duty  was  based 
on  the  foreign  price  of  $1. 

Manufacturers  of  metal  in  the  above  table,  a  wide  class  of  im- 
ports, shows  an  increase  of  104  per  cent.  On  laces,  which  amount  to 
many  millions  of  dollars  each  year,  the  increase  runs  up  to  123  per 
cent.  Applied  to  the  present  act,  it  shows  an  increase  on  chma 
of  118  per  cent;  metal,  360  per  cent;  and  laces,  123  per  cent.  So  it 
shows  that  it  is  absolutely  impossible  to  adjust  rates  under  this 
mathematical  formula. 
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The  Chairman.  Is  that  all  you  have  to  say  in  response  to  that 
inquiry? 

Mr.  Davis.  That  is  all  I  have  to  say  in  response  to  the  adjustment 
of  rates. 

The  Chairman.  If  the  committee  should  decide  to  adopt  the 
House  American-valuation  plan,  how  long,  in  your  opinion,  would 
it  take  the  Treasury  Department  to  gather  the  data  to  administer 
the  law  ? 

Mr.  Davis.  The  Ti'easury  Department,  in  gathering  that  data, 
would  undoubtedly  have  to  use  their  special  agents'  service.  The 
examiners  could  assist  a  great  deal,  but  they  could  not  leave  their 
daily  work  to  go  out  to  make  investigations,  so  we  would  have  to 
depend  more  or  less  upon  our  special  agents'  service. 

I  have  just  received  a  letter  irom  my  office  in  New  York  stating 
that  the  men  in  New  York — ^we  have  32 — are  working  day  and  night 
now  on  smuggling  and  are  investigating  the  various  claims  of  dump- 
ing  imder  the  emergency  act.  It  will  be  impossible  for  the  Treasury 
Department  to  turn  our  special  agents  loose  at  this  time  and  give 
them  this  other  task.  It  would  be  unpossible  to  say  to  the  examiners 
in  New  York,  "Drop  your  daily  duties  and  go  out  and  gather  this 
information."  They  can  get  a  certain  amount  of  it,  but  I  do  not 
think  they  can  get  enough  to  build  up  intelligent  rates  upon  this 
valuation  place. 

The  Chairman.  Could  you  be  furnished  with  an  additional  force? 

Mr.  Davis.  Yes;  we  could. 

The  Chairman.  How  many  more  men  would  you  need  to  add  and 
what  would  be  the  expense,  speaking  roughly?  I  do  not  expect  an 
accurate  estimate. 

Mr.  Davis.  I  think  if  we  had  25  or  30  men  to  turn  loose  right  away 
we  might  do  it. 

The  Chairman.  Those  men  would  average  how  much  compensa- 
tion?    What  would  be  the  total  wage? 

Mr.  Davis.  To  get  men  of  sufficient  intelligence  to  handle  the 

Sroposition  and  men  with  sufficient  knowledge  of  merchandise  to 
etermine  comparability,  I  think  you  would  nave  to  pay  at  least 
ten  or  fifteen  dollars  a  day. 

The  Chairman.  What  would  be  the  total  increase  amount? 

Mr.  Davis.  Provided  we  could  get  the  proper  men,  25  at,  say.  S12 
a  day  for  three  months  would  amount  to  $27,000.  With  this  force 
we  might  gather  in  most  of  the  big  lines  enough  foreign  and  domestic 
and  also  .£nerican  import  values  upon  which  to  determine  how  much 
to  reduce  the  Payne-Aldrich  rates  to  fit  the  higher  valuation  basis. 

The  Chairman.  How  long  would  it  take  under  present  conditions? 

Mr.  Davis.  I  would  not  want  to  say  under  six  months  with  our 
present  force. 

The  Chairman.  Within  six  months  you  could  probably  do  it? 

Mr.  Davis.  Yes.  Of  course  the  main  point  is,  could  we  get  men 
with  sufficient  training  to  gather  the  information,  if  we  hired  men  to 
do  it  quickly? 

The  Chairman.  That  is  what  I  want  to  know. 

Mr.  Davis.  Could  we  get  men  with  sufficient  experience  to  go 
out  and  gather  the  information  that  we  require?  We  might  get 
them  from  other  services,  such  as  the  Department  of  Commerce  or 
the  Tariff  Commission.  I  understand  the  Tariff  Commission,  as 
Mr.  Page  stated,  could  assist. 
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As  an  example  of  the  time  it  takes,  let  me  say  this:  I  have  se- 
cured a  tabulation  of  40  items.  Forty  items  is  nothing  compared 
with  the  items  coming  into  this  comitry,  but  it  has  taken  the  New 
York  examiners  three  weeks  to  get  the  information  they  have  now 
on  the  40  items.  They  all  say  that  these  articles  that  they  have 
used  may  be  comparable,  but  when  you  try  to  pin  them  down  as  to 
whether  the  article  is  really  comparable,  tney  say,  "Well,  I  do  not 
know;  it  is  as  close  as  I  can  get  to  it.'' 

The  Ohaibman.  This  information  has  to  be  kept  up  to  date  ? 

Mr.  Davis.  Absolutely. 

Senator  McLean.  If  ^ou  follow  the  present  plan  you  have  got 
to  get  the  foreign  valuation  ? 

Mr.  Davis.  Yes;  but  we  do  that  fairly  well  now. 

Senator  McLean.  Would  not  there  oe  a  great  many  difficulties 
in  securing  the  foreign  valuation  under  the  existing  chaotic  con- 
ditions there  ? 

Mr.  Davis.  The  principal  difficulty  we  encounter  is  lack  of  help. 

Senator  McLean.  Would  it  cost  any  more  to  get  the  .domestic 
valuation  than  the  foreign  valuation,  and  to  get  it  accurately  ? 

Mr.  Davis.  At  the  beginning  I  think  it  would,  but  after  the 
problem  had  been  worked  out  probably  it  would  not  cost  any  more 
to  get  the  American  information  than  it  would  the  f oreign  inf or- 
mation,  but  it  must  be  remembered  that  under  the  terms  of  this 
bill  we  must  get  both. 

The  Chairman.  One  more  question  and  then  I  shall  be  through. 
I  think  you  touched  on  it  yesterday,  but  I  should  like  to  have  you 
explain  clearly  just  what  cnanges  in  the  valuation  method,  in  your 
opinion,  could  be  made  in  order  to  expedite  and  to  put  into  effect 
at  once  an  adequate  tariff  system  in  the  United  States. 

Mr.  Davis.  Why,  I  think  everybody  that  has  the  interests  of  the 
American  manufacturer  at  heart,  as  I  certainly  have  and  as  I  am 
sure  all  of  our  customs  men  have,  would  like  to  have  a  valuation 
system  that  would  give  them  adequate  protection  against  foreign 
competition. 

The  plan  in  this  bill  is  to  take  the  full  domestic  price  for  com- 
parable products  and  apply  such  prices  to  the  imported  article. 
Before  you  can  use  this  price  it  is  admitted  rates  must  be  fairly 
accurately  reduced. 

I  think  I  have  shown  the  difficulties  in  reducing  the  rates.  If  you 
can  reach  the  same  result  without  reducing  the  rates  of  duty,  would 
it  not  be  preferable  ? 

I  think  I  also  brought  out  yesterday  that  if  you  attempt  to  put 
this  scheme  into  effect  suddenly  and  require  the  present  force  to  get 
the  necessary  information  on  a  given  day  it  will  soon  become  evident 
that  they  can  not  find  it  on  that  day,  or  the  next  or  the  next.  Now. 
what  is  going  to  happen  in  regard  to  the  second,  third,  fourth,  ana 
fifth. days'  work?  The  merchandise  will  pile  up  in  this  coimtry. 
What  will  be  the  residt  ?  You  will  either  have  to  repeal  the  bill  or 
the  Secretary  of  the  Treasury  will  have  to  take  some  drastic  action 
to  release  the  merchandise  without  appraisement. 

Isn't  it  far  better,  if  we  are  to  use  a  aomestic  price  at  all,  to  devise 
some  system  to  put  into  effect  gradually  ? 

The  system  that  I  suggest,  so  far  as  appraising  domestic  naer- 
chandise  is  concerned,  is  tnat  if  any  manufacturer  makes  an  article 
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that  has  its  counterpart  in  the  foreign  article,  let  it  be  given  to  the 
Secretary  of  the  Treasury  so  that  its  comparability  may  be  deter- 
mined before  anything  is  done.  After  that  fact  has  been  established 
instruct  all  appraisers  to  appraise  the  foreign  article  and  this  article 
alone  at  the  price  of  the  domestic  article  whose  comparabiUty  has 
been  established.  Not  gross,  however,  but  less  dutv,  transportation 
charges  of  the  foreign  article,  and  expenses  and  profit,  not  to  exceed, 
say  tentatively  now,  8  and  8  per  cent  to  reach  a  constructive  foreign 
market  value. 

Senator  Reed.  Constructive  foreign  or  domestic  value  i 

Mr.  Davis.  A  constructive  foreign  value  secured  from  the  value 
of  the  comparable  domestic  article,  less  deductions.  I  don't  think 
anybody  would  object  to  it. 

Gradually,  as  these  comparable  articles  come  forward — there  are 
claims  that  there  are  a  great  many  of  them,  but  I  do  not  think  there 
are— and  comparability  is  established  in  a  sensible  manner,  you  could 
apply  domestic  prices  with  deductions.  They  will  go  into  eflfect 
gradually.  It  would  not  disturb  the  machinery  of  the  customs 
service  a  particle.  As  to  all  other  merchandise,  it  should  be  ap- 
praised at  the  foreign  wholesale  market  value,  as  it  is  to-day. 

There  is  another  class  of  merchandise,  however,  that  must  be 
treated  in  a  diifferent  manner. 

Senator  Reed.  Before  you  leave  that  topic,  I  woidd  like  to  ask 
you  a  question.     Are  you  going  to  leave  that  topic  ? 

Mr.  Davis.  I  won't  if  you  have  any  questions. 

Senator  Reed.  I  do  not  want  to  interrupt  the  chairman. 

The  Chairman.  I  am  through,  Senator. 

Senator  Reed.  Let  me  see  if  I  understand  you.  I  have  not  had 
the  benefit  of  your  testimony.  I  have  been  imable  to  be  here. 
However,  you  have  this  morning  briefly  discussed  the  question  of 
raising  the  American  value.  I  imderstand  you  to  surest  a  plan 
different  from  that  in  the  bill  ? 

Mr.  Davis.  Yes,  sir. 

Senator  Reed.  And  different  from  the  present  l|i,w  ? 

Mr.  Davis.  Yes,  sir. 

Senator  Reed.  Not  that  you  recommend  it,  but  you  surest  it  as  a 
plan  which  might  gradually  put  into  effect  the  American  plan. 

Mr.  Davis,  if  you  desire  it;  yes,  sir. 

Senator  Reed.  Yes ;  you  do  not  stand  sponsor  for  the  change. 

Mr.  Davis.  No,  sir;  but  I  think  it  would  work  quite  fairly. 

Senator  Reed.  You,  as  I  understand  it,  propose  that  we  shall 
continue  to  make  values  as  at  present  and  ascertain  the  foreign 
prices  by  the  methods  now  existing  ? 

Mr.  Davis.  Yes. 

Senator  Reed.  That  is  step  No.  1. 

Mr.  Davis.  Yes,  sir. 

Senator  Reed.  If  an  American  manufacturer  brings  to  you  a 
particular  article  which  is  substantially  identical  with  a  foreign 
article  with  which  he  is  competing,  you  suggest  a  plan  of  ascertaining 
the  value  of  that  particular  foreign  article  by  takmg  the  price  of  the 
American  article? 

Mr.  Davis.  Yes,  sir. 

Senator  Reed.  The  selling  price  ? 

Mr.  Davis.  Yes. 
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Senator  Reed.  And  not  the  cost  ? 

Mr.  Davis.  The  selling  price. 

Senator  Reed.  And  you  deduct  from  that  8  per  cent  for  profit  1 

Mr.  Davis.  First  I  would  take  oflf  the  duty. 

Senator  Reed.  All  right.  I  do  not  care  which  end  we  begin  with. 
First  you  would  take  out  the  duty.  Second  you  would  take  out  8 
per  cent  profit  ? 

Mr.  Davis.  Well,  I  would  take  out  the  freight,  the  insurance,  and 
the  cost  of  bringing  it  over. 

Senator  Reed.  Let  me  get  it  in  order.  First  you  would  take  out 
the  duty;  you  would  subtract  the  duty  ? 

Mr.  Davis.  Yes,  sir. 

Senator  Reed.  Then  what  would  you  do  next? 

Mr.  Davis.  I  think  the  exact  way  would  be  to  take  the  freight  and 
insurance  first. 

Senator  Reed.  All  right;  let  us  get  it.     Freight  and  insurance. 

Mr.  Davis.  Then  duty. 

Senator  Reed.  Then  duty. 

Mr.  Davis.  Then  8  per  cent  for  expense  and  8  per  cent  for  profit. 

Senator  Reed.  Then  you  would  take  the  residuum,  that  which  was 
left  after  this  subtraction,  as  the  foreign  value  ? 

Mr.  Davis.  Yes,  sir. 

Senator  Reed.  And  thereafter  treat  that  as  the  foreign  value  ? 

Mr.  Davis.  Yes,  sir. 

Senator  Reed.  Don't  you  know  that  would  not  give  you  the 
foreign  value  at  all? 

Mr.  Davis.  No;  I  do  not. 

Senator  Reed.  It  can  not  give  you  the  foreign  value. 

Mr.  Davis.  I  think  it  would  approximate  it  very  closely. 

Senator  Reed.  Well,  let  us  see.  The  first  trouble  with  your 
equation,  in  my  judgment — and  I  will  state  it  that  way,  intending  it 
however,  as  a  question — is  that  you  are  taking  the  selling  price  of  the 
American  manufacturer. 

Mr.  Davis.  Yes. 

Senator  Reed.  The  American  manufacturer  mav  be  selling  at  a 
loss,  or  he  may  be  selling  at  a  profit  of  two  or  three  hundred  per  cent. 

Mr.  Davis.  Yes. 

Senator  Reed.  So  that  the  fij^t  thing  you  start  out  with  is  not  an 
article  of  the  value  as  determined  by  uie  cost  of  production,  but  as 
determined  by  the  ability  of  the  American  merchant  to  get  a  price. 

Mr.  Davis.  That  is  trup. 

Senator  Reed.  That  is  true,  is  it  ? 

Mr.  Davis.  Yes. 

Senator  Reed.  And  the  price  which  he  gets  will  depend  upon  a 
multitude  of  conditions.    Tnis  is  a  very  uncertain  thing,  is  it  not  ? 

Mr.  Davis.  Yes,  sir. 

Senator  Reed.  For  instance,  he  may  be  hard  up  and  have  to  unload 
his  stock,  in  which  event  he  might  be  selling  at  cost  or  below  cost. 

Mr.  Davis.  Yes. 

Senator  Reed.  He  might  even  be  selling  below  the  cost  of  foreign 
production  ? 

Mr.  Davis.  Yes,  sir. 

Senator  Reed.  On  the  other  hand,  he  might  be  so  situated  that 
he  could  sell  his  article  at  a  very  high  profit  ? 
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Mr.  Davis.  Yes,  sir. 

Senator  Reed.  That  is  true,  is  it  not  ? 

Mr.  Davis.  All  those  thin^  are  true,  Senator. 

Senator  Reed.  All  those  tnings  are  true.  So  that  your  eouation, 
when  you  work  it  out,  means  this,  that  you  not  only  start  trom  an 
unknown  quantity,  but  from  an  unknown  quantity  wnich  constantly 
fluctuates  and  wmch  furnishes  no  basis  of  real  value  ?^ 

Mr.  Davis.  You  never  could  get  at  real  cost  by  using  an  artificial 
basis. 

Senator  Reed.  No.  As  you  have  elements  in  your  equation  which 
are  constantly  fluctuating  and  which  do  not  necessarily  bear  any 
relation  to  the  real  cost,  your  equation  is  based  on  something  worse 
than  quicksand,  is  it  not  ? 

Mr.  Davis.  I  merely  offer  that,  Senator,  as  a  suggestion,  assuming 
Congress  would  desire  the  American  selling  price,  and  merely  from 
the  standpoint  of  offering  something  that  is  possible  of  adminisU*ation. 

Senator  Reed.  That  may  be  possible  of  administration  by  your 
office,  but  it  does  not  give  us  an  equitable  result. 

Mr.  Davis.  It  does  not  get  at  the  true  duty  at  the  ad  valorem 
rate  on  the  open  world  value  of  the  imported  article,  that  is  sure.  It 
only  approximates  it. 

^nator  Reed.  Yes.  There  is  another  element  in  it,  is  there  not^ 
namely,  that  it  places  the  control  of  the  duty  itself  in  the  American 
manuiacturer — not  the  rate  of  duty,  but  the  amount  of  duty  ? 

Mr.  Davis.  Only  to  an  extent. 

Senator  Reed.  Well,  to  an  extent. 

Mr.  Davis.  A  very  slight  extent. 

Senator  Reed.  For  instance,  an  American  manufacturer  or  a  com- 
bination of  American  manufacturers,  or  an  American  manufacturer 
of  a  specialty  which  he  controls,  if  he  advanced  his  price  10  per  cent 
could  thereby  advance  the  rate  of  duty  10  per  cent,  could  he  not? 

Mr.  Davis.  Yes. 

Senator  Reed.  And  if  he  could  advance  the  price  of  his  article  20 
per  cent  he  could  advance  the  rate  of  duty  20  per  cent? 

Mr.  Davis.  Yes;  but  inasmuch  as  the  cost  of  the  foreim  article 
remains  the  same,  if  he  advanced  his  price,  his  price  would  be  100 
per  cent,  but  the  advance  on  the  foreign  article  would  only  be  20 
per  cent,  if  that  were  the  rate  of  duty,  so  that  the  foreign  article 
would  imdersell  him. 

Senator  Reed.  I  am  talking  about  the  proportion  of  advance  in 
the  duty. 

Mr.  Davis.  Yes. 

Senator  Reed.  If  he  advances  the  price  20  per  cent  the  duty  goes 
up  20  per  cent  and  if  he  advances  it  30  per  cent  the  duty  goes  up  30 
per  cent,  is  that  true  ? 

Mr.  Davis.  That  is  true. 

Senator  Smoot.  It  is  the  duty  upon  the  advance. 

Senator  Reed.  I  imderstana  that  perfectly.  The  duty  on  the 
advance  goes  up  20  per  cent.  Of  course^  you  would  at  one  time  or 
another  approach  a  point  where  the  foreign  article  could  come  in. 

Mr.  Davis.  Yes. 

Senator  Reed.  But  it  remains  true  that  if  you  take  the  American 
valuation  every  time  the  American  merchant  can  advance  the  price 
of  his  article  he  advances  the  tariff  by  the  same  rate  of  percentage. 
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Mr.  Davis.  Let  me  give  you  an  illustration. 

Senator  Reed.  That  is  true,  isn't  it? 

Mr.  Davis.  To  a  certain  extent. 

Senator  Reed.  Well,  isn't  it  true  absolutely  ?  I  know  what  you 
have  in  your  mind.  I  would  like  to  get  out  what  I  have  in  mme. 
We  will  say,  for  instance,  that  the  price  of  an  article  to^ay  is  $1. 

Mr.  Davis.  Yes. 

Senator  Reed.  The  duty  is  50  per  cent,  or  50  cents. 

Mr.  Davis.  Yes. 

Senator  Reed.  The  American  price  on  the  article  is  raised  to  $2. 
I  will  take  a  verv  simple  illustration  and  one  which  will  work  against 
my  plan.    The  duty  upon  that  article  would  be  $1,  would  it  not? 

Mj.  Davis.  Yes. 

Senator  Reed.  He  seta,  then,  an  additional  50  cents  protection; 
although  he  has  raised  his  article  $1  he  gets  50  cents  of  protection. 
He  has  got  to  continue  that  process  until  he  has  reached  a  point 
where  his  rise  of  prices  has  become  so  great  that  the  percentage  upon 
tlie  duty,  the  duty  being  less  than  me  article,  and  the  percentage 
being  figured  on  that  smaller  sum — the  price  has  become  so  hi^h 
that  the  duty  can  be  paid  with  all  its  increases  and  the  article  would 
still  come  in  ? 

Mr.  Davis.  I  do  not  quite  agree  with  you.  The  landed  cost  of  a 
foreign  article,  we  will  say,  is  $7.50. 

Senator  Reed.  The  what? 

Mr.  Davis.  The  landed  cost.  The  American  selling  price  of  the 
domestic  article  is  $10,  we  will  say. 

Senator  Reed.  Very  well.  You  have  a  very  small  tariff  protection 
there. 

Mr.  Davis.  You  can  make  it  larger  or  smaller,  as  you  wish. 

Senator  Reed.  All  right;  we  wiU  take  your  %ure6. 

Mr.  Davis.  Now,  we  know  that  to  start  with,  and  we  set  a  rate 
of  25  per  cent,  which  gives  us  $2.50,  figured  on  the  $10. 

Senator  Reed.  Yes. 

Mr.  Davis.  All  right.  Now,  you  add  $2.50  to  the  $7.50,  which 
included  the  man's  profit,  and  you  bring  it  up  to  $10.  Then  they  are 
on  a  competitive  basis. 

Senator  Reed.  At  that  time. 

Mr.  Davis.  At  that  time.  You  say  that  the  American  manufac- 
turer is  goinff  to  pyramid  his  prices.  Let  us  see.  He  puts  it  up  to 
$12.    Then  uxe  duty  would  be  25  per  cent  of  $12,  or  $3. 

Senator  Reed.  Yes. 

Mr.  Davis.  You  add  $3  to  $7.50  and  you  get  $10.50  and  tmdersell 
him  at  once. 

Senator  Reed.  That  is  true  in  that  kind  of  an  article,  but  there  are 
plenty  of  articles 

Mr.  Davis.  He  would  undersell. 

Senator  Reed.  If  he  raised  it  that  much,  but  there  are  plenty 
of  articles  where  the  tariff  is  50  per  cent,  are  there  not? 

Mr  .  Davis.  Yes. 

Senator  Reed.  And  plenty  where  it  is  75  per  cent  ? 

Mr.  Davis.  Yes. 

Senator  Reed.  And  plenty  where  it  is  100  ? 

Mr.  Davis.  Yes. 

Senator  Reed.  You  have  assumed  in  your  statement  that  there 
is  no  difference  between  these  articles.     You  assumed  a  case  where 
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there  was  a  difference  of  only  25  per  cent  and  the  tariff  was  25  per 
cent. 

Mr.  Davis.  Yes. 

Senator  Rbed.  But  if  you  take  an  article  where  the  tariff  is 
200  or  300  per  cent,  the  case  would  not  work  out  the  same  way, 
would  it  ? 

Mr.  Davis.  The  ratios  would  work  out  differently. 

Senator  Reed.  The  ratios  would  work  out  differently.  That  is  it 
exactly. 

So  tnat  it  is  true  that  on  the  American  valuation  every  time  the 
American  raises  his  price,  automatically  the  tariff  is  increased  by  a 
percentage  equal  to  the  percentage  of  his  raise  of  price  ? 

Mr.  Davis.  Yes;  that  is  true,  provided  he  can  sell  it  after  he  gets 
it  raised. 

The  Chairman.  Have  you  concluded.  Senator  Reed  ? 

Senator  Reed.  That  concludes  that  line  of  questions.  The  witness 
was  going  on  with  another  topic. 

The  Chairman.  He  can  be  recalled. 

Mr.  Davis.  Mr.  Chairman,  in  this  substitute  plan  that  I  have  sug- 
gested there  is  another  feature  to  it,  and  that  is  whenever  the  foreign 
markets  are  closed  to  the  American  buyer,  in  the  case  of  consigned 

foods.  The  agent  or  branch  house  is  situated  in  this  country  and  all 
usiness  has  to  be  transacted  with  the  foreigner  in  this  country,  who 
is  satisfied  with  a  small  mill  profit.  He  has  transferred  part  of  his 
overhead  over  into  this  country  and  avoided  paying  duty  on  an  ex- 
pense which  belongs  in  the  foreign  country.  I  think  tnis  class  of 
merchandise  shoula  take  the  American  sellmg  price  of  the  imported 
article,  after  subtracting  the  duty,  the  freight  and  the  insurance,  and 
in  case  of  a  commission  not  more  than  6  per  cent  or  for  actual  pur- 
chases by  the  agent  not  to  exceed  8  and  8  per  cent.  If  the  foreign 
manufacturer  is  not  satisfied  with  this  plan  let  him  open  his  market. 

Senator  Reed.  Why  could  you  not  get  at  it  in  another  way? 
Why  could  you  not  ascertain  these  overheads  which  have  been  trans- 
ferred over  here  and  add  them  to  the  foreign  cost  ? 

Mr.  Davis.  You  could  do  that,  but  I  think  in  iny  way  you  get  it 
much  quicker  and  better,  because  the  items  that  1  speak  of  are  all 
known  and  right  before  you;  while  the  items  you  speak  of  will  have 
to  be  investigated. 

Senator  Reed.  The  items  you  speak  of  are  what  ? 

Mr.  Davis.  The  duty  is  known;  freight  and  insurance  also  known; 
the  arbitrary  8  and  8  per  cent  is  known,  because  the  law  savs  so. 

Senator  Reed.  Then,  why  not  take  the  foreign  price  and  add  to  it 
these  three  known  quantities  ? 

Mr.  Davis.  You  are  not  sure  of  the  foreign  price;  the  market  is 
closed. 

Senator  Reed.  The  only  difference  is  in  one  case  you  take  the 
American  valuation  and  make  three  subtractions  from  it,  and  in  the 
other  case  you  take  the  foreign  valuation  and  make  three  additions  to  it. 

Mr.  Davis.  We  are  doing  that  to-day  with  great  success  in  regard 
to  consimed  goods,  subtracting  other  items  from  the  American  price 
where  there  is  no  home  market  value. 

Senator  Reed.  If  there  is  no  home  market  value,  there  is  no  objec- 
tion, but  where  there  is  a  home  market  value  you  can  add  these  items 
just  as  well  as  you  can  subtract  them  from  the  American  value. 

Mr.  Davis.  Oh,  yes. 
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The  Chaibman.  Does  not  the  fact  remain  that  you  could  proceed 
to  administer  a  tariff  law  under  the  present  system  of  appraisement 
if  you  had  a  sufficient  number  of  invJ^tigators'abroad  in  furope  ? 

Mr.  Davis.  We  could  if  we  had  a  sufficient  force  and  they  were 
allowed  a  sufficient  amount  of  money  ho  travel  upon  so  they  did  not 
have  to  go  down  in  their  pockets  and  pay  their  own  expenses.  When 
you  send  a  man  to  a  foreign  country  for  three  or  five  years  he  has  to 
take  his  family  with  hun. 

The  Chairman.  Accepting  all  that,  if  you  had  60  or  70  men  over 
in  Europe  adequately  paid,  with  travel  allowance,  could  you  not 
administer  a  tariff  law  under  the  present  svstem  ? 

Mr.  Davis.  Absolutely;  with  some  slight  improvements  over  our 
present  system  to  cover  closed  markets. 

The  Chairman.  And  the  total  aggregate  expense  would  not  be 
very  great  ? 

Mr.  Davis.  No,  sir. 

Senator  La  Follbtte.  I  understood  Mr.  Davis  to  state  yesterday 
that  we  now  have  onlv  6,  and  that  if  we  had  12 

Mr.  Davis.  I  would  say  15. 

The  Chairman.  We  will  give  them  50. 

Mr.  Davis.  Say  15  to  25. 

Senator  La  Follette.  Twenty-five  would  cover  the  ground 
perfectly  ? 

Mr.  Davis.  If  we  had  60,  as  Senator  Penrose  says,  we  could  cover 
the  whole  world  without  any  question,  and  we  woiud  get  results. 

Senator  La  Follette.  And  that  would,  as  a  matter  of  fact,  result 
in  comparatively  a  very  light  charge  against  the  Government  ? 

Mr.  Davis.  But  a  slight  charge. 

Senator  La  Follette.  When  you  take  into  account  this  plan  where 
you  have  to  have,  as  you  said  yesterday,  an  army  of  experts  to  make 
your  comparisons  and  comply  with  the  law. 

The  Chairman.  This  last  plan  to  which  I  called  your  attention 
would  cost  less  money  than  the  execution  of  the  plans  under  the 
pending  bill,  would  it  not  ? 

Mr.  Davis.  By  far. 

Senator  Reed.  Would  not  the  information  which  these  agents  who 
were  sent  over  in  foreign  countries  obtained  be  of  verjrgreat  use  out- 
side of  the  mere  matter  of  fixing  tariff  valuations  ?  Would  not  the 
information  that  they  collect  with  reference  to  trade  conditions  and 
prices  in  foreign  countries  be  of  great  use  to  this  Government  outside 
of  the  mere  tariff  question  ? 

Mr.  Davis.  It  certainly  would,  because  the  information  that  they 
would  collect  would  have  to  be  accurate  and  before  a  price  was 
accepted  the  books  would  have  to  be  turned  to  and  the  actual  trans- 
actions where  merchandise  was  sold  at  that  price  would  have  to  be 
known.  If  the  information  was  not  gathered  m  that  way  it  would  be 
worthless  at  time  of  contest  before  our  Board  of  United  States  General 
Appraisers.  The  information  our  men  gathered  could  be  depended 
upon  and  would  be  accurate  for  the  use  of  anybody  who  desu-ed  to 
make  use  of  it. 

The  Chairman.  As  I  understand,  the  Government  and  American 
business  men  are  now  overwhelmed  with  publications  from  several 
departments  alleging  to  convey  much  of  this  information.  I  am 
advised  that  it  is  worthless  largely  on  account  of  its  inaccuracy  and 
general  character. 
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Mr.  Davis.  Principally  on  account  of  its  general  character,  Senator, 
not  its  inaccuracy. 

The  Chairman.  It  is  fine  for  publicity  work  in  Patagonia  or  some 
such  place,  but  of  little  or  no  use  in  selling  shoes. 

Mr.  Davis.  On  the  other  hand,  our  man  in  France  is  nearly  a  year 
behind  in  his  work. 

Senator  Smoot.  Mr.  Davis,  you  recognize  the  fact,  do  you  not, 
that  American  institutions  are  at  a  disadvantage  on  accoimt  of  the 
difference  in  foreign  exchange  ? 

Mr.  Davis.  Yes,  sir;  but  whenever  you  take  the  German  price  of 
to-day  at  the  great  number  of  marks  required  to  buy  the  article  and 
you  reduce  it  to  United  States  gold  at  a  cent  and  a  third,  and  you 
compare  that  gold  value  with  the  gold  value  of  1914,  you  find  that 
the  gold  value  lor  German  merchandise  is  much  higher. 

Senator  Smoot.  Not  nearly  as  much  higher  as  the  American  goods 
on  account  of  the  extreme  cost  of  making  them. 

Mr.  Davis.  Probably  that  is  true.  Senator. 

Senator  Smoot.  I  do  not  think  anyone  will  question  that. 

Mr.  Davis.  I  have  not  made  any  tests,  however. 

Senator  Smoot.  But  do  you  think  it  is  possible  to  put  in  a  straight 
specific  duty  in  case  there  are  specific  duties,  or  ad  valorem  duties 
in  case  there  are  ad  valorem  duties,  that  will  protect  the  American 
manufacturers  in  this  country  against  goods  that  wiU  come  from 
Germany  ? 

Mr.  Davis.  No,  sir;  but  if  vou  use  my  plan  of  putting  the  domestic 

J>rice  into  effect  gradually,  if  any  American  manufacturer  can  come 
orward  and  show  these  eveglasses,  that  we  will  assume  were  made  in 
Germany,  to  be  comparable  to  his  article  we  will  use  his  price,  less 
deduction,  and  no  one  need  worry  over  exchange. 

Senator  Smoot.  But  what  I  wanted  to  get  at  was  this :  Your  testi- 
mony so  far  would  lead  one  to  believe,  outside  of  your  plan  that  was 
suggested,  and  that  was  mereljr  a  suggestion,  that  the  rates  of  duty 
in  the  Pavne-Aldrich  bill,  if  carried  in  this  bill  here,  would  be  suflficient 
to  provicie  for  the  difference  of  exchange  in  cost  of  manufacture. 

Mr.  Davis.  Manytimes  over. 

Senator  Smoot.  There  is  another  question  involved  in  this. 

Senator  Reed.  One  moment.  I  want  to  have  that  question  and 
answer  read  to  me. 

Senator  Smoot.  He  said  ''Many  times  over";  that  it  would 
require  many  times  more  than  the  rate  in  some  cases,  and  in  others 
it  could  be  taken  that  the  Payne- Aldrich  rates  were  many  times  too 
high. 

Senator  Reed.  What  did  you  mean  ? 

Mr.  Davis.  I  mean  that  the  reduction  which  has  been  brought 
about  by  using  this  formula  that  I  explained  is  not  the  right  kind  of 
reduction.  It  is  more  than  adequate  to  cover  the  difference.  Con- 
sequently, if  you  use  this  alleged  lower  rate,  as  a  matter  of  fact,  you 
are  really  using  a  rate  that  is  very  much  higher  than  the  Payne- 
Aldrich  rate,  and,  consequently,  you  would  cover  any  difference  of 
exchange  many  times  over. 

Senator  Reed.  What  do  you  mean  by  ''this  alleged  lower  rate"? 

Mr.  Davis.  They  take  the  60  per  cent  rate  of  the  Payne-Aldrich 
law  and  add  that  to  100  per  cent,  which  is  supposed  to  be  the  foreign 
cost,  and  they  get  160.     They  then  divide  160  into  60  per  cent  and 
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get  37.5  per  cent,  and  that  becomes  the  new  rate.  But  when  you 
come  to  apply  that  rate  of  37.5  per  cent  on  actual  price 

Senator  Keed.  The  American  price  ? 

Mr.  Davis.  Yes — ^you  are  getting  an  amount  of  duty  far  in  excess 
of  what  you  would  have  gotten  on  60  per  cent  on  the  market  value. 

Senator  Reed.  You  mean  the  European  value  ? 

Mr.  Davis.  Yes,  sir. 

Senator  Smoot.  I  will  say  to  the  Senator  from  Missouri  that  he  was 
not  here  when  this  system  was  explained  that  had  been  adopted  by  the 
House.  Of  course,"  I  understooa  the  answer  that  the  witness  made 
because  it  was  based  upon  that  former  statement. 

The  Chairman.  I  want  to  say  that  by  the  consent  of  the  committee 
there  are  several  business  men  here  to  be  heard  and  some  of  them 
come  from  a  considerable  distance,  others  reside  nearby.  I  think  it 
would  be  a  hardship  to  postpone  hearing  those  gentlemen  who  have 
come  from  a  distance,  and  if  the  committee  is  through  with  the  exami- 
nation of  the  customs  experts  for  the  present — and  they  can  be  re- 
called at  any  time — we  will  now  call  upon  some  of  the  eight  or  ten 
gentlemen  who  want  to  be  heard  on  the  valuation  Question.  I  will 
Srst  call  on  Mr.  Thomas  H.  Eddy,  representing  Marsnall  Field  &  Co. 

8TATSKENT  OF  THOMAS  H.  EDDT,  CHICAGO,  ILL.,  BEPBESENTINa 

MARSHALL  FIELD  &  CO. 

The  Chairman.  Mr.  Eddy,  you  reside  in  Chicago  ? 

Mr.  Eddy.  I  do,  sir. 

The  Chairman.  And  you  represent  Marshall  Field  &  Co.  ? 

Mr.  Eddy.  I  am  on  the  managing  staff  of  Marshall  Field  &  Co. 

The  Chairman.  Will  you  state  concisely  to  the  committee  your 
views  on  the  subject  of  American  valuation  ? 

Mr.  Eddy.  1  might  preface  my  remarks  by  stating  that  we  appear 
rather  in  a  dual  role,  as  we  are  large  domestic  manufacturers  as  well  as 
heavy  importers.  We  have  manufacturing  plants  in  seven  different 
States  of  the  Union. 

Senator  Watson.  Have  you  manufacturing  plants  abroad  also  ? 

Mr.  Eddy.  We  have  none  abroad.  We  buy  in  the  open  market 
abroad. 

Senator  Smoot.  Your  importation  business,  however,  is  the  main 
part  of  your  business  i 

Mr.  Eddy.  Not  at  all.  Our  manufacturing  is  several  times  our 
imports. 

Senator  Smoot.  What  kind  or  class  of  goods  are  you  making  ? 

Mr.  Eddy.  We  are  making  muslin  underwear,  silks,  rugs,  various 
kinds  of  cotton  goods,  ginghams,  domestics,  sheets,  pillows,  pillow 
cases,  bed  spreads,  towels,  knittinj^  cotton,  laces,  lace  curtains,  etc. 

Senator  omoot.  Do  you  manufacture  the  article  that  makes  the 
pillow  cases } 

Mr.  Eddy.  Yes;  we  spin  and  manufacture  from  the  raw  cotton  in 
our  southern  mills. 

The  Chairman.  How  many  States  are  your  manufacturing  plants 
located  in? 

Mr.  Eddy.  They  are  located  in  seven  States. 

The  Chairman.  Can  you  state  some  of  the  principal  States  in 
which  you  are  located  ? 

Mr.  Eddy.  Yes;  New  York,  New  Jersey,  Pennsylvania,  Vii^inia, 
North  Carolina,  Indiana,  and  Illinois. 
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The  Chairman.  Now,  will  you  go  on  in  your  own  way  and  state 
your  views  on  this  American  valuation  system  ? 

Mr.  Eddy.  In  considering  this  question  I  divide  section  402  into 
two  parts,  the  first  referring  to  comparable  and  competitive  goods  of 
the  United  States.  It  is  an  essential  and  necessary  part  of  our  busi* 
ness  that  we  sell  for  future  delivery;  for  example,  our  goods  being 
sold  in  the  spring  for  delivery  in  the  late  summer  and  fall. 

So  far  as  our  foreign  business  is  concerned,  our  buyers  go  to  Europe, 
and  under  the  proposed  plan  we  see  no  way  of  buying  in  the  marKet 
with  any  degree  of  certainty  as  to  what  our  costs  would  be  when  they 
would  iJe  determined  by  the  wholesale  price  in  this  country  of  some 

§oods  of  which  we  may  have  no  knowledge,  and  these  costs  to  be 
etermined  upon  a  factor  of  that  kind  when  we  are  selling  our  goods 
in  advance  of  the  arrival  of  the  merchandise  here.  We  can  not  know 
the  amount  of  duty  nor  our  costs  until  the  goods  actually  arrive  and 
pass  through  the  customhouse  under  this  plan. 

We  feel  pretty  strongly  that  such  imports  as  might  come  under 
this  class  would  be  very  lai^ely  reduced,  if  not  wiped  out  altogether. 

I  would  further  say  that  if  we  could  import  any  under  these  condi- 
tions, it  would  be  necessary  to  protect  our  interests  to  practically 
protest  or  appeal  upon  every  item  that  was  valued  on  this  basis. 

Senator  Watson.  Are  any  of  your  imports  on  the  free  list? 

Mr.  Eddy.  We  have  only  jute  burlap.    That  has  been  on  the  free  list. 

Perhaps  the  most  senous  objection  from  our  standpoint  is  to 
the  second  part  of  section  402.  This  section  apparently  covers  com- 
modities wnich  are  not  comparable  or  competitive  with  domestic 
Eroducts.  Under  this  portion  of  the  section  as  drawn  the  way  would 
e  open  to  foreign  manufacturers  to  close  their  markets  abroad  to 
purcnasers  like  ourselves,  shipping  their  goods  to  a  selling  agent  in 
this  country  who,  by  fixing  his  price  for  sale,  would  practically  deter- 
mine the  amount  of  duty  assessable  upon  his  article.  The  foreim 
manufacturer  will  have  His  foreign  mill  profit  together  with  a  pront 
in  this  country  over  his  selling  expenses  and  still  control  the  market. 
These  profits  instead  of  coming  into  the  hands  of  the  American  mer- 
chants will  go  abroad. 

All  previous  tariff  acts  have  had  this  feature  of  consigned  mer- 
chandise in  mind,  and  I  think  that  the  section  as  drawn  will  largely 
nuUifv  anything  that  Congress  has  done  and  the  work  of  the  Treas- 
ury ofificials  in  protecting  oiir  industries  here  against  such  competition. 

The  Chairman.  Did  you  present  these  views  to  the  Ways  and 
Means  Committee  of  the  House? 

Mr.  Eddy.  Substantially  so;  yes,  sir. 

The  Chairman.  Well,  it  apparently  failed  to  make  an  impression 
on  them. 

Mr.  Eddy.  It  apparently  did;  yes,  sir. 

Senator  McLean.  Do  vou  import  articles  which  compete  with  the 
articles  which  you  manufacture  ? 

Mr.  Eddy.  In  some  degree.  We  largely  are  manufacturing  staple 
articles,  although  we  do  import  some— nandkerchiefs,  bedspreads, 
some  muslin  underwear. 

Senator  McLean.  Are  these  fairly  comparable  with  the  articles 
that  you  produce  ? 

Mr.  Eddy.  Not  entirely  so. 

Senator  McLean.  Most  of  your  importations  are  noncompetitive 
goods,  are  they  not? 
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Senator  Watson.  That*  is,  noncompetitive  with  what  they  make 
in  this  comitry  ? 

Senator  Met jEan.  Yes. 

Mr.  Eddy.  With  what  we  make,  or  what  others  make  ? 

Senator  McLean.  What  you  make. 

Mr.  Eddy.  In  a  lai^e  measure;  yes,  sir. 

Senator  MgI^ean.  Can  you  give  the  committee  any  idea  of  the  per- 
centage of  your  foreign  importations  compared  with  your  total 
annaal  turnover? 

Mr.  Eddy.  Would  you  clarify  that  question  ? 

Senator  McLean.  What  percentage  of  your  annual  turnover  of 
goods  do  you  import? 

Mr.  Eddy.  Do  you  mean  by  that  the  foreign  value  or  the  landed 
value? 

Senator  McLean.  Well,  either. 

Mr.  Eddy.  You  would  have  to  take  the  landed  value,  because  that 
is  our  cost. 

Senator  McIjEAN.  Take  either  one. 

Mr.  Eddy.  Around  10  per  cent,  ranging  from  10  to  15  per  cent  in 
different  years. 

Senator  McLean.  So  that  you  manufacture  here  90  per  cent  of 
your  sales? 

Mr.  Eddy.  Well,  we  are  buying  in  the  open  market  as  well  as  man- 
ufacturing. 

Senator  McLean.  Goods  that  are  produced  in  this  country  ? 

Mr.  Eddy.  We  are  buying  in  the  open  market  in  those,  too. 

The  Chairman.  Do  you  bring  mucn  stuff  over  here  by  the  post? 

Mr.  Eddy.  Probably  not  as  much.  Senator,  as  many  others  do, 
because  we  have  our  established  offices  abroad,  and  they  look  after 
the  consolidation  of  shipments,  so  that  we  probably  nave  a  less 
amount  of  that  than  many  other  people. 

Senator  McLean.  I  suppose  tne  articles  you  manufacture  here 
come  in  competition  with  loreign  goods? 

Mr.  Eddy.  In  a  measure  they  do;  that  is  the  general  class  of  com- 
petition. 

The  Chairman.  Have  you  any  amendments  to  suggest  to  this 
part  of  the  bill,  or  do  you  object  to  the  whole  proposition? 

Mr.  Eddy.  I  have  a  little  more  to  add.  Senator,  if  I  may. 

The  Chairman.  Go  on. 

Mr.  Eddy.  While  we  all  believe  in  a  fair  measure  of  protection  for 
American  industries,  and  we  are  satisfied  with  any  reasonable  rates 
that  may  be  fixed,  provided  they  are  levied  in  a  clear,  straight- 
forward way,  we  fed  that  the  bill  as  drawn  meets  neither  requirement. 

For  the  information  of  the  committee  we  have  selected  a  number 
of  imported  articles  in  the  statement  I  wish  to  submit  herewith. 

I  took  at  random  a  number  of  items  which  we  are  importing,  show- 
ing the  rate  and  amount  of  duty  which  we  are  paymg  under  the 
present  law,  our  landed  cost,  and  our  selling  price.  Then  we  have  esti- 
mated the  amount  which  we  would  have  to  sell  these  articles  for  to 
produce  the  same  profit  to  ourselves  and  pay  the  duty  as  under  the 
Fordney  bill.  In  another  column  we  have  figured  out  the  percentage 
equivalent  of  these  amounts  of  duty  to  the  foreign  value. 

Senator  Smoot.  Will  you  put  that  full  statement  in  the  record  ? 

Mr.  Eddy.  I  will  file  it  in  the  record. 

(The  statement  above  referred  to  is  as  follows :) 

81627— 22— A  V ^9 
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Senator  Watson.  Will  you  give  two  or  three  illustrations  from 
that  statement  ? 

Mr.  Em)Y.  They  vary  from  65  per  cent,  which  is  the  percentage 
that  this  new  law  would  bear  to  tne  foreign  cost,  to  177  per  cent. 

The  Chairman.  Name  a  few  of  the  staples. 

Mr.  Eddy.  French  leather  gloves  woula  run  about  100  per  cent. 

Senator  Reed.  What  do  you  mean  by  that,  100  per  cent  above  the 
present  tariflF  ? 

Mr.  Eddy.  No;  100  per  cent  of  the  foreign  cost,  the  price  that  we 
would  pay  abroad.  Cotton  hosiery,  one  item  110  per  cent;  another 
item  115  per  cent. 

Senator  Watson.  You  said  you  had  there  for  1909  and  1913  the 
tariff  you  now  pay  ? 

The  Chairman.  Do  you  consider  the  hosiery  rate  too  high  ? 

Mr.  Eddy.  As  fixed  under  this  bill  it  is  110  to  115  per  cent.  I 
would  say  that  would  be  too  high. ' 

Senator  Smoot.  Is  that  on  the  foreign  value  ? 

Mr.  Eddy.  Yes,  sir. 

Senator  Smoot.  Added  to  that  would  be  the  freight 

Mr.  Eddy.  No;  I  am  just  comparing  the  amounte  of  duty.  That 
is  merely  a  comparison  of  the  amounts  of  duty. 

Senator  Smoot.  Then,  you  have  to  take  out  of  that  the  freight 
and  the  expense  of  selling,  and  so  forth  ? 

Mr.  Eddy.  On  leather  gloves,  on  which  we  paid  $2  a  dozen,  we 
would  have  to  pay  $14.60,  raising  our  price  from  $22.50  to  $39.  On- 
another  item,  on  which  we  pay  $2  a  dozen  now,  we  would  then  be 
called  upon  to  pay  $15.75  and  to  raise  our  price  from  $24  to  $42. 

Senator  Reed.  What  is  that  item  ? 

Mr.  Eddy.  Leather  gloves.  On  cotton  hosiery,  one  item  the  duty 
would  amount  to  $1.22  under  the  present  law,  under  the  proposed 
law  $2.80;  and  we  would  have  to  advance  our  price  from  $6  to  $8  a 
dozen.  On  another  item  of  hosiery  the  duty  would  amount  to  92 
cents  a  dozen  and  under  the  proposed  law  $2.10,  and  we  would  have 
to  advance  our  price  from  $4.50  to  $6  a  dozen. 

Senator  Reed.  Now,  wait  a  minute.  Will  you  tell  me  why,  if  the 
duty  is  advanced  from  92  cents  to  $2.10,  you  have  to  advance  your 
price  to  from  $4.50  to  $6  ? 

Mr.  Eddy.  Well,  we  are  paying  $1.18  more  duty,  and  we  are  figur- 
ing the  same  percentage  of  profit  on  the  investment  as  we  figured 
before. 

Senator  Reed.  But  how  do  you  get  it  then  ? 

Mr.  Eddy.  I  do  not  understand  you,  Senator. 

Senator  Reed.  May  I  have  that  paper  to  use  for  a  moment  ?  I 
take  now  the  item  of  leather  gloves.  I  am  going  to  read  this,  with 
the  permission  of  the  committee.  **  Leather  gloves,  women's. 
Country,  France.     Fes.''     What  does  that  mean? 

Mr.  Eddy.  Francs. 

Senator  Reed.  *' Foreign  cost,  202  francs  per  dozen.  Duty  $2. 
Landed  cost  $17."  Now,  that  means  that  these  gloves  cost  you 
landed  in  this  country  $17  a  dozen,  does  it  not? 

Mr.  Eddy.  Yes,  sir. 

Senator  Reed.  I  continue  reading:  *' Present  selling  price  $22.50." 
That  means  that  you  would  sell  those  gloves,  which  cost  you  landed 
here  $17,  for  $22.50,  and  you  make  a  profit  of  $5.50.  The  new  duty 
is  37^  per  cent  figured  on  tne  $22.50,  and  you  carry  that  out  at  $14.60 
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Senator  Smoot.  It  is  not  that. 

Mr.  Eddy.  It  is  35  per  cent  duty. 

Senator  Smoot.  That  would  be  $7.72  as  the  duty. 

Senator  Reed.  You  have  carried  it  out  here  as  $14.60. 

Mr.  Eddy.  I  can  not  remember  the  tariiOF,  but  there  is  a  provision 
in  there  for  certain  specific  rates  of  duty,  but  not  less  than  37^.  I 
can  not  explain  that  to  you  without  checking  up  the  items. 

Senator  Keed.  Well,  you  can  very  readily  see  that  37^  per  ceat 
duty  figured  on  $22.50  will  not  give  you  $14.60.  We  run  into  a 
manifest  mistake  in  figures,  it  seems  to  me. 

Senator  Smoot.  That  is  only  a  mistake  of  100  per  cent,  but  that 
is  not  as  much  as  the  balance  of  it. 

Senator  Reed.  There  may  be  some  other  duty  to  add  in  there,  but, 
if  80,  it  is  not  shown  in  the  table. 

Mr.  Eddy.  It  is  not  shown  in  the  table  here.  That  is  right.  Sena- 
tor; that  would  figure  out  aroimd  50  per  cent  duty  on  the  gloves. 

Senator  Reed.  Mr.  Chairman,  I  beg  to  suggest  that  before  this  table 
goes  into  the  record  the  witness  be  permitted  to  stand  aside  and  check 
up  his  statement  so  that  he  can  speak  to  us  with  accuracy,  because  I 
find  that  in  these  hearings  the  value  is  largely  lost,  owing  to  the  fact 
that  we  get  a  lot  of  things  mixed  up  and  have  a  lot  of  cross-examina- 
tion instead  of  clear  statements. 

The  Chairman.  I  think  in  reading  the  record  the  last  10  minutes 
of  this  hearing  would  be  quite  confusing. 
'     Senator  Smoot.  Not  nearly  as  confusmg  as  the  figures  presented. 

The  Chairman.  I  have  no  doubt  of  that. 

Senator  McLean.  Are  these  articles  which  you  are  calling  attention 
to  articles  which  you  imported  ? 

Mr.  Eddy.  Yes,  sir. 

The  Chairman.  Do  you  produce  any  of  them  in  this  country 
yourself  ? 

Mr.  Eddy.  Not  these  articles. 

The  Chairman.  Then  you  speak  as  an  importer  in  this  matter  ? 

Mr.  Eddy.  On  this  particular  thine,  yes;  sir. 

Senator  Smoot.  This  table  simply  snows  this:  That  for  the  addition- 
al tariff  that  he  speaks  of  here — and  he  claims  it  to  be  $22.50  as  the 
selling  price  on  account  of  the  additional  tariff — ^it  is  to  be  sold  for 
$39.     ThsLt  is  a  difference  of  $16.50,  and  the  tariff  is  $7.72. 

Mr.  Eddy.  That  is  an  estimated  figure.  It  would  follow  any  tariff, 
and  the  tariff  would  follow,  all  the  way  through,  the  selling  price 
as  well. 

If  the  duty  is  changed,  the  selling  price  would  change  also,  because 
this  is  merely  an  estimate. 

The  Chairman.  Would  it  not  be  a  good  idea  for  you  to  take  these 
figures  and  revise  them  and  appear  before  the  committee  later  ? 

Mr.  Eddy.  I  should  like  to  appear  before  the  committee  again  this 
afternoon,  if  possible. 

Senator  Reed.  When  you  go  to  revise  the  table  I  beg  to  suggest 
that  you  bring  back  the  original  with  you. 

The  Chairman.  It  has  been  orderea  to  be  printed  in  the  notes. 
The  committee  will  be  in  session  until  5  o^cIock  this  afternoon,  Mr. 
Eddy,  and  if  you  will  come  back  with  your  data  in  acciu'ate  shape  we 
shall  be  glad  to  hear  you.  Have  you  any  further  statement  to  make 
to  the  committee  now  ? 
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Mr.  Eddy.  Yes,  Senator,  I  have  a  statement  showing  the  foreign 
prices  of  imported  commodities,  the  price  which  we  paid  in  1914  and 
similar  goods  imported  in  the  fall  of  1920  and  1921,  the  first  reduced 
at  the  normal  rates  of  exchange  and  the  second  reduced  at  the  current 
rat^  of  exchange,  which  will  show  the  change  in  the  level  of  prices. 

Senator  McLean.  Data  from  what  countries  ? 

Mr.  Eddy.  They  are  from  France,  England,  Germany,  Japan, 
Switzerland;  all  countries. 

The  Chairman.  Do  you  desire  to  have  that  printed  in  the  record  ? 

Mr.  Eddy.  Yes,  sir. 

The  Chaibman.  It  will  be  printed  then. 

(The  statement  above  referred  to  is  as  follows :) 

Comparison  of  foreign  prices  of  imported  commodities ,  1914  and  19t0-21. 


Bepart- 
xnent. 

1914 

1920-21 

DeacripUon. 

Country. 

Foreign 

Rate. 

Dol- 

Foreign 

Rate. 

Dol- 

*   price. 

lars. 

price. 

lars. 

Per 

Per 

etrU. 

cent. 

3 

Wool  cr6pe,  43  inches 

France.. 

1.67  francs... 

0.193 

0.32i 

19.26  ft-ancs.. 

0.06i 

1.26i 

4 

Btik  fabrics,  8^  mUlimeters 
(36  inches). 

Japan... 

9.10  yen 

.50 

4.55 

10.30  yen.... 

.50 

5.16 

4 

SUk  fabrics,  4^  millimeters 
(27  Inches). 

...do.i.. 

8.80  yen 

.50 

4.40 

11.40  yen 

.50 

6.70 

4 

Cotton  Telveteen,  44  inches 

England 

4a.  9d 

4.86 

1.15i 

Us.  2d 

3.75 

2.091 
L06{ 

4 

Cotton  velveteen,  27  inches 

...do 

3s.  4d 

4.86 

.81 

6s.74d 

5s.  2d 

3.75 

4 

Cotton  velveteen,  24  inches 

...do 

2s.  id 

4.86 

«-*^ 

3.75 

.97 

15 

Cotton  hose 

Germany 
...do.. . . 

8.40  marks. . 
8.80  marks.. 

.24 
.24 

2.02 
2.11 

195  marks... 
225  marks... 

.015 
.015 

2.98 

15 

do 

3.38 

15 

do 

...do 

6.20  marks. . 

.24 

1.49 

220  marks... 

.105 

3.30 

15 

do 

...do.. . . 

8.40  marks. . 

.24 

2.02 

290  marks... 

.105 

4.36 

15 

do 

...do 

5.60  marks. . 

.24 

1.34 

195  marks... 

.105 

2.93 

15 

do 

England 

...do 

...do 

15s.  6d 

10s.  6d 

12s.  8d 

4.86 
4.86 
4.86 

3.77 
2.65 
3.08 

41s. 6d 

29s 

3.76 
3.75 
3.75 

7.78 

15 

do 

Wool  hose 

6.44 

15 

30s.  9d 

6.77 

16 

Ladies'    cotton    chamois 

Germany 

5  marks 

.24 

1.20 

160  marks... 

.Oli 

2.40 

■ 

suede  gloves. 

■ 

16 

do 

...do 

8. 75  marks... 

.24 

2.10 

350  marks... 

.OU 

5.25 

16 

Ladies'  cotton  lisle  suede 
gloves. 

...do 

5..'i0  marks... 

.24 

1.32 

160  marks... 

.01^ 

2.40 

16 

do 

...do 

9  marks 

.24 

2.16. 

350  marks... 

.OU 

5.26 

16 

Ladies,  cotton  lisle  cha- 
moisette  gloves. 

...do 

4.75  marks... 

.24 

1.14 

225  marks... 

.01^ 

3.38 

16 

do 

...do 

9.40  marks... 
2s.9id 

.24 

4.86 

2.26 

.68 

400  marks... 
9s.  4d 

.Oli 
3.75 

6.00 

18 

Linen  damask,  72-inch 

Linen  cloths  3/4 

England 

L75 

18 

...do 

3s.2ld 

6s.  3d 

4.86 

.78 

15s.  6d 

3.75 

2.91 

18 

Linen  napkins  2^/22 

...do 

4.86 

L52 

20s.  2d 

3.75 

3.78 

18 

Plain  linen,  a6-inch 

Linen  damask 

...do 

...do 

9Jd 

4.86 
4.86 

.18 
.50 

19id 

8s.  5d 

3.75 
3.75 

.301 

18 

2s.  Id 

1.68 

18 

Linen  napkins 

...do 

3s.  9d 

4.86 

.91, 

13s.  3d 

3.75 

2.49 

18 

Linen  crash 

Ladles'  lamb   shoes,    16 

...do 

Germany 

2|d 

4.86 
.24 

.05i 
12 

lOid 

1,424  marks.. 

3.75 
.015 

A6h 

19 

50  marks 

21.36 

button,  overseam. 

19 

Ladles,  real  kid,  2  clasps, 
overseam. 

.  ..do 

24  marks 

.24 

5.76 

800  marks... 

.015 

12.00 

19 

do 

Franco.. 

35.25  francs.. 

.193 

6.80 

280  francs... 

.005 

18.20 

19 

do 

...do 

40  francs 

.103 

7.72 

303  francs... 

.065 

19.70 

19 

Ladies'  real  kid,  2  clasps, 

...do 

40  francs 

.193 

7.72 

311  francs... 

.065 

20.22 

19 

piQue. 
do 

...do 

47 .50  francs.. 

.193 

9.17 

370  francs . . . 

.065 

24.05 

19 

Ladies'  real  lud,8-button, 
overseam. 

...do 

50  francs 

.193 

9. 65 

4.:0  francs. .. 

.065 

27.30 

19 

Ladies'  real  kid,  12-button, 
overseam. 

...do 

60  francs 

.193 

11.58 

5a3  francs... 

.065 

32.70 

19 

Ladies'  real  kid,  16-button, 
overseam. 

...do 

89  francs 

.193 

17.18 

003  francs. .. 

.065 

39.20 

19 

Ladles*  rwil  kid,  2f).but  ton, 
overseam. 

do 

101  francs . . . 

.193 

19.49 

SI.*?  francs.  .. 

.06.«i 

52.85 

21 

Watrhes 

Swi  t  z  - 
erland. 

1 1 .80  francs. . 

.193 

2.28 

24.  j()  francs.. 

.16 

3.92 

21 

do 

...do 

15.25  francs.. 

.193 

3.14 

2S.75  francs.. 

.16    1  4.60 

21 

do 

do 

3i;.2.">  francs.. 
11.40  francs.. 

.  193 
.193 

6.22 
2.20 

4S.j()  francs.. 
20. .so  francs.. 

.  If.       7. 76 

21 

Fearl  beads 

Fratice.. 

.(Mm     1.35 
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Depart- 
ment. 


23 

23 

31-32-36 

31-32-36 

31-32-36 

31-32-30 

31-32-36 

31-32-36 

31-32-36 

31-32-36 

31-32-36 

31-32-36 

31-32-36 

31-32-36 

31-32-36 

31-32-36 

31-32-36 

31-32-36 

33 

33 

33 

33 

33 

33 
33 
41 
44 
44 
44 
44 

44 

46 
46 
46 
40 
46 
46 
46 
46 
46 
43 
46 
46 
46 
46 
46 
46 


Description. 


Hair  nets,  silk 

Needles 

Cotton  lace 

do 

>Vash  blonde  net,  cotton . . 

Cotton  cable  net 

Cotton  point  de esprit  lace. 

Silk  illusion  net 

Silk  net 

Cotton  yarn,  88/2 

Cotton  jrarn,  160/2 

Lace 

•  •  ■  •  ■  \Av*  •••••••••■••«••••••• 

«  •  •  •  •  ^Aw«  ••••••■•••■••••••••• 

•  •  •  •  "^Aw*  •■••«   •••••■••   ••   •••■   • 

Maline  net 

Chiffon 

Chiffon  veiling . . . 

Cotton  laoe  curtains 

■  •  •  •  •*"^^«  ••••■•*•••••■•■  ••■•• 

•  •  •  •  •\Aw*  ■•••■•••.■••..••«•«  • 

C-otton  madras 

Cotton  Irish  point  curtains 


do 

Toys 

Handkerchiefs,  linen . 

Dress  linen 

Cotton,  pearllnelawn 
Cotton,  organdie 


.do. 


36-inch  linen  cambrics. 

do 

38-inch  linen  cambrics. 

do 

....do 

....do 

....do 

4')-inch  linen  cambrics. 
.'W-inch  linen  cambycs. 
3»-inch  linen  cambrics. 

35-inph  sheer  linens 

39-inch  sheer  linens 

....do 

....do 


Country. 


France. , 
England 

•  •  •  \A(/*  •  •  •  • 

...do 

•  •  ■  vA(^«  •  •  •  • 

...do 

. .  .do 

...do 

...do 

■   •    vXH^*  •  •   •   • 

. .  .do 

France. . 

.  ..do 

...do 

do 

...do 

•  •  •  \A^v  •  ■  •  •  • 

...do 


England 
. .  .do 

•  •  •\J%^»  •  *  •  • 

...do 

SwItEcr-. 
land. 

...do 

. .  -do 

Germany 

Ireland.. 
...do 

England 

Swftter- 
land. 

France. . 

Ireland.. 

...do 

...do 

...do 

..  .do. . . . 
. .  .do. . . . 

..  .do 

. .  .do 

do.  — 

. .  .do 

..  .do 

. .  .do 

. .  .do . 

..  .do. . . . 

.do 

.do. . . . 


1914 


Foreign 
price. 


5.65  francs.. 

8s.  6d 

7d 

7d 

^:::;:;::: 

4d 

Sfd 

21Jd 

2s.  lOJd 

58.  2d 

0.075  Cranes. 
0.1175  francs 
0.04  francs. . 
0.0765  francs 
0.26  francs.. 
0.80  francs. . 
0.74  francs. . 

6s.  6d 

9s 

6s.  5d 

5d 

11.80  francs. 

15.50  francs. . 
15.10  francs. 
9.75  marks. . 

7W 

6M 

4id 

0.99  francs... 

• 

1.25  francs... 
6d 

7 

8}d. 

9td- 
lid. 
12d. 
13|d 
Mid 
9d.. 
9id. 
Hid 
12fd 
laid 
16|d 


Rate. 


Per 
cent. 
1.93 
4.86 
4.^ 
4.86 
4.86 
4.86 
4.86 
4.86 
4.86 
4.86 
4.86 
.193 
.193 
.193 
.193 
.193 
.193 
.193 
4.86 
4.86 
4.86 
4.86 
.193 

.193 

.193 

.24 
4.86 
4.86 
4.86 

.193 

.193 
4.86 
4.86 
4.86 
4.86 
4.86 
4.86 
4.86 
4.86 
4.86 
4.86 
4.86 
4.86 
4.86 
4.86 
4.86 
4.86 


Dol- 
lars. 


1.09 

2.07 
.14i 
.14J 

.*io| 
.orI 

.17J 

.43 

.60) 

1.2H 
.OU 
.02{ 
.0077 
.01) 
.a5 
.IJH) 
.143 

1.56 

219 

1.56 
.lOJ 

228 

299 
2  9U 
234 
.15) 
.13i 

•«i 


1920-21 


Foreign 
price. 


25  francs . 
15s 


24|d 

46ld 

9s.  5d 

16s.  6d 

0.376  francs. 
0.385  francs. 
0.19  francs. . 
0.485  francs. 
1.45  francs.. 
3.60  francs. . 
2.80  francs.. 

17s 

21s.  7d 

lt>s.  6q  . . . . . 

16id 

26.75  francs. 


38  francs..... 
39.15  francs. . 
232.50  marks 

gS*::::::::: 

lOid 

1.77  francs... 

9.75  francs... 

23ld 

23  d 

26  d 


Rate. 


Per 

cent. 
0.065 
3,75 
3.75 
3.75 
3.75 
3.75 
3.7S 
3.75 
3.75 
3.75 
3.75 
.065 
.065 
.065 
.065 
.065 
.065 
.065 
3.75 
3.75 
3.75 
3.75 
.16 

.16 

.16 

.015 

3.75 

3.75 

3.75 

.16 

.085 
3.75 
3.75 
3.75 
3.75 
3.75 
3.75 
3.75 
3.  75 
3.75 
3.75 
3.75 
3.75 
75 
75 
75 
75 


Dol- 
lars. 


1.63 

2  81 

.341 

.32) 

.31 J 

.2l{ 

.20V 

.38 

.73 

1.76i 

3.09) 

.02) 

.02) 

.Oil 

.QCH 
.09) 

!l4 
3.19 
4.05 
2.91 

.2%) 
4.28 

6.08 

6.26) 

3.49 

.42) 

.39 

.161 


.63) 

.37 

.37 

.4U 
.47) 
.52? 

.62 
.64; 

.7:H 

.75^ 

.44* 

.47i 

.  56 

.62 

.^ 

.74 


Mr.  Eddy.  I  would  like  also  to  just  insert  in  the  record  a  telegram 
which  was  sent  by  the  merchants  and  bankers  of  Chicago  to  their 
Representative  before  the  bill  was  passed.     It  is  as  follows: 

Under  Amori can-valuation  plan  which  forms  the  basis  of  the  Fordney  tariff  bill, 
H.  R.  7456,  merchants  can  not  determine  the  cost  of  imported  merchandise  prior  to 
it^  actual  arrival  and  clearance  through  the  customhouse.  Goods  can  not  be  sold  in 
advance  of  delivery  without  knowledge  of  costs;  purchases  abroad  would  practically 
cease,  with  consequent  loss  of  revenue  to  Government.  The  rates  nrovideil  in  the 
bill  when  apf)lied  under  the  American-valuation  clause  unwarrantably  increase  costs 
which  the  consumer  must  bear.  While  we  all  believe  in  a  fair  measure  of  protection 
to  American  industries,  this  bill  is  designed  solely  in  the  interest  of  the  domestic 
producer  who  fixes  the  amount  of  duties  his  competitor  is  obliged  to  pay.  It  gives 
him  aV)solute  control  of  the  market,  enabling  him  to  advance  prices  without  foreigrn 
competition.  The  American-valuation  plan  is  especially  unreasonable  and  unwar- 
ranted when  viewed  in  the  light  of  our  rapidly  aeclining  imports.  The  reduction 
in  our  purchasing  abroad  is  seriously  affecting  our  international  trade.  Shipment* 
of  our  surplus  products  to  foreign  countries  is  rapidly  declining.  The  American- 
valuation  plan  if  enacted  into  law  will  go  far  to  destroy  our  foreign  trade,  for  if  we  do 
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not  buy  we  can  not  sell.  We  believe  that  in  the  intereet  of  the  general  industries  of 
the  country  and  the  consuming  public  this  bill  should  be  defeated,  and  urge  you  as 
our  Representative  to  vote  against  the  measure. 

Marshall  Field  A  Co.;  Carson,  Pine,  Scott  <fc  Co.;  John  V.  Farwell  Co.; 
Chas.  A.  Stevens  <&  Bros.;  Mandel  Bros.;  Pitkin  &  Brooks;  Roths- 
child &  Co.;  The  Fair;  Hart,  Schaffner  &  Marx;  Albert  Pick  &  Co.; 
Gage  Bros.  &  Ck).;  Montgomery  Ward  &  Co.;  Butler  Bros.;  Sears, 
Roebuck  &  Co.;  Merchants'  Loan  &  Trust  Co.,  by  E.  D.  Hulbert, 
president;  Illinois  Trust  &  Savings  Bank,  by  John  J.  Mitchell,  chair- 
man; Com  Exchange  National  Bank,  by  Ernest  A.  Hamill,  president; 
National  Bank  of  the  Republic,  by  W.  T.  Fen  ton,  first  vice  president; 
Union  Trust  Co.,  by  F.  H.  Rawson,  president;  W.  A.  Wieboldt  &  Co.; 
E.  Iverson  &  Co.;  E.  H.  Knoop  A  Co.;  Loren  Miller  &  Co.;  Laboratory 
Materials  Co.;  Berghoff  Importing  Co.;  Illinois  Watch  Case  Co.;  Boston 
Store;  Lyon  &  Healy:  Irvin-Smith  Co.  (Inc.);  Burlev  &  Co.;  Jacobi, 
Williams  Jamieson  Co.;  D.  B.  Fisk  &  Co.;  G.  W.  Sheldon  &  Co.;  Peter 
Van  Schaak  A  Son;  A.  B.  Fielder  &  Sons;  Francis  T.  Simmons  A  Co.; 
Tonk  Bros.  Co.;  Wm.  Lewis  A  Son;  Worms  A  Loeb;  Morris  Woolf 
Silk  Co.;  A.  L.  Randall  Co.;  Chicago  Mercantile  Co. 

Separate  tel^rams  sent  to  the  following:  Martin  R.  Madden,  James  R.  Mann, 
Elliott  W.  Sproul,  John  W.  Rainey,  Adolph  J.  Sabath,  John  J.  Gorman,  M.  A. 
Micbaelflon,  Stanley  H.  Kunz,  Fred  A.  Britton,  Carl  R.  Chindblom,  Ira  C.  Copley, 
Charlee  E.  Fuller,  John  C.  McKenzie,  and  Richard  Yates. 

The  Chairman.  Did  you  make  any  effort  to  come  to  Washington 
to  be  heard  1  Did  you  or  your  associates  mentioned  in  this  tele- 
gram make  any  effort  to  come  to  Washington  to  be  heard  ? 

Senator  L<a  Follette.  This  telegram  was  addressed  to  their 
Representatives. 

The  Chairman.  I  understand  that.  I  want  to  know,  Mr.  Eddy, 
whether,  in  addition  to  this  telegram,  you  made  any  effort  to  come 
here  and  appear  before  the  Ways  and  Means  Committee  ? 

Mr.  Eddy.  We  did  not  appear  at  the  hearings.     We  filed  briefs. 

Senator  Reed.  Are  you  through,  Mr.  Chairman  ? 

The  Chairman.  Yes. 

Senator  Reed.  When  you  bring  in  these  tables  this  afternoon, 
Mr.  Eddy,  I  wish  you  would  add  to  them  the  retail  price  at  which 
you  retail  these  goods.  You  haye  said  that  the  tables  state  the 
foreign  price,  the  costs  of  transportation  to  this  country  and  deliyery 
to  you,  and  your  wholesale  price  which  would  give  us  your  wholesale 
profits.  Now,  I  would  like  to  haye  the  retail  price  also.  You  handle 
them  in  retail  in  your  store,  do  you  not  ? 

Mr.  Eddy.  Yes,  sir;  but  I  doubt  if  I  would  be  able  to  giye  them 
offhand. 

Senator  Reed.  I  am  yery  curious  to  know  whether  you  could  not 
use  the  wire  and  get  us  the  retail  prices  at  which  you  haye  been  selling 
these  particular  goods.  I  am  going  to  be  frank  with  you.  I  want 
to  fina  out  some  reason  why  a  cow's  skin  sells  for  $1.25  and  a  pair 
of  shoes  sells  for  $12  and  their  retailer  says  he  is  not  making  any 
money  and  the  wholesaler  swears  he  is  not. 

Senator  Watson.  And  the  jobber  swears  he  is  not. 

The  Chairman.  You  pay  for  the  style  of  the  shoe,  maybe. 

Senator  Reed.  I  do  not.     I  buy  anything  I  can  get  on  my  feet. 

The  Chairman.  Haye  you  any  further  statement  to  make  to  the 
committee,  Mr.  Eddy  ? 

Mr.  Eddy.  No.  sir. 

The  Chairman.  We  will  next  call  Mr.  Rafter,  representing  the 
Lace  and  Embroidery  Association  of  America. 
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STATEMENT  OF  JOHN  B.  BAFTEB,  NEW  YOBK  CITY,  BEPBESENT- 
ING  THE  LACE  AND  EMBBOIDEBY  ASSOCIATION  OF  AMEBICA. 

The  Chairman.  What  is  your  name  ? 

Mr.  Rafteb.  John  R.  RaJter. 

The  Chatkman.  Are  you  an  attorney  ? 

Mr.  Rafter.  Yes,  sir. 

The  Chairman.  Do  you  represent  this  association  as  an  attorney  ? 

Mr.  Rafter.  Yes,  sir. 

The  Chairman.  Well,  the  committee  much  prefers  to  hear  the 
principals  in  these  businesses. 

Senator  Smoot.  Mr.  Rafter  has  been  here  representing  them  before. 

The  Chairman.  I  know  you  have  been  here  a  number  of  times  for 
them.  It  is  infinitely  more  forcible  with  the  committee  if  we  have 
the  people  who  produce  the  fabrics,  but  still  I  do  not  cast  any  re- 
flection on  your  ability  as  an  attorney.  You  may  go  on  in  your  own 
way  and  state  what  you  want  to. 

Mr.  Rafter.  Mr.  Chairman  and  gentlemen,  the  Lace  and  Em- 
broidery Association  of  America  has  a  membership  which  embraces 
40  busmesses  in  New  York  City,  and  I  believe  1  outside,  in  Phila- 
delphia. 

The  Chairman.  Excuse  me  one  moment,  Mr.  Rafter.  Do  you 
reside  here  in  Washington  ? 

Mr.  Rafter.  No,  sir;  I  reside  in  New  York. 

The  Chairman.  There  are  a  number  of  gentlemen  here  in  their 
own  person,  and  it  seems  to  me  the  committee  ought  to  hear  them. 

Mr.  Rafter.  I  shall  be  very  glad  to  defer  to  anybody. 

The  Chairman.  All  right,  if  you  will  then  defer,  or  could  you  dis- 
pense with  taking  up  the  time  of  the  committee  by  filing  a  brief  ? 

Mr.  Rafter.  I  would  much  prefer,  Senator,  to  be  permitted  to 
speak  on  the  subject,  if  I  may. 

The  Chairman.  Well,  later  in  the  day  we  will  hear  you.  Is  Mr. 
R.  S.  OUver,  representing  the  A.  B.  Hendrik  Co.,  of  New  Haven, 
Conn.,  present?  Evidently  Mr.  Oliver  is  not  present.  We  will  now 
hear  Mr.  Jacob  de  Jong,  if  he  is  present. 

STATEMENT  OF  JACOB  DB  JONG,  NEW  YOBK  CITT,  PBESIDENT  OF 
THE  FLOWEB  AND  FEATHEB  ICANUFACTUBEBS  OF  AMEBICA. 

The  Chairman.  Whom  do  you  represent,  Mr.  de  Jong? 

Mr.  DE  Jong.  Mr.  Chairman,  I  am  president  of  the  Flower  and 
Feather  Manufacturers  of  America,  and  I  am  president  of  the 
Associated  Home  Work  Industries  of  the  State  of  JJew  York.  . 

The  Chairman.  You  are  in  the  business  yourself? 

Mr.  DE  JoNO.  I  am  one  of  the  largest  manufacturers  myself,  and  I 
believe  that  to  a  certain  extent  I  am  partly  responsible  for  the  con- 
dition that  we  are  confronted  with  now.  I  am  one  of  those  who 
prevailed  upon  the  Ways  and  Means  Committee  to  adopt  some  means 
oy  which  we  American  manufacturers  could  continue  m  business. 

The  Chairman.  You  make  both  flowers  and  feathers? 

Mr.  DE  Jong.  Yes,  sir;  we  do.  I  advocated  several  propositions  in 
the  emergency  bill.  After  careful  study  I  knew  of  no  otter  method 
by  which  conaitions  that  prevailed  throughout  the  world  to-dav  could 
be  remedied,  as  far  as  domestic  industry  is  concerned,  except  through 
levying  duty  on  the  real  value  of  any  article  imported. 
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I  admit  that,  to  a  certain  extent,  the  method  of  assessing  ad 
valorem  duty  on  American  valuation  presents  obstacles  and  diffi- 
culties. We  all  realize  that.  But  I  believe  that  if  that  method 
had  been  in  operation  for  a  hundred  years,  or  since  our  present 
method  is  in  operation,  it  would  be  more  perfect  and  answer  the 
purpose  better  than  our  present  system,  because  imder  the  system 
of  assessing  ad  valorem  duties  on  f orei^  valuation  our  tariff  laws 
are  nullifi^,  because  there  is  no  certam  method  for  an  appraiser 
or  customhouse  official  to  base  value  on  any  merchandise  that 
comes  from  Germany  or  Czechoslovakia,  as  far  as  its  home  valua- 
tion is  concerned.  The  currency  in  that  country  that  produces 
commodities  and  necessities  has  a  ^eater  power  to  produce  those 
commodities  and  necessities  than  if  you  translate  thkt  currency 
into  American  or  world  standards,  and  yet  you  have  to  compete 
with  it. 

I  am  surprised,  Mr.  Chairman,  that  men  in  important  concerns  in 
this  country,  such  as  Marshall  Field  &  Co.,  send  representatives  here, 
although,  on  their  own  admission,  they  import  but  10  per  cent  of  the 
articles  in  which  they  deal.  Then  we  must  assume  that  90  per  cent 
constitutes  domestic  goods.  What  motive  or  object  can  they  have 
for  the  sake  of  getting  a  lower  reduction  on  that  10  per  cent  to  sacri- 
fice 90  per  cent  of  meir  business?  Have  they  the  interest  of  the 
domestic  industry  at  heart?  I  have  seen  many  importers  come  here 
and  say  they  are  manufacturers.  They  came  before  the  Ways  and 
Means  Committee  also.  I  have  in  mind  a  concern  whose  prmcipal 
business  is  importing  and  who  are  interested  in  factories  in  Germany 
and  who  I  am  told  are  opposed  to  this  method. 

Senator  Reed.  Opposed  to  which  method  ? 

Mr.  DE  Jong.  The  American  valuation  system. 

Senator  Reed.  What  is  the  name  of  that  concern  who  is  interested 
in  factories  in  Germany  that  appeared  before  the  Ways  and  Means 
Committee?  . 

Mr.  DE  Jong.  Who  is  vitally  interested  in  the  importing  business  ? 

Senator  Reed.  No  ;  who  was  before  the  Ways  and  Means  Committee 
and  who  has  factories  in  Germany,  as  you  said? 

Mr.  DE  Jong.  The  firm  of  George  Sorgfeld  &  Co.,  in  which  Mr. 
Doherty,  who  was  formerly  a  customs  inspector  and  a  United  States 
oflBcial,  is  now  in  their  employ,  is  one  of  tnose  firms  that  are  bitterly 
fighting  American  valuation. 

Senator  Reed.  Have  they  factories  in  Germany  and  in  other  for- 
eim  countries  ? 

Mr.  DE  Jong.  It  is  my  belief,  from  the  information  that  I  have,  that 
that  firm  is  directlv  or  indirectly  interested  in  factories  in  Germany. 

Senator  Reed.  You  made  a  positive  assertion  a  few  minutes  ago. 
Now  you  say  that  your  belief  is  that  they  are  directly  or  indirectly 
interested.  That  is  quite  a  different  statement.  Upon  what  do  you 
base  your  belief  ? 

Mr.  DE  Jong.  I  have  transacted  business  with  them,  and  they  have 
told  me  that  they  controlled  certain  products  made  in  Germany,  and 
that  I  could  buy  them  cheaper  there  than  anywhere  else. 

Senator  Reed.  From  them  ? 

Mr.  DE  Jong.  Yes. 

Senator  Reed.  It  is  a  common  thing  for  men  in  trade  to  claim  that 
they  have  some  advantage  and  can  give  their  customers  some 
advantage. 
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Mr.  DE  Jong.  I  think  I  have  seen  factories  in  Germany  with  the 
firm  name  of  Georce  Borgfeld  &  Co.  on  them. 

Senator  Reed.  I  move  that  we  call  this  firm  in  here  and  settle  this 
question. 

Mr.  DE  Jong.  Mr.  Doherty  is  here. 

Senator  Watson.  I  think  we  would  get  at  the  facts  better  if  this 
witness  would  go  on  and  give  the  reasons  he  is  for  this  measure. 

The  Chairman.  Let  the  witness  make  his  statement  and  make  it 
brief.     Let  him  state  what  his  views  are  and  then  we  will  proceed. 

Mr.  DE  Jong.  The  proposition  that  confronts  us  now  and  confronts 
the  Senate  committee  is  the  adoption  of  the  method  of  American 
valuation  in  the  assessment  of  diities.  I  realize  that  unless  your 
committee  can  agree  or  unless  the  Senate  can  agree  upon  that  method, 
there  will  not  be  any  tariff  bill  for  a  long  time,  because  all  the  schedules 
are  based  on  the  principle  of  American  valuation.  We  manufacturers 
naturally  realize  that.  It  is  a  question  then  for  us  to  see  whether  the 
American  valuation  is  such  a  tremendous  detriment  or  is  such  a  dan- 
gerous experiment  that  this  country  dare  not  put  it  in  operation. 

In  my  countrjr  where  I  was  born — and  I  was  oom  in  Holland — the 
system  of  assessing  ad  valorem  duties  has  always  been  on  value  in 
Holland  itself.  To  my  mind  I  know  of  no  reason  why  we  can  not 
ascertain  the  American  wholesale  market  values  as  easily  as  we  can 
ascertain  the  foreign  market  values  throughout  the  world  without 
having  the  people  to  ascertain  them.  There  are  but  six  men  con- 
nected with  the  Treasury  Department  scattered  throughout  the  world, 
and  but  one  in  Germany  and  one  in  Japan.  How  can  we  possibly 
ascertain  the  home-marKet  value  in  these  countries  ? 

The  Chairman.  We  are  talking  of  putting  25  men  on  that  work. 

Mr.  DE  Jong.  That  would  not  make  any  difference.  If  you  put  50 
men  in  Germany  I  do  not  think  you  could  ascertain  tne  market 
values  of  all  products  that  Germany  sends  here.  I  have  in  mind  an 
article  that  I  want  to  show  this  conmiittee.  Here  is  an  artificial 
flower  that  is  shipped  from  Germany  at  40  marks  a  dozen.  That  is 
about  50  cents  a  dozen.  They  are  not  shipped  in  single  dozens,  but 
thous^mds  and  tens  of  thousands  of  dozens.  That  is  the  manufac- 
turer's price  which  he  arranges  with  the  importer.  What  is  the 
German  wholesale  value  of  this  article  when  the  material  actually 
in  this  particular  article  costs  in  Germany  more  than  that  price? 
If  you  do  not  figure  the  cost  of  labor  in  Germany  at  all,  even  though 
it  IS  practically  so  small  that  it  does  not  figure  so  much  in  the  cost 
of  production,  the  material  actually  used  in  this  article  costs  more 
than  the  German  price  made  to  the  American  importer,  because 
they  have  been  accumulated  during  the  war. 

The  Chairman.  Are  those  flowers  made  in  the  homes  ? 

Mr.  DE  Jong.  They  are  all  made  in  the  homes  and  partly  by  chil- 
dren. I  am  president  of  the  Associated  Home  Work  Industries  of  the 
State  of  New  York.  Wo  have  endeavored  to  cut  out  all  child  labor 
in  our  industries  in  New  York. 

Senator  Watson.  Do  you  know  what  the  raw  material  in  that 
article  costs  ? 

Mr.  DE  Jong.  As  a  manufacturer  I  could  figure  out  to  the  slightest 
detail  the  cost  of  the  raw  material. 

Senator  Watson.  I  want  to  know  how  you  know  what  the  raw 
material  in  that  article  costs  in  Germany? 
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Mr.  Dfi  Jong.  Because  I  import  some  of  the  raw  material  from  Ger- 
many. 

Senator  Watson.  You  say  that  the  .raw  material  in  that  costs 
more  than 

Mr.  DE  Jong.  It  costs  more  than  the  price  at  which  it  is  sold. 

Senator  Watson.  In  other  words,  they  are  selling  at  a  loss  ? 

Mr.  DE  Jong.  They  are  selling  below  the  cost  of  even  the  raw 
material. 

Senator  Reed.  That  is  to  say,  that  a  man  takes  raw  material  that 
costs  a  certain  amoxmt  and  puts  an  infinite  amount  of  labor  on  it 
and  then  sells  it  for  less  than  the  raw  material  before  he  touched  it  ? 
That  is  what  you  mean  to  say  ? 

Mr.  DE  Jong.  I  mean  to  say  that  this  material  has  been  made  up  in 
Germany  during  the  years  oi  war  by  the  women  and  children.  It 
has  been  accumulatea  in  enormous  quantities. 

The  Chairman.  They  are  sending  us  their  accumulated  stock  ? 

Mr.  DE  Jong.  They  are.  Most  all  countries  with  which  Germany 
heretofore  did  business  have  prohibited  the  importation  of  this 
article.  France  has  done  so.  Finland  has  put  a  duty  on  it  of  1,400 
marks  a  kilo. 

The  Chairma>'.  Would  the  duty  we  have  in  the  House  bill  keep 
this  fabric  out  of  the  country? 

Mr.  DE  Jong.  The  duty  of  the  House  bill  based  upon  American 
valuation  ?  This  would  not,  to  my  mind,  prevent  the  importation  of 
thegoods. 

The  Chairman.  Would  it  protect  the  American  industry? 

Mr.  DE  Jong.  It  would  to  the  extent  that  we  could  meet  the  German 
manufacturer  of  this  article  in  our  own  market  on  an  equal  basis. 

The  Chairman.  How  much  protection  would  it  give  you  ? 

Mr.  DE  Jong.  The  protection  under  the  American  system  would 
nicely  conform  to  iirticles  which  are  undervalued  and  which  are  not 
undervalued.  Wlien  an  article  is  sold  in  the  American  market  at  the 
legitimate  price  the  duty  would  not  be  so  much,  but  where  it  is  sold 
at  an  illegitimate  price,  where  an  article  like  this  costs  to  produce  in 
tills  country  by  the  iVmerican  wholesale  value  S4.50  a  dozen  and  the 
»hitv  is  based  on  that,  it  will  give  us  sufficient  protection. 

If  the  intent  and  purpose  are  that  the  American  manufacturer  can 
meet  the  foreign  competitor  in  our  own  markets  on  an  equal  basis, 
with  the  difference  wnich  the  tariff  could  cover  being  only  the  ad- 
vantage that  he  has  in  cheaper  labor,  the  American  manufacturer 
fears  competition  from  no  part  of  the  world. 

Senator  Watson.  What  percentage  would  you  have  to  put  on  that 
article  imported  from  Germany  to  protect  you  under  tne  existing 
law? 

Mr.  DE  Jong.  I  have  a  letter  here  from  the  importer  of  that  article, 
which,  with  your  permission,  I  should  like  to  read.     It  is  as  follows: 

New  York,  January  24 ^  1921. 
Mr.  Jacob  de  Jono, 

President  Associated  Flower  and  Feather  Manufacturers  of  America, 

New  York  City. 

Dear  Sir:  By  request  of  Mr.  A.  Geratenzani?.  of  your  tariff  committee,  I  present 
h**rewith  the  following  information  to  be  used,  if  you  so  determine,  in  your  efforts 
to  produce  a  revision  of  the  tariff  on  our  products. 

In  Jime,  1920, 1  placed,  through  an  agent  abroad,  an  order  for  3,000  dozen  artificial 
fl(mer  wreaths,  samples  of  which  I  am  submitting  to  you  under  separate  cover;  the 
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German  manufacturer  charging  me  for  these  goods  the  unifonn  price  of  35  marks  per 
dozen  f.  o.  b.  Hamburg,  Germany.  The  market  value  of  German  marks  at  that  time 
was  $1.72  per  himdred  marks. 

These  goods  arrived,  and  in  October,  1920,  I  reordered  to  the  extent  of  3,000  dozen 
more,  but  at  the  advanced  price  of  50  marks.  The  value  of  marks  had,  however,  by 
this  time  depreciated  to  $1.15  per  hundred,  making  the  price  as  figured  in  our  currency 
even  cheaper  than  the  first  shipment. 

We  have  recently  received  tne  second  lot  of  merchandise,  and  are  now  negotiating 
another  order  for  10,000  dozen  more  of  the  same  wreaths  at  40  marks  per  dozen. 

I  need  not  tell  you  that  these  goods  found  a  very  ready  sale  here  in  spite  of  the 
recent  depression  in  business,  and  1  do  not  hesitate  to  say  that  even  if  a  duty  of  400 
per  cent  were  imposed  on  this  merchandise  neither  I  nor  any  other  responsible  manu- 
facturer could  or  would  attempt  to  make  up  goods  to  compete  with  these  at  {that 
cost. 

Very  truly,  yours, 

Isidore  Burros. 

The  Chairman.  Is  this  a  large  industry-  in  the  United  States  ? 

Mr.  DE  Jong.  The  industry  in  the  United  States  before  the  war,  in 
1914,  was,  to  a  certain  extent,  limited.  Durinff  the  war,  when 
Germany  could  not  send  these  goods  here  and  we  aid  not  get  SLXiy  of 
thevse  goods  from  Germany,  it  developed  tremendously;  it  increased 
from  a  working  force  of,  perhaps,  3,000  to  over  10,000. 

The  Chairman.  Where  is  it  located  ? 

Mr.  DE  Jong.  It  is  located  in  the  city  of  New  York,  85  per  cent  of 
it.     The  output  increased  from,  perhaps,  $5,000,000  to  $20,000,000. 

The  Chairman.  Were  you  an  importer  before  the  war? 

Mr.  DE  Jong.  I  have  always  been  a  manufacturer  for  25  vears  of 
these  articles  in  this  country,  and  the  article  here  is  an  articfe  that  I 
originated  in  this  countr}^.     It  is  an  American  product. 

The  Chairman.  There  is  no  reason  why  you  should  not  have 
been  an  importer,  you  understand  ? 

Mr.  DE  Jong.  I  do  import  certain  goods,  but  I  am  a  mAnufac- 
turer,  because  I  do  not  import  except  some  of  the  materials,  like  silks 
and  other  things  I  use  in  the  manufacture  of  my  goods.  This  class  of 
goods  was  never  made  by  Germany  before  the  war.  This  was  taken 
over  by  importers  and  copied  by  the  Germans. 

Senator  Reed.  Before  you  get  into  that  I  want  to  ask  a  few  ques- 
tions. You  talk  pretty  fast.  I  am  going  to  ask  you  to  answer  tuese 
questions  categorically.  This  article  which  you  nave  shown  us  and 
about  which  you  have  talked  so  much  is  called  what  ?  By  what  name 
is  it  known  ? 

Mr.  DE  Jong.  An  artificial  flower  wreath. 

Senator  Reed.  What  is  it  used  for  ? 

Mr.  DE  Jong.  The  decoration  of  ladies'  and  children's  hats. 

Senator  Reed.  You  have  displayed  an  article.  What  is  that 
article  sold  for  in  Germany  when  it  is  landed  here  ? 

Mr.  DE  Jong.  At  the  present  rate  of  the  mark,  40  marks  a  dozen. 
That  would  be  in  Germany  under  the  present  rate  of  the  mark  about 
50  cents. 

Senator  Reed.  This  wreath  comes  here  and  is  delivered  here  at 
about  50  cents  a  dozen  i 

Mr.  DE  Jqng.  It  is  delivered  here  at  the  German  price  of  that 
much.     Naturally,  the  duty  has  to  be  paid. 

Senator  Reed.  That  is  duty  free.     What  is  the  present  duty? 

Mr.  DE  Jong.  Sixty  per  cent. 

Senator  Reed.  So  that  the  article  would  cost  80  cents,  would  it? 
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llr.  DE  Jong.  The  article  would  cost,  at  the  present  rate  of  the 
mark,  duty  paid,  and  covering  everything,  roughlv,  about  $1.20  a 
dozen,  inclumng  cartage,  cases,  boxing,  express,  and  so  forth. 

Senator  Reed.  S1.20  a  dozen  landed  here? 

Mr.  DE  Jong.  Yes,  sir. 

Senator  Reed.  And  that  is  after  the  tariff  has  been  paid  ? 

Mr.  DE  Jong.  That  is  after  the  tariff  has  been  paid. 

Senator  Reed.  Do  you  make  this  article  in  the  United  States  ? 

Mr.  DE  Jong.  We  make  a  similar  and  comparable  article  in  com- 
petition to  that. 

Senator  Reed.  What  do  you  sell  it  for  ? 

Mr.  DE  Jong.  At  the  present  time  an  article  like  that  we  would 
sell  for  $4.50  a  dozen. 

Senator  Reed.  Are  you  selling  it  at  a  fair  and  reasonable  profit 
or  at  a  high  and  exorbitant  profit? 

Mr.  DE  Jong.  We  are  sellmg  it  at  a  fair  and  reasonable  profit. 

Senator  Reed.  How  long  a  time  have  these  German  goods — and 
I  am  speaking  now  of  this  wreath  and  similar  articles — been  brought 
into  this  country  from  Germany? 

Mr.  DE  Jong.  Since  the  armistice. 

Senator  Reed.  Notwithstanding  the  fact  that  these  importations 
have  been  made  at  the  price  you  state,  you  still  have  been  able  to 
sell  vour  goods  at  a  fair  profit,  realizing  $4.50  a  dozen  for  them  ? 

^fr.  DE  Jong.  No;  we  nave  not  been  able  to  sell  our  goods.  We 
laid  off  our  hands  and  practically  closed  oiu*  establishment. 

Senator  Reed.  But  you  could  sell  them  at  $4.50  a  dozen  and  you 
can  not  sell  them  at  less  than  that  ? 

Mr.  DE  Jong.  We  can  sell  them  at  $4.50,  but  not  if  the  impprter 
can  land  them  at  $1.20.     We  can  make  a  fair  profit  of  $4.50. 

Senator  Reed.  What  do  you  call  a  fair  profit? 

Mr.  DE  Jong.  Twenty  per  cent. 

Senator  Reed.  Then,  now  much  tariff  have  you  got  to  have  to 
make  it  possible  for  you  to  compete  with  this  German  article  on  the 
European  valuation  ?  I  do  not  want  to  get  this  American  valuation 
into  it  at  all. 

Mr.  DE  Jong.  Do  you  mean  under  the  present  system  ? 

Senator  Reed.  Yes. 

Mr.  DE  Jong.  I  see  what  you  want.  Senator,  you  naturally 
realize 

Senator  Reed.  Now,  that  is  a  simple  question.  It  does  not 
reauire  any  argument. 

Sir.  DE  Jong.  If  the  mark  is  1.25,  as  it  is  to-day,  the  conditions  are 
different  than  if  the  mark  is  1.80  or  2  cents. 

Senator  Reed.  I  am  going  to  treat  this  with  the  market  just 
exactly  where  it  was  when  we  started  out  with  this  illustration. 

Mr.  DE  Jong.  You  mean  where  the  mark  is  to-day  ? 

Senator  Reed.  Where  the  mark  was  at  the  time  you  made  those 
figures. 

Mr.  DE  Jong.  And  in  order  for  us  to  compete  with  it  ? 

Senator  Reed.  Yes. 

Mr.  DE  Jong.  The  duty  would  practically  be  the  difference.  Take 
S4.50,  our  selling  price,  less  20  per  cent  profit,  and  the  duty  would  be 
that  difference.  Or  if  you  want  to  include  the  profit,  then  the  duty 
would  be  the  difference  with  the  profit. 
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Senator  Reed.  Then,  it  would  be  the  difference  between  $4.5f> 
and  50  cents  ? 

Mr.  DE  Jong.  It  would  be  the  difference  between  $4.50  and  the 
import  price  of  $1.20. 

Senator  Reed.  But  the  $1.20  includes  the  60  per  cent  duty. 

Mr.  DE  Jong.  The  $1.20  includes  the  60  per  cent  duty. 

Senator  Reed.  But  I  want  to  get  rid  of  the  duty.  The  article  is 
produced  in  Germany  at  50  cents. 

Mr.  DE  Jong.  Yes;  sold  to  importers  at  40  marks. 

Senator  Reed.  We  are  not  considering  the  duty  now. 

Mr.  DE  Jong.  The  duty  on  that  article  would  be  400  per  cent. 

Senator  Reed.  Let  us  get  back  to  the  question  I  am  asking.  I  do 
not  want  to  have  to  spend  days  on  it.  The  article  cost  50  cents  in 
Germanj  ? 

Mr.  DE  Jong.  Yes,  sir. 

Senator  Reed.  The  freight  and  boxing  and  handling  to  land  it  in 
this  country  would  be  how  much  ? 

Mr.  DE  Jong.  Fifteen  to  twenty  per  cent. 

Senator  Reed.  Then  it  would  be  landed  here  for  50  cents  outside 
of  any  duty.  This  German  article  that  can  be  landed  here  for  60' 
cents  you  sell  for  $4.50,  and  you  want  a  tariff  that  will  enable  you  to^ 
get  $4.50  for  it. 

Mr.  DE  Jong.  No,  sir. 

Senator  Reed.  So  you  want  a  tariff  on  that  article  of  $3.90,  on 
an  article  that  costs  60  cents  to  land  here. 

Mr.  DE  Jong.  That  particular  article  is  not  a  legitimate  article. 

Senator  Reed.  Why  is  it  not  legitimate  ? 

Mr.  DE  Jong.  It  can  not  be  made  in  Germany  for  that  price. 

Senator  Reed.  I  am  not  discussing  that. 

Mr.  DE  Jong,  It  is  the  exception  that  paralyzes  our  industry. 

Senator  Reed.  The  exception  is  the  thing  you  want  to  present,, 
and  hence  you  want  a  tariff  high  enough  to  prevent  the  exception 
which  you  say  will  paralyze  your  industry.  How  much  of  that 
variety  of  goods  which  you  want  this  tariff  on  is  there  ?  How  man^' 
people  are  there  engaged  in  making  it  now  in  the  United  States  ? 

Mr.  DE  Jong.  About  200  manufacturers. 

Senator  Reed.  How  many  people  are  employed  making  these 
wreaths  ? 

Mr.  DE  Jong.  There  are  about  10,000. 

Senator  Reed.  What  are  the  gross  sales  ? 

Mr.  DE  Jong.  The  gross  sales  of  these  200  manufacturers? 

Senator  Reed.  For  these  articles  now  that  we  are  talking  about. 

Mr.  DE  Jong.  For  what  time? 

Senator  Reed.  What  are  their  gross  sales  per  year  now  ? 

Mr.  DE  Jong.  The  gross  sales  per  year  beiore  the  German  article 
came  into  competition  were  perhaps  in  the  neighborhood  of  $18,000,000. 

Senator  Reed.  Of  this  particular  article? 

Mr.  DE  Jong.  No;  the  entire  line  of  artificial  flowers  and  feathers. 

Senator  Reed.  But  when  you  speak  of  the  entire  line  of  artificial 
flowers  you  are  speaking  of  things  similar  to  the  sample  you  have 
produced  ? 

Mr.  DE  Jong.  Everything  in  that  line. 

Senator  Reed.  There  are  10,000  people  employed  ? 

Mr.  DE  Jong.  Ten  thousand  people. 
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Senator  Reed.  And  the  American  people  pay  about  $18,000,000 
at  wholesale.     Is  that  right  ? 

Mr.  DE  Jong.  For  the  product;  yes. 

Senator  Reed.  And  there  are  only  10,000  people  in  it  for  $18,000,- 
000.    How  much  do  you  pay  those  10,000  people  in  salaries? 

Mr.  D£  Jong.  An  average  of  $22  a  week. 

Senator  Reed.  How  much  would  that  be?    Can  you  tell  me? 

Mr.  DE  Jong.  I  did  not  bring  the  figures  with  me,  but  I  have  them. 
The  pay  roll  in  my  establishment  is  about  a  quarter  of  a  million  dol- 
lars. 

Senator  Reed.  But  your  establishment  that  you  are  talking  about 
is  not  engaged  alone  in  making  these  flowers,  is  it  ? 

Mr.  DE  Jong.  That  is  the  only  thing. 

Senator  Reed.  You  pay  $22  a  week. 

Mr.  DE  Jong.  On  an  average. 

Senator  Reed.  Does  that  include  offlce  pay  roll  and  everything 
else  ? 

Mr.  de  Jong.  No;  that  includes  the  actual  girl  workers.  The  floor 
leaders  get  $50  and  $60  and  $100.  The  shipping  clerks  get  $20  and 
$25.  Others  get  in  proportion.  I  am  speaking  of  the  girls  that 
actually  do  the  work.    Colorers  get  up  to  $100. 

Senator  Reed.  You  pay,  then,  on  an  average  of  about  $3.66  a 
day,  and  there  are  300  working  days  in  the  year.  Do  they  work  300 
days? 

Mr.  DE  Jong.  No;  they  work  on  an  average  of  47  hours  a  week. 

Senator  Reed.  Will  you  give  me  the  wages  when  you  return  after 
recess,  the  wages  of  these  10,000  people,  per  annum  ? 

Mr.  DE  Jong.  Do  you  mean  before  this  class  of  goods  came  in  ? 

Senator  Reed.  Yes;  when  you  were  running  at  full  speed.  And 
I  want  to  know  the  number  of  people  employed  and  the  wages  paid 
to  them  now. 

Mr.  DE  Jong.  All  right. 

The  Chairman.  The  committee,  under  the  program,  will  stand  ad- 
journed until  half  past  2  o'clock  this  afternoon,  when  the  other  gen- 
tlemen who  are  here  to  be  heard  will  have  an  opportunity,  I  hope. 

(Whereupon,  at  12.30  o'clock  p.  m.,  the  committee  took  a  recess 
until  2.30  o'clock  p.  m. 

AFTER   RECESS. 

Senator McCuMBER.  Mr.  de  Jong,  you  may  resume  your  statement. 

STATBMSNT  OF  JACOB  DE  JONGh-Besumed. 

Mr.  DE  JoNd.  Mr.  Chairman  and  gentlemen  of  the  committee, 
I  understand  the  argument  has  been  made  that  $130,000,000  worth 
of  goods  are  imported  through  parcel  post,  and  that  there  is  no 
real  provision  or  method  to  assess  duties  on  them  as  they  come 
practically  at  all  post  offices.  In  reference  to  that  I  want  to  intro- 
<luce  to  your  committee  a  circular  received  from  a  flower  manu- 
facturer in  Germany,  which  has  been  mailed  to  thousands  of  American 
merchants,  and  that  states  that  he  is  readv  to  submit  and  send  us 
photographs  of  all  his  samples  and  sample  quantities  of  German 
flowers,  an  assortment  valued  at  1,500  marks,  consisting  of  flowers, 
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fruit,  leaves,  etc.,  ranging  from  15  to  70  marks  a  dozen.     Fifteen 
marks  a  dozen  for  German  flowers  under  the  present  rate  of  the 
mark  is  less  than  20  cents  a  dozen  and  less  than  2  cents  for  each 
flower. 
He  states  further,  and  this  is  in  English : 

Order  your  sample  colle::tion  to-day  and  inclose  check  with  order,  and  I  ship  all  the 
goods  hy  parcel  post  free  of  packing,  insurance  and  delivery  charges,  and  tnerefore 
you  do  not  need  any  broker.  By  arrival  of  the  goods  in  your  country  you  will  receive 
a  notice  |rom  the  post  ofTice  in  your  district  saying  the  amount  of  duty  you  have  to 
pay,  which  is  very  little,  and  you  simply  get  your  package. 

With  that  amount  of  goods  in  our  land  coming  in  through  parcel 
post  it  presents  a  difficulty  that  is  to  be  considered. 

Under  the  new  administrative  provisions  of  the  bill  as  passed  in 
the  House  there  is  a  provision  for  that.  I  will  read  it  to  you;  it  is 
section  506.    [Reading.] 

Merchandise  treated  as  not  imported.  Merchandise  not  exceeding  $100  in  value, 
merchandise  damaged  by  fire  or  marine  casualty  on  the  voyage  of  importation,  articles 
imported  through  the  mails. 

It  further  provides  that  the  Secretary  of  the  Treasury  may  provide 
such  regulations  as  to  govern  such  imports,  and  therefore  under  the 
provision  of  this  new  law  the  Secretary  of  the  Treasurv  may  provide 
a  certain  method  by  which  such  parcel  post  packages  slioula  pay  the 
proper  duty. 

As  to  the  principle  that  practically  is  on  trial  here  to-day,  the 
assessing  of  duties  on  American  valuation,  if  we  look  closer  into  it, 
affect  a  very  small  percentage  of  our  imports,  and  when  you  take 
into  consideration  that  the  present  system  under  which  we  are  now 
working  acts  practically  as  an  embargo  on  the  manufacturred  goods 
of  those  countries  which  have  a  higher  labor  cost,  and  if  we  by  sta- 
tistics see  that  the  very  countries  which  we  practically  exclude  from 
our  markets  on  certain  articles  are  our  largest  customers,  we  realize 
the  situation  more  clearly.  During  1921  our  largest  customer  was 
the  United  Kingdom,  with  $1,825,000,000;  the  next  is  Canada, 
with  S871,000,000;  France  with  $676,000,000,  Cuba  with  $515,000,- 
000,  Japan  with  $377,000,000,  Italy  with  $371,000,000,  and  Germany 
with  $311,000,000,  and  so  on. 

There  you  have  the  list  of  our  largest  customers,  and  where  we 
consider  the  vital 

Senator  McCuaiber  (interposing) .  Are  these  exports  to  or  ex- 
ports from  ? 

Mr.  DE  Jong.  These  are  our  exports  to  foreign  countries,  and  the 
reason  I  state  these  figures  is  that  under  our  present  system  of 
levying  duties  regardless  of  depreciation  of  foreign  currency,  we 

{practically  exclude  those  countries  which  are  our  largest  customers 
rom  dealing  with  us  on  certain  goods.  Germany  has  replaced 
France  in  practically  75  per  cent  ol  the  merchandise  that  France 
formerly  exported  to  our  countrv.  In  our  line  alone  not  many 
years  ago  France  exported  to  the  tJnited  States  a  far  larger  amount 
than  Germanv,  but  since  the  war  and  since  the  armistice  Germanv 
has  practically  driven  the  French  producers  in  our  class  of  goocfs 
from  our  markets,  and  she  to  that  extent  controls  the  Amexicjoin 
market. 

Now,  if  we  have  in  mind  that  we  desire  to  continue  our  exports 
and  that  we  must  import  manufactured  goods  in  order  that  foreign 
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nations  will  be  able  to  pay  for  the  raw  material  or  such  as  they  need 
from  us,  I  believe  our  first  consideration  is  for  those  countries  who 
are  our  largest  customers  and  who  we  are  most  vitally  interested  in, 
so  far  as  our  exports  are  concerned. 

As  to  the  imports  of  articles  which  are  .naturally  vitally  con- 
cerned in  the  present  method  that  is  proposed  for  levying  duties, 
the  largest  amount  of  such  imnorts  is  sugar,  which  is  m  excess  of 
$1,000,000,000;  and  as  far  as  tne  American  valuation  is  concerned 
that  practically  can  be  left  out  of  consideration. 

The  next  largest  imported  article  is  raw  silk,  $284,000,000.  As 
far  as  the  Amencan  valuation  is  concerned,  those  imports  would  not 
be  affected. 

The  third  largest  item  is  coffee,  $252,000,000.  As  far  as  Ameri- 
can valuation  is  concerned,  it  will  not  interfere  with  those  imports. 

The  fourth  is  hides  and  skins,  $243,000,000.  The  question  of 
duty  on  that  is  perhaps  still  open  to  a  certain  extent.  To  my  mind 
the  American  valuation  on  that  item  plays  no  important  part. 

The  next  largest  item  is  india  rubber,  unmanufactured,  $242,000,- 
000.  Surely  that  is  not  within  the  range  of  any  disturbance  so  far 
as  American  valuation  is  concerned. 

The  next  largest  item  is  cotton,  manufactured,  $138,000,000,  which 
is  mostly  imported  under  a  compound  duty,  partly  specific,  and  to  a 
certain  extent  ad  valorem,  and  is  only  slightly  affected  by  the  Ameri- 
can valuation. 

The  next  lai^est  item  is  wool,  immanufactured,  $126,000,000,  not  at 
all  affected  practically  by  American  valuation. 

Ei£;hth  among  the  chief  import  articles  are  the  articles  returned 
whicn  are  the  growth,  produce,  and  manufacture  of  the  United 
States,  to  the  extent  of  $96,000,000,  which  certainly  is  not  affected. 

The  ninth  article  is  wood  pulp,  $89,000,000,  not  affected. 

The  next  is  burlap,  $89,000,000,  which  is  but  slightly  affected; 
furs  and  skins  slightly  affected,  $88,000,000. 

Tobacco,  maniuactured,  $81,000,000,  is  not  in  the  sUghtest  degree 
affected. 

Wheat,  $75,000,000,  is  not. 

Flaxseed,  or  linseed,  $74,000,000,  is  not. 

And  thus  we  go  on,  practically  through  $5,270,000,000  of  our 
total  imports — four  bilUon  and  a  half  win  not  be  in  the  slightest 
degree  anected  by  reason  of  American  Valuation. 

So  then  we  come  U)  other  items  which  have  to  bo  taken  in  con- 
sideration in  regard  to  the  American  valuation,  and  if  you  distribute 
it  amongst  the  countries  it  is  surprising  to  know  that  our  largest 
imports  from  any  one  countrv  is  Cuba,  with  $721,000,000.  The 
business  with  Cuba  in  regara  to  those  imports  of  8721,000,000 
woidd  not  be  in  the  slightes£  affected  by  the  adoption  of  American 
valuation. 

Canada,  $611,000,000.  Canada  would  be  benefited  by  the  Ameri- 
can valuation,  and,  in  fact,  the  United  Kingdom,  with  8513,000,000, 
would  be  benefited;  Japan  perhaps  not,  but  so  on  through  the  list 
we  find  no  serious  obstacle  so  far  as  the  fundamental  imports  and 
exportation  interest  of  this  Nation  is  concerned  in  the  application 
of  American  valuation. 

New  York  as  a  port  receives  $2,890,000,000  of  our  imports,  or  more 
than  55  per  cent,  and  it  was  conceded  and  recognizea  that  among 
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those  imports  in  the  port  of  New  York  all  articles  which  come  under 
the  classifications  and  will  be  affected  by  American  valuation  are 
practically  centered  in  that  port.  In  other  words,  the  trouble  and 
difficulty  that  will  be  presented  by  the  adoption  will  be  centered  in  the 
city  of  N^ew  York,  and.  there  is  no  doubt  in  my  mind  that  the  force 
necessary  for  tHe  proper  ascertaining  of  American  value  in  the  imports 
in  the  city  of  New  x  ork  does  not  (raer  insurmountable  difficulties. 

The  question  has  been  raised,  '*How  can  the  importers  continue 
in  business  under  the  American  valuation  system?  I  have  given 
that  serious  and  careful  consideration.  I  have  compared  some  of  the 
schedules  of  the  Underwood  bill  with  this  new  bill,  and  I  have  found 
in  such  articles  where  the  difference  in  labor  and  fabrication  is  large 
the  duties  under  the  American  valuation  will  be  perhaps  larger  than 
under  the  general  rates  of  the  Underwood  bill,  but  m  no  case  in 
excess  of  the  difference  between  the  cost  of  production  in  the  coun- 
try from  whence  those  articles  are  importer!,  compared  with  the 
cost  of  production  in  our  own  country.  And  as  we  have  agreed  not 
only  in  the  Republican  platform,  but  in  the  last  election  and  by 
every  assertion  that  has  been  made  by  the  most  responsible  man  in 
our  tjovernment,  that  the  domestic  manufacturer  is  entitled  to  that 
degree  of  protection  that  he  can  meet  his  foreign  competitor  on  equal 
terms  in  our  own  markets,  we  must  agree  that  no  American  can 
object  that  the  duty  should  be  fixed  at  the  difference  in  the  cost  of 
production. 

We,  as  American  manufacturers,  can  meet  all  the  world  in  compe- 
tition. We  could  meet  those  low  countries  if  we  could  produce  our 
labor  on  the  same  level.  But  what  would  America  gain  if  we  reduced 
our  working  people  to  the  lowest  level?  Suppose  we  followed  the 
example  of  Germany;  deliberately  depreciated  our  currency  in  order 
that  we  can  export  our  products  to  all  parts  of  the  world  at  a  lower 
price  ?  Germany's  policy  necessarily  requires  that  she  keep  her  cur- 
rency valuation  down,  because  with  that  depreciated  currency  she 
.gets  production,  she  pays  her  labor,  and  the  fact  must  be  apparent 
to  every  thinking  man  who  has  studied  the  situation  that  to-day 
Germany  has  an  advantage. 

I  have  the  latest  issue  of  the  most  important  papers  of  Germany — 
Dresden,  Leipzig,  Berlin,  and  all  centers,  which  I  get  daily — and  they 
are  filled  with  advertisements.  Some  of  the  factories  have  more 
American  orders  than  thev  c^n  possibly  fill.  Some  factories  have 
orders  to  run  six  months  anead.  In  our  own  particular  line  of  busi- 
ness every  importer  in  the  United  States  and  those  that  have  never 
imported  that  class  of  goods  before  have  taken  a  trip  to  Germany, 
and  they  have  placed  their  orders  for  the  spring  of  1922  for  these 
German  products,  and  all  the  manufacturers  in  our  line  of  business 
in  Germany  are  overwhelmed  with  orders;  in  fact,  enough  to  carry 
them  through  the  season  of  1922. 

And,  Mr.  Chairman  and  gentlemen  of  the  committee,  you  as  Sena- 
tors of  the  United  States,  whom  I  know  have  at  heart  the  interests 
of  this  Nation,  there  has  not  been  given  an  order  to  an  American  man- 
ufacturer in  our  line  for  similar  goods  for  the  next  spring's  season's 
business  as  far  as  I  know;  and,  nevertheless,  those  same  buyers  that 
all  flocked  to  Europe  for  those  cheaper  German  goods  to  replace  the 
American  products  were  only  too  glad  and  too  happy  that  when  the 
German  product  could  not  be  imported  into  the  United  States  that 
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the  domestic  manufacturers  created  an  organization,  invested 
capital,  built  plants,  in  order  that  they  should  supply  fairly  the  de- 
mand of  these  wholesalers  in  America  for  that  class  of  goods.  I  do 
not  think  that  any  wholesaler  in  America  will  say  that  the  flower 
manufacturers  ana  feather  manufacturers  in  the  United  States  have 
taken  the  slightest  advantage  of  the  situation  during  the  war.  We 
have  produced  the  most  perfect  goods,  better  than  any  that  we  have 
imported.  True,  we  comd  not  sell  them  as  cheap  as  Germany  can 
produce  them  with  the  mark  at  IJ  cents.  But  we  sold  them  at  a 
close  profit.  We  made  the  business  prosperous,  and  the  millinery 
business  during  that  period  had  the  most  prosperous,  the  most  profit- 
able experience  that  it  ever  realized  since  its  existence.  While  to-day, 
with  all  the  cheap  German  goods  piled  from  the  floor  to  the  ceiling 
in  all  the  importing  houses  and  filling  up  the  warehouses  the  demand 
is  practically  nommal. 

My  experience  is  that  higher  tariff  in  no  sense  prevents  the  impor- 
tations; that  the  cheaper  a  foreim  article  can  be  landed  in  this 
country,  the  poorer  business  conditions  prevail.  It  is  the  nature 
of  the  people  of  this  country  that  a  cheap  article  destroys  the  pros- 
perity of  our  industry.  I  have  never  seen  this  country  prosperous 
when  goods  and  mercnandise  \<rere  dragged  to  the  lowest  level. 

I  have  seen  this  coilntry  prosperous  and  grow  to  be  so  prosperous 
that  it  became  the  creditor  of  all  the  world  when  the  goods  were  the 
highest  that  the  nation  ever  knew.  I  think  McKinley  was  right 
when  he  stated  that  *' cheap  goods  make  a  cheap  cgfuntry,'^  and 
while  I  am  on  that  subject,  Mr.  Chairman  and  gentlemen,  assuming 
we  can  land  all  these  German  goods  so  cheap,  and  have  our  working 
people  out  of  employment,  our  industry  sta^ated,  where  is  the 
public  that  is  going  to  buy  those  cheap  goods,  whether  an  article 
that  used  to  cost  50  cents  can  be  sold  for  10  cents,  the  working  man 
and  woman  will  have  to  have  10  cents  to  buy  it  with. 

Senator  McLean.  After  you  have  driven  the  American  out  of 
business  the  German  goods  would  not  remain  at  the  low  prices  ? 

Mr.  DE  Jong.  The  German  manufacturers  in  our  line  have  a  very 
strong  combination.  They  are  now  determined  to  conquer  our  mar- 
ket. They  can  do  it,  because  they  have  the  tremendous  advantage 
of  cheap  labor,  and  in  this  class  oi  goods  labor  cost  of  production  is 
75  per  cent  of  the  value  of  the  article.  So  we  in  our  line  are  con- 
fronted with  the  greatest  difficulty. 

The  German,  when  he  has  destroyed  our  organizations,  naturally 
under   such    conditions    will    raise    his    prices.     Germany    could 
before  to-day  have  raised  its  currency  to  a  fairer  basis.     France, 
suffering,  bleeding,  practically  prostrate,  a  nation  that  has  suffered 
more,  as  well  as  Belgium,  has  maintained  its  currency  on  a  fairer  basis 
than  Germany,  because  they  do  not  print  so  much.     Germany  con- 
tinues that  currency.     From  2,000,000,000  paper  marks  in  circulation 
it  has  increased  it  to  nearly  88,000,000,000  marks,  and  I  see  by  the 
German  papers  to-day  the  more  the  people  of  Germany  are  employed 
in  industry  and  the  more  paper  currency  it  requires  to  pay  them,  the 
more  the  Germans  print,  and  the  lower  that  curroncy  gets.     You  will 
readily  see  that  by  the  conditions  that  prevail.     Germany  is  busy 
now;  she  is  prosperous,  and  yet  the  mark  is  at  a  lower  level  than 
last  year  this  time,  and  at  a  lower  level  than  it  was  when  she  was  not 
busy.    It  is  to  her  interest  to  have  that  situation  exist  now. 
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Mr.  Chairman  and  gentleman,  so  far  as  the  application  of  the 
American  valuation  system  is  concerned,  there  has  been  a  great  deal 
of  discussion  and  difference.    The  opposition  comes  from  the  im- 

Sorters;  it  does  not  come  from  the  manufacturers  of  this  country, 
he  opposition  comes  from  some  of  the  appraisers,  whom  I  believe 
are  sincere  and  honest  in  their  testimony. 

The  advocates  are  the  American  manufacturers  and  the  real  advo- 
cates, Mr.  Chairman  and  gentlemen,  are  the  miUions  and  millions  of 
working  people  in  this  country. 

While  I  have  no  authority  to  speak  for  them,  and  while  I  do  not 
assume  to  speak  for  them,  when  1  leave  this  hearing  and  go  back  to 
my  factory  in  New  York,  where  my  employees  are  on  half  time,  in 
order  that  I  may  still  perhaps  see  the  light  to  come,  I  will  watch  these 
proceedings,  and  unless,  Mr.  Chairman  and  gentlemen,  something  is 
done  to  overcome  this  great  depression  of  foreign  currency,  we  as 
domestic  manufacturers  will  have  to  discontinue  a  business  that  has 
been  built  up  for  20  or  30  years.     There  is  no  question  about  that. 

Just  before  leaving  I  spoke  to  three  or  four  of  the  largest  manufac- 
turers in  our  line,  and  every  one  was  unanimous  that  they  were  going 
to  stick  it  out  until  January,  and  if  they  can  not  get  orders  and  can 
not  get  reasonable  prices — and  we  are  willing  to  work  close — they 
would  have  to  discontinue. 

Senator  McLkan.  Do  you  think  the  revision  of  the  tariff  is  as 
important  as  the  revision  of  the  revenue  law? 

Mr.  DE  Jong.  I  think  the  revision  of  our  taxation  system  is  not  as 
important  for  the  future  welfare  of  this  Nation  as  the  tariff.  What 
dinerence  does  it  make  what  taxation  you  adopt,  whether  you  have 
an  income  tax,  excess  profits  tax,  an  excise  tax,  or  sales  tax,  who  are 
you  going  to  tax  ?  If  it  is  true  that  the  ultimate  consvuner  pays  all 
the  taxes,  where  is  he  going  to  get  the  money  to  pay  them  with 
when  he  is  out  of  work!  Tiie  subject  that  first  must  be  attended 
to  is  that  American  industries  can  thrive  and  exist,  and  that  people 
can  be  employed. 

Senator  McLean.  You  think  the  patient  ought  to  have  a  little 
more  nourishment  before  we  open  new  arteries  ? 

Mr.  DE  Jong.  I  think  before  you  can  tax  the  American  people  by  new 
methods,  you  better  give  them  the  opportunity  to  earn  the  money 
by  which  they  can  pay  the  taxes  that  are  thus  to  be  imposed.  Going 
to  the  application  of  the  American  valuation,  while  it  may  present 
some  difficulties  in  the  beginning,  any  article  that  is  not  comparable 
or  competitive  with  foreign  goods,  as  far  as  the  American  article  is 
concerned — ^for  a  moment  we  will  leave  that  out  of  the  question — so 
far  as  the  imported  article  is  comparable  and  competitive  there  is  no 
question  about  the  appraisers  arriving  at  the  wholesale  American 
cost.  Why  should  there  be?  So,  as  far  as  the  comparable  and 
competitive  article  is  concerned,  there  is  not  any  great  difficulty. 
They  claim  that  the  difficulty  arises  where  there  is  no  comparable  or 
competitive  article.  The  provision,  as  the  new  bill  states,  gives  the 
Treasury  Department  the  power  to  make  such  regulations  as  can  be 
easily  enforced.  Any  importer  who  imports  mercnandise  does  know 
the  price  at  which  he  is  going  to  sell  it,  for  that  is  the  fundamental 
principle  of  all  business.  As  an  importer  of  merchandise,  I  know  if 
it  cost  me  so  much,  and  the  dutv  is  so  much,  I  can  sell  it  for  so  much, 
and  I  can  compete  for  so  much,  even  if  the  article  has  never  been 
imported  into  tnis  country. 
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I  will  give  you  an  instance:  I  have  a  doth  here  known  as  *^ arti- 
ficial plush."  This  was  used  in  our  industry  to  a  great  extent  during 
the  war.  It  was  manufactured  in  tliis  country  by  only  two  concerns. 
Germany  never  made  it.  Since  the  armistice  the  German  manufac- 
turer was  over  here.  He  took  a  sample  of  this  domestic  artificial 
Slush  to  Germany;  in  fact,  he  took  it  to  Crefeld,  in  Westphalia, 
[e  came  to  me,  as  I  am  a  large  user  of  that  article,  and  as  1  have 
always  used  the  domestic  article,  and  offered  me  a  price  SI  below 
the  then  prevailing  price  of  the  American  market. 

Senator  McLean.  What  unit  i 

Mr.  DE  Jong.  A  yard.  I  informed  Sydney  Blumenthal,  who  is  one 
of  the  lai^est  manufacturers  of  pile  fabrics  in  this  country,  and  Mr. 
Winpfheimer,  of  Winpfheimer  &  Bro.  I  told  them,  ^^1  am  going  to 
order  some  of  this  cloth,  and  I  am  going  to  show  it  to  you  when  it 
comes  in/'  The  price  was  fixed  at  $4.  When  the  domestic  manu- 
facturer found  out  that  the  German  maker  was  going  to  sell  at  that 
price,  they  reduced  it,  and  the  result  is  to-day  that  the  market  price 
in  this  country  of  that  cloth  is  $3.50  a  yard. 

Senator  McLean.  Right  there,  I  want  to  offer  a  suggestion.  It 
has  been  claimed  here  mat  if  we  adopt  the  American  valuation  plan, 
it  will  permit  of  pyramiding  the  prices  in  this  country. 

Mr.  DE  Jong.  No.     I  will  give  you  an  instance  right  here,  Senator. 

Senator  McLean.  Yes.  If  we  publish  the  American  valuation  on 
the  wholesale  price,  will  not  the  tendency  be  to  decrease  the  retail 
price  rather  than  increase  it? 

Mr.  DE  Jong.  I  will  demonstrate  that  to  you,  using  this  cloth  as  an 
example.    The  American  value  of  that  cloth  is  S3.50;  the  German 

}>rice  is  150  marks  a  yard.  In  the  Underwood  bill  artificial  silk 
abrics  are  under  an  ad  valorem  duty  of  60  per  cent.  At  150  marks 
a  yard,  at  the  present  rate  of  exchange,  1.30,  the  German  cost  is 
about  $2;  duty  at  60  per  cent  would  be  1.20,  making  a  total  landing 
cost  3.20  under  the  present  Underwood  bill. 

In  the  new  bill,  as  passed  bv  the  House,  and  at  American  valua- 
tion, let  us  see  what  the  result  is:  Under  the  new  bill  the  duty  is 
compound,  45  cents  a  pound  and  37^  per  cent  ad  valorem.  I  took 
the  trouble  to  weigh  this  merchandise,  and  I  weighed  it  in  comparison 
with  the  domestic  article  as  printed  on  the  goods,  and  I  find  it  weighs 
a  little  less  than  8  ounces,  and  this  comes  under  the  provision  which 
is  45  cents  a  pound,  which  makes  22  cents  a  yard.  Add  to  that  37^ 
per  cent  of  tne  American  valuation  of  $3.50,  and  it  would  make  it 
37^  per  cent  of  $3.50,  or  $1.52,  and  add- 22  cents,  making  the  total 
cost  under  the  American  valuation  $3.52. 

You  see  that  if  the  American  manufacturer  should  raise  the  price 
on  that  to  $5  what  would  be  the  result.  The  duty  would  be  so 
much  increased  naturally,  but  the  German  article  would  still  be 
only  150  marks,  and  he  could  imdersell  the  domestic  manufacturer, 
and  he  would  not  have  a  chance;  we  would  not  think  of  buying  it  of 
him;  we  would  import  it. 

Senator  McLean.  I  can  see  that.  But  we  know  that  the  spread 
between  the  wholesale  price  of  goods  and  the  retail  price  is  inde- 
fensible in  many  cases.  Will  not  the  effect  of  adopting  the  Ameri- 
can plan  be  to  publish  to  the  world  wholesale  prices  and  make  it 
onconscionable  for  a  great  many  dealers  to  charge  the  retail  prices 
they  now  charge  1 
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Mr.  DE  Jong.  If  we  ascertain  through  Government  energy  and 
supervision  the  wholesale  market  price  of  every  commodity  and 
article  in  this  country,  and  once  that  is  firmly  established,  gentle- 
men, you  could  write  a  tariff  bill  in  four  weeks  without  any  difficulty 
whatsoever,  giving  careful  consideration  to  the  amount  of  revenue 
that  the  Government  needs,  giving  protection  reasonable  in  every 
respect  to  the  domestic  manufacturer,  and  having  due  regard  to 
fixmg  the  duty  at  such  a  rate  that  the  importer  can  import  it  to  the 
greatest  extent  that  will  do  the  least  pos  ible  harm  to  domestic 
production.     That  is  the  natiu-al  result. 

And  what  would  be  the  fiu-ther  result?  With  men  like  Hoover 
and  others,  we  could,  through  governmental  instrumentality,  ascer- 
tain the  reasonable  wholesale  market  prices  of  our  commodities  and 
articles  in  this  country — the  whole  world  will  have  to  follow  our 
example  and  our  own  manufactured  products  could  be  shipped 
throughout  the  world  on  this  principle  and  could  meet  in  competi- 
tion with  products  of  anynation. 

What  have  we  now  ?  We  have  an  impossible  situation.  I  have  an 
article  here  that  is  manufactured  in  Germany  that  is  also  manufac- 
tured in  France.  It  is  identical,  it  is  comparable,  it  is  competitive. 
It  cost  double  as  much  to  make  it  in  France  by  reason  of  laoor  con- 
ditions ;  it  cost  half  so  much  to  make  it  in  Germany.  We  buy  it  in 
Germany,  but  can  you  tell  me  on  what  fundamental  principle  of 
justice  and  fairness  we  should  chaise  France  double  the  amount  of 
duty  for  the  privilege  of  selling  their  goods  in  our  market  compared 
with  the  German  ?  Is  it  not  contrary  to  all  the  dictates  and  intelli- 
gence of  American  justice  and  fairness  to  those  who  want  to  do 
business  with  our  market  ? 

Senator  Gerry.  But  you  just  stated  that  that  imitation  plush  was 
sold  for  the  same  price  by  the  Germans  and  by  ourselves;  did  I  under- 
stand you  correctly  ? 

Mr.  DE  Jong.  No.  The  price  in  Germany  is  150  marks,  about  $2 
under  the  present  rate  of  exchange.     I  want  to  say 

Senator  Gerry  (interposing).  Did  you  not  state  that  it  sold  here 
for  J3.50? 

Mr.  DE  Jong.  $3.50  a  yard. 

Senator  Gerry.  And  tnat  the  American  goods  were  also  now  selling 
for  $3.50  a  yard  ? 

Mr.  DE  Jong.  American  goods  also  offered  at  $3.50,  the  wholesale 
market  price. 

Senator  Gerry.  You  are  selling  at  the  same  price  ? 

Mr.  DE  Jong.  No;  $2  is  the  German  price. 

Senator  Gerry.  That  was  the  point  1  was  not  clear  on. 

Mr.  DK  Jong.  I  am  getting  a  shipment  of  these  goods  made  by  a 
manufacturer  in  Germany,  the  only  people  in  Germany  making  this 
article  to-day.  It  was  never  made  in  Germany  before.  He  fixed  the 
German  price  at  150  marks.  He  gave  me  practically  to  understand 
that  if  I  wanted  to  control  this  article  that  ne  would  arrange  a  price 
with  me. 

I  want  to  ask  you  gentlemen  what  is  the  foreign  wholesale  market 
value  of  this  cloth — the  price  that  the  German  mdividual  manufac- 
turer arbitrarily  fixes?  Well,  suppose  it  is  not  sold  in  the  German 
market  at  all,  and  the  American  appraiser  when  it  comes  to  the  cus- 
tomhouse wants  to  ascertain  what  tne  wholesale  price  in  Germany  is, 
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when  the  article  is  not  sold,  is  not  it  between  myself  and  the  Ger- 
man manufacturer  to  fix  the  price  arbitrarily?  And  in  spite  of  all 
your  custom  laws,  and  all  the  power  that  you  nave  at  your  command, 
and  this  perhaps  undervalued  1 00  per  cent,  you  have  not  the  evidence  at 
your  commana  to  prove  undervaluation.  How  is  the  appraiser  here 
going  to  ascertain  what  the  wholesale  market  price  of  this  cloth  is  in 
Germany  ?  Suppose  another  manufacturer  makes  it  and  offers  it  at 
200  marks  and  two  or  three  others  make  it  and  charge  200  marks, 
and  I  go  to  this  man  and  take  the  entire  output  at  100  marks,  which 
is  the  wholesale  market  price  in  Germany  ?  And  yet  when  my  article 
comes  in  at  100  marks,  the  appraiser  lets  it  go  through.  To-day 
everything  passes  the  customhouse  unless  the  appraiser  Has  informa- 
tion to  base  real  foreign  value  on. 

There  is  not  any  Question  about  that,  gentlemen.  Whether  the 
article,  is  undervalued  or  not,  it  passes  the  customhouse.  I  do  not 
say  it  is  deliberate,  fraudulent  imdervaluation.  I  do  not  believe  it. 
I  believe  the  American  importers,  as  well  as  the  American  manufac- 
turers, have  a  sense  of  honor.  But  if  I  get  this  at  100  marks  from  a 
legitimate  manufacturer,  although  the  wholesale  market  value  in 
Germany  is  200  marks,  the  law  does  not  presumably  enable  the  ap- 
()raiser  to  ascertain  the  wholesale  market  value  m  Germany.  I 
simply  pay  the  manufacturer  and  make  out  a  sworn  invoice  that  100 
marics  is  the  German  wholesale  market  price,  because  I  believe  it  to 
be  so,  and  what  is  the  customs  official  going  to  tlo  about  it? 

We  manufacturers  in  New  York,  and  our  employees,  including 
manv  girls,  marched  in  the  Harding  parade,  and  I  marched  at  the 
heacf  of  them,  and  we  shouted  for  future  American  prosperity  and 
protection;  were  reviewed  by  the  Vice  President.  Of  those  employ- 
ees, many  bought  Liberty  bonds,  and  among  the  manufacturing 
employees  a  great  many  pay  income  taxes.  fLe  entire  thing  is  up 
to  vou,  gentlemen,  as  far  as  our  industry  is  concerned. 

Senator  McLean.  The  income  tax  will  not  worry  you. 

Mr.  DE  Jong.  We  will  not  need  to  pay  any.  We  do  not  have  to 
pay  any.  We  are  losing  money.  You  can  not  collect  it  from  a 
nusiness  man  who  is  losing  money;  you  have  got  to  collect  it  from 
a  man  who  is  earning  money.  I  have  an  article  printed  in  a  German 
paper,  the  Berlin  Tageblatt,  about  this  very  question  concerning  the 
tariff,  and  it  states  that  the  Republicans  are  fighting  among  them- 
selves over  the  bill,  and  that  the  chances  are  it  looks  like  there  will 
not  be  any  tariff  bill  for  a  year  to  come.     That  is  the  situation. 

Senator  Watson.  I  do  not  think  you  need  to  discuss  that  question. 
The  matter  before  us  is  only  one  of  American  valuation. 

Mr.  DE  JoNO.  I  will  confine  mvself  more  directly  to  the  application 
of  it,  as  I  have  been  a  strong  advocate  in  New  York  of  this. 

I  know  of  no  other  method  by  which  the  depreciated  currencv  can 
be  overcome.  The  provision  1  suggested,  that  the  duty  should  be 
paid  on  one-third  of  the  current  value  of  foreign  currency,  was 
thrown  out,  although  Canada,  not  as  strong  a  protective  country  as 
ours,  adopted  afterwards  a  law  that  duty  must  be  paid  on  German 
^oovls  at  the  rate  of  50  per  cent  of  the  actual  martet  value  of  the 
foreign  currency.  In  otner  words,  German  goods  can  not  be  im- 
ported into  Canada  unless  they  pay  a  duty  X>f  12  cents  the  mark. 

Senator  McLean.  The  importer  pays  50  cents  to  the  Germans  and 
pays  the  other  50  per  cent  into  the  British  treasury,  and  they  send 
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him  a  receipt  for  the  rest  of  it,  and  if  the  German  gets  anything, 
the  other  50  per  cent  of  it,  he  gets  it  out  of  the  German  Government  ? 

Mr.  DE  Jong.  Yes ;  he  is  supposed  to  get  it  out  of  the  German  Gov- 
ernment. 

The  application  of  the  American  valuation  is  a  new  policy,  and  to 
a  certain  extent  revolutionary.  It  is  not  as  revolutionary  as  the 
conditions  that  confront  us,  in  view  of  the  world  situation.  Nothing 
ever  existed  as  revolutionary  as  the  conditions  with  which  the  world 
is  confronted  to-day.  This  application  of  American  valuation  is  in 
no  sense  as  revolutionary  as  tnat.  If  it  is  an  antidote  for  a  serious 
condition,  so  much  the  better. 

Can  it  be  sensible,  and  can  it  be  properly  applied  ? 

As  I  stated  before,  to  my  experience  and  thinking — and  I  have 
been  active  in  four  diflFerent  tariff  revisions — to  ascertain  the  whole- 
sale American  value  of  an  article,  if  it  is  made  in  America,  takes 
the  customhouse  appraiser  10  minutes  to  find  out  what  the  wholesale 
market  value  in  this  country  is,  as  he  is  supposed  to  be  a  specialist, 
and  he  knows  he  only  has  to  ask  Sidney  Blumenthal  or  o4;her  manu- 
facturers, "What  is  it?"  and  that  is  the  price  at  which  it  will  enter. 

Senator  Watson.  At  these  other  tariff  revisions  in  which  you  par- 
ticipated, you  did  not  advocate  the  American  valuation  ? 

Mr.  DE  JoNQ.  No ;  conditions  then  did  not  seem  to  warrant  it. 

Senator  Watson.  You  do  it  uow  because  of  the  rate  of  exchange  ? 

Mr.  DE  JoNO.  I  do  it  now  because  I  know  of  no  other  method  tnat 
can  be  applied  to  remedy  the  situation. 

Senator  McLean.  How  are  you  going  to  fix  a  tariff  that  will  pro- 
tect us  against  Germany  that  will  not  operate  as  an  embargo  agamst 
the  countries  where  the  currency  is  at  par  ? 

Mr.  DE  Jong.  Senator,  we  are  confronted  with  conditions  that  you 
can  not  fix.  You  can  not  fix  an  ad  valorem  duty  on  a  great  many 
of  these  manufactured  goods  that  will  work  in  the  same  method  and 
in  the  same  percentage  two  years  from  now  as  it  will  now.  In  other 
words,  the  conditions  that  confront  you  prevent  you  from  fijcing  an 
ad  valorem  duty  that  will  cover  until  you  can  rewrite  the  tariff. 

Senator  McLean.  Did  you  hear  the  proposition  advanced  by  Mr. 
Davis  ? 

Mr.  DE  Jong.  I  did. 

Senator  McLean.  What  did  you  think  of  that  ? 

Mr.  DE  Jong.  You  mean  the  proposition  in  regard  to  the  American 
valuation  in  an  easy  way  ? 

Senator  McLean.  Graduated. 

Mr.  DE  Jong.  I  think  it  is  sound.  I  would  suggest  that  the  Treas- 
ury Department  issue  an  entry  slip,  which  shomd  accompany  the 
foreign  sworn  invoice  as  to  the  actual  price  paid,  regardless  of  what 
the  wholesale  price  is  over  there,  and  that  entry  slip  should  state 
by  the  importer  the  price  which  he  pays,  the  amount  oi  duty,  the  cost 
01  landing,  the  cost  of  containers  and.  the  price  at  which  he  is  going 
to  sell  it,  and  on  that  he  pays  duty. 

I  defy  any  importer  here  who  hnports  an  article  from  any  part  of 
the  world  who  aoes  not  know  what  that  article  is  going  to  cost  to 
land  and  does  not  know  what  he  is  going  to  sell  it  for  imder  this  new 
method  as  well  as  the  present  system.  In  fact,  under  the  American- 
valuation  system  he  is  surer  and  more  certain  what  that  cost  is,  as 
currency  changes  will  be  greatly  obliterated. 
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I  have  imported  a  certain  article  from  Germany,  and  I  gave  the 
manufacturer  an  order  for  a  large  quantity  when  the  mark  was  1.50. 
I  received  a  shipment  when  the  mark  was  1.80,  and  I  paid  that. 
I  received  a  shipment  of  the  same  identical  goods  and  the  mark 
was  1.20.  How  does  any  importer  know  what  the  German  goods 
cost  him  to  land  ?  There  is  no  such  thing;  it  is  a  gamble  and  specu- 
lation, because  there  is  no  stability  in  foreign  currency. 

Under  the  American  system  he  will  anyhow  be  relieved  of  that 
gamble,  because  he  knows  just  exactly  what  his  duty  is  going  to  be 
when  he  buys  the  goods  on  the  other  side,  and  if  he  does  not  know 
what  the  price  is  ^omg  to  be  in  the  wholesale  market,  then  why  should 
he  import  the  article?' 

From  that  point  of  view  the  method  can  be  immediately  applied. 
The  new  law  provides  that  if  the  entry  that  is  made  is  unsatisfactory 
to  the  appraiser  that  he  notifies  the  importer  and  the  importer  has  10 
days'  time  to  get  together  with  the  appraiser.  If  he  still  finds  fault, 
it  goes  to  the  Board  of  General  Appraisers,  and  they  can  take  testi- 
mony from  American  manufacturers  and  from  other  importers,  and 
thev  can  arrive  in  20  days  at  the  actual  market  value  oi  any  article, 
and.  that  is  binding  according  to  the  new  law,  because  that  is  a  matter 
of  fact.  It  is  not  a  matter  of  law  and  appeal;  that  is  not  necessary, 
because  it  establishes  it  under  the  law  and  by  regulation. 

Senator  McCumber.  I  simply  want  to  state  that  you  have  spoken 
for  nearly  an  hour  this  afternoon  and  our  time  is  limited.  We  have 
a  certain  number  of  witnesses  which  we  must  get  through  with,  and 
I  would  ask  you  to  be  just  as  brief  as  you  can. 

Mr.  DE  Jong.  Mr.  Chairman,  as  I  view  the  situation  just  now,  the 

Eosition  is  this:  The  House  has  passed  the  bill.  Mr.  Fordney,  Mr. 
longworth,  and  Mr.  Tilson,  and  others,  in  their  earnest  desire,  and 
with  no  other  intention  than  to  protect  home  industries,  the  principle 
of  the  Republican  Party,  have  included  in  the  bill  the  American  valua- 
tion. All  the  rates  are  based  upon  it.  This  hearing  is  held,  I  pre- 
sume, for  the  purpose  that  your  committee  can  report  to  the  Senate 
the  adaptability  of  that,  because  if  you  decide  against  the  American 
valuation  you  will  have  to  rewrite  the  entire  bill.  That  is  the  nature 
of  the  situation. 

Senator  McCumber.  We  all  understand  that. 

Mr.  DE  Jong.  Now,  if  the  bill  is  thus  changed  by  the  Senate  and  the 
American  valuation  is  thrown  out  and  the  rates  are  rewritten,  it 
would  take  months  and  months. of  labor.  It  took  the  Ways  and 
Means  Committee  six  months.  It  is  voluminous;  it  is  a  great  piece 
of  work. 

It  then  goes  to  conference  in  the  House,  having  been  adopted  by  a 
majority  larger  than  any  tariff  bill  ever  received  on  a  policy  or 
method  for  the  application  of  levying  duty  upon  a  certain  system, 
they  either  would  nave  to  surrender  or  have  to  insist  that  that  is  the 
only  and  true  policy  that  they  know,  and  we  have  a  situation  that 
there  will  not  be  any  tariff  legislation  for  a  long  time  to  come. 

I  hope  your  committee  will  see  its  way  clear  to  adopt  it. 

I  think  we  can  try  it.  I  predict,  gentlemen,  that  the  dangers,  as 
far  as  they  confront  us,  are  very  slight,  and  it  is  my  firm  opinion,  as  a 
man  of  experience,  that  once  this  svstem  is  thoroughly  established 
that  the  strongest  advocates  will  be  the  importers,  oecause  they 
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will  then  control  the  unporting  of  those  goods  instead  of  everybody 
importing  them. 

In  conclusion,  gentlemen,  I  hope  that  this  bill  will  pass  the  Senate 
with  the  American  valuation.  I  will  stake  my  reputation  on  it  that 
the  method  can  be  applied  if  the  Government  sees  fit  to  apply  it. 

I  just  want  to  give  you  one  instance.  I  complained  to  the  Treasury 
Department  about  tnose  flowers  having  been  imported  under  the 
dumping  act.  A  representative  from  the  Treasurv '  Department 
visited  me.  I  showed  him  the  article  we  manufactured  in  comparison 
with  it.  I  showed  him  my  calculation,  and  how  I  arrived  at  the 
wholesale  price  of  my  article,  and  this  representative  of  the  Treasury 
Department  told  me  that  for  the  first  time  he  commenced  to  realize 
how  the  Treasurv  Department  can  take  action.  As  far  as  I  remember, 
and  as  long  as  1  have  been  in  business,  I  have  nqver,  as  a  domestic 
manufacturer,  been  in  contact  with  the  customhouse  department, 
nor  have  any  appraisers  in  the  customhouse,  been  in  contact  vdth 
the  American  manufacturers.  Mr.  Davis  has  stated  here  that  as  an 
American  he  is  in  favor  of  giving  Americans  protection.  He  is 
certainly  not  opposed  to  the  American  manufacturers.  These 
appraisers  have  never  been  in  contact  with  us.  In  one  hour  they  can 
learn  more  in  our  factories  and  from  our  books  and  our  calculations 
about  real  values  than  they  have  learned  in  a  hundred  years  from 
foreign  valuation. 

One  man  in  Germany  is  supposed  to  ascertain  foreign  valuations; 
six  men  in  the  entire  world.  It  is  an  utter  impossibility.  I  thank 
you. 

Senator  McCumber.  We  are  much  obliged  to  you. 

STATEMENT  OF  PATBICK  H.  QT7INN,  PBOVIDENCE,  B.  I.,  BEPBE- 
8ENTINO  AMEBICAN  LACE  MANTJFACTTJBEBS '  ASSOCIATION. 

Mr.  QuiNN.  Mr.  Chairman,  I  am  an  attorney,  but  I  am  not  appear 
ing  here  in  my  professional  capacity.  I  am  president  of  the  American 
Lace  Manufacturers'  Association.     I  come  from  Providence,  R.  I. 

Earlier  in  the  day  Mr.  Rafter  appeared  and  was  temporarily 
excused  by  the  chairman  on  the  theory  that  he  appeared  as  profes- 
sional counsel  for  the  Lace  and  Embroidery  Association.  I  would 
just  like  to  call  your  attention  to  the  fact  that  the  Lace  and  Embroi- 
dery Association  does  not  include  the  lace  manufacturers.  They 
import  lace.  There  is  that  difference  between  the  organization 
represented  by  Mr.  Rafter  and  the  one  represented  by  myself. 

The  lace  manufacturers  of  the  United  States  are  engaged  in  an 
industry  that  largely  came  into  existence  under  the  Payne-Aldrich 
tariff  law.  For  one  year  it  took  off  entirely  the  duties  on  lace  ma- 
chines, and  a  number  of  us  who  earn  money  by  practicing  law  and 
doing  other  things  were  innocent  enough  to  mvest  in  lace  machinery, 
and  we  have  been  trying  to  pay  for  it  ever  since. 

The  industry  is  distributed  in  seven  states — Rhode  Island,  Con- 
necticut, New  Jersey,  New  York,  Pennsylvania,  Ohio,  and  Illinois. 
Those  are  the  seven  States  of  this  country  where  these  lace  machines 
are  located.  A  very  large  representation  is  in  Senator  Gerry's  State, 
probably  40  per  cent  of  tne  levers  go  through  machines  in  this  country 
to-day  are  in  Rhode  Island. 
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A  great  deal  has  been  said  here  in  the  way  of  suggestions,  princi- 
pally by  Senator  Smoot  and  Senator  McLean,  as  to  whether  any 
man  appearing  before  this  committee  had  anything  else  to  suggest 
as  a  suDstitute  for  the  American  valuation  plan  that  would  fit  present 
conditions.  I  have  awaited  an  answer  to  that  question.  The 
question  was  asked,  too,  before  the  Ways  and  Means  Committee, 
and  the  only  approach  to  an  answer  to  that  question  has  been  made 
by  Mr.  Davis,  of  New  York,  who  has,  as  I  understand  it,  suggested 
the  American  valuation  plan,  but  who  says,  ''Give  it  to  us  in  small 
doses ;  cut  off  the  tail  of  tne  dog  in  inch  pieces  so  that  it  will  not  hurt 
so  much.''  His  plan  is  nothing  else  tnan  the  plan  that  has  been 
proposed  and  is  entitled  ''  the  American  valuation  plan." 

In  the  very  few  minutes  that  I  shall  take  to  address  you,  Mr. 
Chairman,  I  want  to  say  that  entirely  aside  from  my  affirmative 
answer  to  Senator  Smooths  and  Senator  McLean's  questions,  I  know 
of  no  other  plan  whereby  you  can  construct  a  tariff  to-dav  that 
will  give  us  the  same  protection  against  Germany  that  it  would  give 
us  against  England  or  France.  Entirely  aside  from  that,  I  want 
to  go  on  record  as  absolutely  supporting  the  American  plan  for 
assessing  an  American  tariff  scientincally,  legally,  practically,  and 
from  an  American  standpoint.    To  my  mind  it  is  the  proper  method. 

I  have  listened  with  an  open  mind  in  the  House  and  nere  for  ob- 
jections to  this  plan,  and  1  beg  vou  to  understand,  Mr.  Chairman, 
that  I  am  discussmg  it  entirely  aside  from  the  standpoint  of  schedules. 
It  seems  to  me  that  the  hearing  has  drifted  sometimes  to  a  discussion 
of  schedules. 

I  am  not  prepared  or  qualified  to  discuss  schedules  with  you. 
I  would  support  jbhe  American  plan  regardless  of  whether  vou  are 
framing  a  so-called  protective  tariff  or  a  tariff  for  revenue  only. 

Mr.  Davis  is  undoubtedly  a  very  able  representative  of  one  branch 
of  our  Treasury  Department,  and  he  showed  by  his  answers  to 
Senator  Reed  this  morning  that  he  is  not  biased  in  the  matter 
when  he  disposed  of  Senator  Reed's  suggestion  that  has  been  made 
so  many  times  that  American  manufacturers  could  pyramid  prices. 
Notwithstanding  that,  to  my  mind  it  was  almost  humiliatmg  to 
have  an  able  representative  of  our  Customs  Service  express  so  very 
little  confidence  in  the  ability  of  Americans  to  do  in  this  country 
what  the  average  salesman  can  do  in  any  line  without  effort. 

Fortunately  Tor  me,  because  I  can  not  discuss  manv  branches  of 
the  tariff,  he  selected,  in  his  opening  remarks,  the  lace  industry. 
He  made  a  statement  to  you  that  was,  or  might  have  been,  intended 
to  overwhelm  you  with  the  notion  of  the  amount  of  work  these 
men  have  to  do  there  and  with  the  tremendously  increased  amount 
of  work  they  would  have  to  do  under  this  plan.  He  said,  referring 
to  the  lace  industry,  ''In  the  customhouse  we  sometimes  have  to 
have  in  mind  500,000  different  nimibers."  Now,  that  was  a  stag- 
gering statement  on  the  face  of  it.  It  would  lead  you  to  suppose, 
if  you  knew  nothing  about  the  lace  industry,  that  it  represented  an 
inhuman  task.  What  is  the  fact?  Those  niunbers  do  not  mean 
much.    The  lace  manufacturer  gives  a  different  number  to  every 

Eattem  he  makes  on  his  machines,  and  there  are  thousands  of  num- 
ers  given  to  the  same  width  of  lace  made  of  the  same  yarns,  the 
same  texture,  the  same  weight,  woven  on  the  same  machine  and 
sold  at  the  same  price. 
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Senator  Smoot.  It  is  simply  a  change  in  pattern  ? 

Mr.  QuiNN.  Surely. 

vSenator  Smoot.  The  same  as  we  do  with  woolen  goods. 

Mr.  QuiNN.  One  piece  of  lace  1^  inches  wide  might  have  fisheyes, 
another  might  have  a  diamond  design,  and  still  another  a  shamrock, 
or  something  of  that  sort  as  a  figure  in  the  lace. 

Senator  Watson.  Nevertheless  that  would  necessitate  a  com- 
parison, would  it  not  ? 

Mr.  QuiNN.  Not  a  comparison  as  to  value. 

Senator  Watsox.  No;  but  in  order  to  find  out  whether  thev  were 
comparable. 

Mr.  QuiNN.  Yes.  But  when  you  foimd  that  it  was  32-carriage 
lace,  and  we  speak  of  it  in  that  wav 

Senator  Watson.  But  they  would  have  to  find  it  out  first  ? 

Mr.  QuiNN.  Yes. 

Senator  Watson.  I  understood  him  to  say  that  that  was  a  great 
deal  of  work,  but  not  that  it  could  not  be  done.  He  said  there 
was  a  great  deal  to  do  in  making  these  tariffs.  While  I  am  in  favor 
of  the  plan,  I  can  conceive  that  there  would  be  a  great  volume 
of  work. 

Mr.  Quinn.  If  he  meant  to  si^gest  for  a  moment  that  the  500,000 
numbers  meant  500,000  comparisons,  or  if  the  Senator  from  Indiana 
believes  that  to  be  the  case,  I  will  say  that  it  is  not  so. 

Senator  Smoot.  Mr.  Davis  did  not  mean  that,  I  am  sure.  He  said, 
as  you  have  since  stated,  that  there  may  be  in  one  figure  500  different 
patterns  costing  exactlv  the  same  to  make.  The  only  question  is  a» 
to  the  construction  and  pattern. 

Senator  Watson.  Let  me  ask  Mr.  Davis  right  here  just  what  he 
did  mean. 

Mr.  Davis.  I  meant  just  exactly  what  I  said. 

Senator  Watson.  You  meant  what  you  said,  but  what  did  you 
say,  and  what  did  you  mean  when  you  said  it? 

Mr.  Davis.  Of  course,  the  figures  I  gave  of  500,000  cover  a  wide 
range  of  niunbers  coming  from  various  sources.  They  have  different 
numbers.  It  is  true  that  laces  of  the  same  width  may  be  valued  at 
the  same  price.  However,  there  are  different  patterns.  One  manu- 
facturer cnarges  a  certain  price  for  his  particular  pattern  as  distin- 
guished from  the  price  charged  for  the  same  width  by  some  other 
manufacturer.  To  prove  what  I  have  said  is  correct,  if  this  gentle- 
man will  go  to  the  New  York  appraisers'  office  and  go  to  Mr.  Yardley, 
he  will  find  that  he  is  using  14  different  books  for  the  purpose  of 
recording  this  great  range  of  numbers. 

Mr.  QuiNN.  Fourteen  books  ? 

Mr.  Davis.  Yes. 

Senator  Smoot.  Let  us  take  one  manufacturer.  Take  the  lace 
manufacturer  represented  by  the  witness  here. 

Mr.  Davis.  Yes. 

Senator  Smoot.  He  has  a  lace  that  is  H  inches  wide.  Perhaps  he 
is  making  40  patterns  of  that  lace. 

Mr.  Davis.  Yes. 

Senator  Smoot.  Those  40  patterns  cost  the  same. 

Mr.  Davis.  By  one  manufacturer. 

Senator  Smoot.  That  is  what  I  say.  They  would  not  try  to  com- 
pare the  same  kinds  of  patterns  with  the  laces  that  he  has  and  have 
40  different  values  ? 
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Mr.  Davis.  But  this  examiner  has  not  only  got  to  take  the  prices 
of  one  factory  but  the  prices  of  all  the  factories  and  find  out  which 
is  the  proper  market  value  for  the  different  laces  of  the  different 
widths,  and  consequently  he  has  to  consider  all  those  prices.  I  am 
not  an  expert  on  laces. 

Senator  Smoot.  I  suppose  the  lace  people  mark  their  lace  just  as 
we  would  mark  woolen  goods — the  same  stock,  the  same  weave,  the 
same  weight,  the  same  finish,  and  the  same  price.  We  have  a  lot 
number  for  that  class,  but  every  style  in  it  has  a  different  number. 

Mr.  Davis.  Yes. 

Senator  Smoot.  But  the  value  is  exactly  the  same;  the  cost  is  the 
same;  the  selling  price  is  the  same.  You  do  not  go  into  the  question 
of  each  one  of  tnese  styles. 

Mr.  Davis.  I  merely  based  my  statement  on  the  fact  that  the  ex- 
aminer is  recording  thousands  and  thousands  of  these  numbers  on  14 
large  books;  that  is,  he  is  recording  the  prices,  and  he  is  using  five 
clerks  to  do  it.  His  range  is  runnmg  into  500,000.  Just  what  the 
details  are  I  do  not  know. 

Senator  McLean.  That  is  under  the  present  system } 

Mr.  Davis.  That  is  under  the  present  system. 

Senator  McLean.  We  are  trying  to  find  out  the  foreign  value. 

Mr.  QuiNN.  I  was  just  about  to  make  the  observation  that  Senator 
McLean  made.  That  is  the  burden  under  the  present  system.  Let 
me  say  to  you  in  answer  to  that  that  there  are  three  or  four  men  in 
the  room  interested  in  this  matter,  and  these  men  could  provide  you 
with  two  or  three  salesmen  who  in  a  week's  time  would  be  able  to 
furnish  you  the  accurate  selling  price  of  every  kind  of  lace  that  has 
passed  through  the  customshouse  in  the  past  six  months.  It  is 
perfectlv  absurd  to  tell  those  of  us  who  try  to  sell  goods  that  it  is 
impossible  to  find  the  American  selling  value  of  lace. 

oenator  McLean.  How  long  would  it  take  you  to  furnish  that  in- 
formation ?     It  would  not  take  more  than  24  hours  ? 

Mr.  QuiNN.  I  say  that  a  couple  of  lace  salesmen  in  New  York, 
which  is  the  principal  market  for  lace  in  this  country,  inside  of  a 
week's  time  could  furnish  you  the  market  value  of  every  kind  of  lace 
sold  in  New  York. 

Although  I  do  not  appear  as  a  lawyer,  I  can  not  entirely  disas- 
sociate my  lawyer  ideas  of  things  from  the  argument  of  tms  ques- 
tion, and  from  the  standpoint  of  a  lawyer  it  seems  to  me  pitiful 
that  an  American  tariff  law  should  depend  for  its  honest  enforce- 
ment and  complete  enforcement  upon  evidence  to  be  collected 
in  scores  of  foreign  countries  where  we  have  absolutely  no  power  to 
compel  the  production  of  that  information  and  where  when  we  get 
that  information  we  get  it  notwithstanding  the  smoewhat  natural 
antipathy  of  the  foreign  manufacturer,  the  foreign  trade  organiza- 
tion ,  the  foreign  boards  of  trade,  as  will  be  shown  by  a  letter  introduced 
by  Mr.  Burgess  and  in  opposition  to  the  foreign  governments 
themselves. 

Now,  let  us  collect  this  information  at  home,  where  we  have  control. 
You  talk  about  sending,  in  answer  to  the  question  of  the  honored 
chairman  of  the  committee,  a  number  of  men  to  do  this  work.  It 
has  been  suggested  that  we  send  over  a  number  of  men.  Senator 
La  FoUette  said  a  dozen,  Mr.  Davis  mentioned  15,  while  the  chairman 
was  going  to  allow  50  to  go  to  Europe  to  collect  this  evidence.     How 
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are  you  going  to  collect  it  against  this  opposition?    How  are  you 

foing  to  enforce  it  ?  It  has  oeen  suggested  that  we  demand  their 
ooks,  and  when  they  refuse  we  exclude  them  from  bur  ports.  That 
would  be  an  embargo;  to  say  the  least,  it  would  be  an  offense  to  a 
friendly  nation.  I  think  we  should  not  take  such  extreme  measures 
as  that. 

Senator  Smoot.  There  would  be  retaliation. 

Mr.  QuiNN.  It  would  be  at  least  that.  I  say  let  us  have  this  basic 
foundation  for  our  tariff  structure,  whatever  it  is  to  be,  and  then  let 
us  construct  our  schedules  accordingly. 

I  have  listened  very  carefully  for  tne  objections  to  this  bill.  Senator 
McCumber  the  other  dav  suggested  something  that  was  certainly  an 
honest  and  well-founded,  objection  to  the  bill  if  it  existed,  and  it  was 
followed  up  to-day  by  Senator  Reed. 

You  will  remember  that  Mr.  Marvin  gave  substantially  the  same 
answer  in  reply  to  a  question  by  Senator  McCumber.  Mr.  Davis 
went  into  detail  this  morning  and  showed  the  impossibility  of  Ameri- 
can pyramiding  of  prices  ana  continuation  of  competition  with  foreign 
articles.  I  think  it  was  Senator  La  FoUette  who  suggested  possible 
difficulty  .when  you  could  find  no  competitive  or  comparable  article. 
The  bill  has  a  provision  in  regard  to  that.  Take  the  selling  price  of 
the  imported  article. 

I  make  another  suggestion  that  I  have  not  heard  before:  If  it  takes 
too  long  to  get  at  this,  take  the  sworn  statement  of  the  importer  as 
to  what  he  intends  to  sell  the  article  for.  We  now  take  his  statement 
on  the  invoice.     That  is  all  we  have. 

Senator  Smoot.  To-day  the  importer  is  compelled  to  make  an 
affidavit  as  to  the  value  of  his  goods  ? 

Mr.  QuiNN.  Yes,  that  is  true. 

Senator  Smoot.  What  reason  is  there  why  there  should  not  be,  also, 
an  affidavit  made  as  to  the  American  valuation  of  the  goods  ? 

Mr.  QuiNN.  There  is  no  reason.  That  would  not  impose  any  addi- 
tional burden  upon  him,  and  I  see  no  reason  why  the  invoice  should 
not  contain,  annexed  to  it,  a  sample  of  the.goods.  Why  shouldn't  the 
importer  annex  to  and  make  a  part  of  his  sworn  inventory  samples 
of  what  is  contained  therein.     He  has  samples. 

Senator  Smoot.  They  know  what  those  goods  will  be  sold  for  in 
America.  Make  that  a  statement  that  is  sworn  to,  and  that  will 
settle  it. 

Mr.  QuiNN.  You  bet  they  know.  No  one  buys  in  Europe  to-day 
without  having  determined  first  what  he  is  going  to  sell  for  in  this 
country. 

I  think  it  was  Senator  Watson  who  suggested  to  Mr.-  Culberson 
early  in  the  hearing  yesterday  that  there  had  been  an  approach  to 
this  plan  tried  in  the  early  days  of  our  national  existence,  and  Mr. 
Culberson  thought  that  the  plan  in  vogue  was  not  at  all  comparable 
to  that  proposed  in  the  present  House  bill,  and  so  he  and  others  have 
called  this  American  plan  revolutionary. 

I  think  the  language  of  the  tariff  bill  under  Washington  was  very 
similar  to  that  of  the  present  bill.  Let  me  quote  this  briefly.  It 
provided  that — 

Ad  valorem  duties  shall  )ye  assessed  upon  imported  merchandise  in  accordance  ^^'ith 
the  value  thereof  at  the  time  and  place  of  importation. 
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What  difference  is  there  ? 

This  plan  has  been  advocated  before.  It  is  not  something  that 
falls  upon  us  out  of  a  clear  sky.  If  I  am  correctly  informed  by  my 
reading — I  do  not  mean  reading  Congressional  Records,  but  reading 
current  literature  and  newspapers — it  is  a  fact  that  Henry  Clay 
advocated  this  system  in  the  early  thirties.  I  think  it  was  in  1833. 
President  Fillmore  advocated  it  in  1852,  and  an  Assistant  Secretary 
of  the  Treasury  under  President  Arthur,  as  late  as  1882,  advised  it. 
So  do  I  advise  it.  I  believe  that  the  question  you  have  asked  so 
often,  Senator  Smoot,  and  that  has  also  been  asked  by  Senator 
McLean,  is  capable  of  but  one  answer  under  the  present  depreciated 
condition  of  currency;  but  I  do  not  rest  my  support  of  the  American 
valuation  plan  upon  that  ground.  I  would  be  for  it  if  conditions  were 
normal.  I  agree  with  Mr.  de  Jong  that  before  it  has  been  in  vogue 
100  months  it  will  be  better  enforced  than  the  present  system,  which 
has  been  in  vogue  for  100  years. 

Senator  McCumber.  We  thank  you  very  much,  Mr.  Quinn. 

STATEMENT  OF  H.  A.  PHILLIPS,  BEPItESEin?INa  THE  AMEBICAN 
FABRICS  CO.,  LACE  MANTJFACTXJBERS,  BBIDOEPORT,  CONN. 

Senator  McCumber.  Whom  do  you  represent,  Mr.  Phillips? 

Mr.  Phillips.  The  American  Fabrics  Co.,  lace  manufacturers, 
Bridgeport,  Conn. 

Senator  McCumber.  Do  you  also  represent  the  American  Lace 
Association  ? 

Mr.  Phillips.  Yes;  and  the  American  Fabrics  Co.,  lace  manu- 
facturers of  Bridgeport,  Conn. 

Senator  McCumber.  We  will  be  very  glad  to  hear  from  you,  Mr. 
Phillips.  We  hope  that  you  will  be  able  to  give  vour  testimony 
without  duplicating  the  testimony  that  has  already  been  given. 

Mr.  Phillips.  I  shall  be  very  glad  to  try  to  do  that. 

We  are  for  the  American  market  value  because  we  believe  it  to  be 
easier  of  administration  and  more  accurate  of  administration,  and 
that  it  will  give  the  American  producer  more  reliable  protection  on 
account  of  its  stable  basis.  It  will  equalize  the  duties  from  all 
countries. 

It  will  not  raise  nor  lower  the  duties,  in  our  opinion.  It  will  simply 
change  the  basis  for  ad  valorem  duties. 

Duties  to  be  collected  depend  entirely  upon  the  rates. 

The  formula  which  I  have  heard  advocated  by  Mr.  Burgess  I 
believe  to  be  correct.  I  believe  Mr.  Davis's  interpretation  is  entirely 
wrong.  Mr.  Davis  stated  that  laces  in  the  rajme-Aldrich  law 
assessed  at  60  per  cent  ad  valorem  are  now  assessed  123  per  cent 
higher  under  the  37.5  per  cent  ad  valorem  on  the  American  valuation. 
By  what  process  of  reasoning  he  arrives  at  those  figures,  I  do  not  know, 
but  I  do  Know  this,  if  I  offer  an  article  made  in  our  plant  for  $1  and  I 
offer  this  article  at  $1  to  the  jobber,  he  will  tell  me,  as  one  did  tell  me 
actually  only  two  days  ago,  that  he  has  cut  out  all  the  domestic  lace 
manufacturers.  By  that  he  means  that  he  does  not  need,  nor  will 
he  buy,  from  them  any  longer.  And,  I  may  say,  he  is  perfectly 
reasonable.  I  asked  him  why?  He  said  that  with  37.5  per  cent 
duty,  American  valuation,  on  $1  he  can  buy  these  goods  more  cheaply 
in  the  foreign  markets. 
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Thirty-seven  and  one-half  per  cent  American  valuation  equals  60 
per  cent  foreign  market  value,  and  if  ^rou  keep  your  prices  higher  than 
that  you  can  not  sell  your  goods  in  tnis  country  any  longer;  and  that 
is  true. 

The  difference  in  the  laces  as  between  our  selling  prices  and  the 
foreign  manufacturers^  prices  is  a  great  deal  more  than  37.5  per  cent. 
The  rate  is  too  low.  But  we  will  take  that  up  later  when  we  nave  the 
opportunity. 

I  have  in  mind  just  now  an  article  which  we  try  to  sell  for  $1  and 
which  costs  in  Europe  28  cents;  37.5  per  cent  duty  would  be  37.5 
cents.  Add  28  and  37.5  and  you  will  nnd  that  the  total  cost  to  the 
importer  is  65.5  cents.  No  one  would  buy  our  goods  at  $1.  There- 
fore, the  article  is  out  of  the  market. 

Senator  McCumber.  Does  that  65.5  cents  include  the  freight,  an  d 
90  forth  ? 

Mr.  Phillips.  The  freight  and  insurance  on  laces,  as  well  as  the 
other  costs,  amount  practically  to  nothing,  because  they  are  very  easy 
to  transport.  You  could  transport  them  10  times  around  the  earth 
and  the  freight  charges  would  amoimt  to  practically  nothing.  The 
highest  for  that  that  the  importer  generally  figures  is  5  per  cent.  If 
we  add  5  per  cent  it  would  make  it  about  3  cents  more. 

We  can  not  sell  this  article  any  longer  against  competition.  There- 
fore, we  must  lower  our  selling  price.  In  order  to  compete  we  must 
lower  it  to  45  cents,  and  that  is  away  below  our  cost  of  production. 
Forty-five  cents  would  be  our  selling  price  in  order  that  we  might 
compete  with  the  foreign  manufacturer.  You  take  37.5  per  cent  of 
45  cents,  which  gives  you  17  cents.  You  then  add  28  cents,  which 
gives  you  45.   * ' 

Therefore,  Mr.  Davis^s  interpretation  of  it  would  be  wrong. 

If  we  made  the  selling  price  60  cents  we  would  still  be  out  of  the 
market.     In  other  words,  we  could  not  sell. 

The  present  law  does  not  provide  that  you  have  to  take  the  Amer- 
ican manufacturer's  supply.  It  must  be  the  market  price.  The 
article  must  be  on  the  market.  Should  we  make  it  60  cents,  then  we 
have  this  picture — 37i  per  cent  of  60  cents  is  22.5  cents.  Add  to  that 
the  foreign  manufacturer's  price  of  28  cents,  and  you  have  50.5  cents. 
Therefore,  the  foreigner  undersells  us. 

I  do  not  blame  my  good  customer  for  telling  me,  ''I  have  cut  all 
domestic  lace  manuJacturers,"  because  even  if  the  American  plan 
goes  into  effect  with  37.5  per  cent  instead  of  60  per  cent,  we  can  not 
compete. 

As  to  the  administrative  difficulties,  I  can  not  see  any  reason  why 
the  American  valuation  plan  should  not  bo  easier  of  administration 
than  the  other.  Every  thmg  new  requires  a  new  method.  The  Amer- 
ican valuation  plan  in  three  months  after  its  enactment  will  prove 
easy  of  administration.  The  appraisers  need  a  few  new  methods  and 
regulations. 

Textiles  are  practically  all  sold  by  numbers.  Attach  a  sample  card 
to  the  invoice  and  you  have  the  article.  The  appraiser  need  not 
open  every  case.  That  can  be  done  with  a  great  many  other  articles. 
Tnere  are  plenty  of  experts  available  at  the  present  time,  especially 
in  the  textile  industry,  to  help  the  appraisers  in  case  they  need  help. 
Speaking  for  the  lace  association,  I  wish  to  say  that  we  shall  be 
pleased  to  furnish  anything  they  want  for  the  American  manufac- 
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turers.  We  can  not  fun?ish  the  foreign  market  price;  neither  can 
the  appraiser;  neither  can  any  Government  official  go  to  Em^ope  and 
find  out  the  foreign  market  value.  It  has  not  been  done  in  100  years 
and  is  not  going  to  be  done  in  the  next  100  years. 
Senator  Watson.  Is  your  factory  runninjg  now  ? 
Mr.  Phillips.  We  are  running  on  part  time.  A  large  part  of  the 
goods  are  down  and  we  are  selfing  goods  at  less  than  cost  in  order 
to  keep  some  of  our  help  busy. 

Senator  Watson.  How  long  have  you  been  doing  that  ? 

Mr.  Phillips.  We  have  started  up  again.  We  were  practically 
shut  down  from  October  to  March. 

Senator  Watson.  Have  importations  of  lace  from  Germany 
increased  ? 

Mr.  Phillips.  Yes. 

Senator  Watson.  And  from  all  parts  of  Europe  ? 

Mr.  Phillips.  They  have  increased  to  such  an  extent  that  our 
former  customers  do  not  buv  from  us  at  all.  A  very  few  in  the  manu- 
facturing business  buy  goods  from  us  at  the  present  time  on  accoimt 
of  the  known  reliabilitv  of  our  association  supplying  them. 

Senator  Watson.  Where  is  your  principal  competition  ? 

Mr.  Phillips.  Germany. 

Senator  Watson.  Do  vou  know  what  the  cost  of  production  is 
over  there  ?  I  am  speaking  now  of  the  kind  of  lace  or  laces  that  you 
manufacture  in  your  plant  at  Bridgeport  ? 

Mr.  Phillips.  Yes,  I  can  figure  that  out.  I  can  give  that  to 
vou  almost  exactly  because  I  can  easily  find  out  the  wages  paid 
in  Germany. 

Senator  Watson.  Do  you  know  what  they  are  now  ? 

Mr.  Phillips.  The  lace  makers  are  probably  getting  what  amounts 
to  S3  a  week. 

Senator  Watson.  Now,  imder  the  existing  system  of  tariflF  what 
tariff  rate  would  have  to  be  imposed  on  the  imported  laces  to  afford 
you  protection  ? 

Mr.  Phillips.  We  filed  a  brief  with  the  Ways  and  Means  Com- 
mittee last  February.  To-day  we  stand  on  that  same  brief  exactly 
as  it  was  filed  .then.  That  brief  contained  one  item  after  another 
showing  that  under  the  60  per  cent  ad  valorem  rate  on  the  American 
valuation  plan 

Senator  Watson.  I  mean  under  the  present  law.  I  do  not  mean 
the  American  valuation. 

Mr.  Phillips.  Under  the  present  law  we  would  require  approxi- 
mately 150  per  cent.  Then  we  figure  only  to  make  such  goods  as 
we  have  been  in  the  habit  of  manufacturing  in  the  past.  There 
have  been  agreat  many  laces  that  we  can  not  manufacture. 

Senator  Watson.  I  Ho  not  see  how  you  would  make  it  on  150  per 
cent  protective  tariff  if  the  average  wage  there  is  $3  a  week  and  here 
you  are  paying  $20. 

Mr.  Phillips.  In  the  manufacture  of  laces  wages  are  not  the  sole 
factor.  Our  goods  are  made  of  cotton.  It  is  American  cotton  bought 
here.  Therefore,  on  the  material  we  are  practically  at  par.  So  far 
as  the  selling  expense  is  concerned,  we  would  also  be  practically  at 
par,  so  that  it  is  a  matter  of  labor  alone. 

Senator  Smoot.  You  do  not  spin  your  own  cotton  ? 

Mr*  Phillips.  No,  sir;  we  do  not.     We  buy  our  own  yams. 

Senator  McCuhber.  We  thank  you. 

81627— 22— A  V 11 
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8TATEHBNT  OF  JOHN  &.  BAPTEB,  BEPBBSBNTINa  THE  LACB 
AND  BMBKOIDEBY  ASSOCIATION  OF  AHEBICA. 

The  Chaibman.  Mr.  Rafter,  whom  do  you  represent  ? 

Mr.  Rafter.  I  represent  the  Lace  Embroidery  Association  of 
America,  consisting  of  40  business  houses,  all  of  which,  with  one 
exception,  are  located  in  New  York  City,  the  exception  being  located 
in  Pniladelphia.  All  are  engaged  in  the  business  of  importing  and 
dealing  in  laces,  embroideries,  trimmings,  and  novelties  of  various 
kinds,  largely  intended  for  women's  wear. 

Senator  Watson.  I  was  not  listening  attentively.  Did  I  under- 
stand you  to  say  you  represent  the  importers  or  manufacturers  of 
lace  ? 

Mr.  Rafter.  I  said  that  they  are  engaged  in  importing  and  dealing 
in  laces,  and  so  on.  I  might  also  add  to  that  these  houses  not  only 
deal  in  imported  laces  and  embroideries  but  also  domestic  laces  and 
embroideries,  and  that  some  few  of  them  also  manufacture  em- 
broideries in  this  country.  In  support  of  that  last  statement  that 
there  are  some  manufacturing  interests  among  the  houses  that  I 
represent,  I  would  like  to  file  with  the  committee  several  question- 
naires showing  their  plants  and  investments  and  the  output  and  the 
number  of  hands  employed  in  each. 

(The  questionnaires  referred  to  are  as  follows:) 

Nbw  York,  May  20 ,  1921. 
Mr.  Carl  W.  Stern,  U  StaU  Street,  City. 

Dear  Mr.  Stern:  Inclosed  please  find  the  questionnaire  relating  to  embroidery 
plants  controlled  by  the  firms  of  our  association  m  this  country,  six  in  all. 
Very  truly,  yours, 

The  Lace  and  Embroidbrt  Association  of  America, 
Theodore  C.  LeF&vre,  Executive  Secretary. 


Krw  York,  May  if,  192 1. 
Einstein  Wolfp  Co.,  1116  Broadway. 

Gentlemen:  For  the  purpose  of  assisting  Mr.  Carl  W.  Stem,  attorney,  and  Mr. 
John  R.  Rafter,  of  counsel,  who  are  acting  for  our  association  in  our  i)rotest  in  connec- 
tion with  American  values  on  imports,  it  will  be  greatly  appreciated  if  you  will  please 
advise  us  at  the  earliest  possible  moment  regarding  the  following: 

Question  1.  What  are  the  plants  controlled  by  you  in  this  country? 

Answer.  Kursheed  Manufacturing  Co. 

Question  2.  Where  located? 

Answer.  One  hundred  and  thirty-seventh  Street,  Willow  Avenue,  Bronx. 

Question  3.  What  space  do  they  occupy? 

Answer.  One-half  block. 

Question  4.  How  manv  hands  employed? 

Answer.  Two  hundred  to  two  hundred  and  fifty. 

Question  5.  What  is  the  yearly  output? 

Answer.  One  and  one-half  millions. 

Question  6.  What  is  the  estimated  investment  in  the  plants? 

Answer.  Over  three-fourths  of  a  million. 

The  information  will  be  of  value  to  Messrs.  Stern  and  Rafter  in  contraverting  cer- 
tain statements  made  to  the  House  committee  by  certain  American  manufacturerp 
who  spoke  against  our  protest. 

Anticipating  the  kindness  of  your  immediate  attention,  and  with  assurances  of 
appreciation,  we  are, 

Ver}'  truly,  yours, 

The  Lace  and  Embroidery  Association  of  America, 
Theodore  C.  LeF^vre,  Executive  Secretary. 
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New  York,  May  H,  1921, 
MusBR  Bros. 

Gbntlbmen:  For  the  purpose  of  aseiBting  Mr.  Carl  W.  Stem,  attorney,  and  Mr. 
John  R.  Rafter,  of  counflel,  who  are  acting  for  our  aasociation  in  our  protest  in  connec- 
tion with  American  values  on  imports,  it  will  be  greatly  appreciated  if  you  will  please 
advise  us  at  the  earliest  possible  moment  regarding  the  following: 

Question  1.  What  are  the  plants  controlled  by  you  in  this  country? 

Answer.  One  embroidery  plant. 

Question  2.  Where  located? 

Answer.  220  East  Twenty-second  Street,  Bronx,  N.  Y. 

Question  3.  What  space  they  occupy? 

Answer.  Eighty  by  one  hundred  and  twenty  feet. 

Question  4.  How  many  hands  employed? 

Answer.  Seventy. 

Question  5.  What  is  the  yearly  output? 

Answer.  $125,000. 

Question  6.  What  is  the  estimated  investment  in  the  plants? 

Answer.  $40,000. 

The  information  will  be  of  value  to  Messrs.  Stem  and  Rafter  in  controverting  certain 
statements  made  to  the  House  committee  by  certain  American  manu^Eu^turers  who 
spoke  against  our  protest. 

Anticipating  the  kindness  of  your  immediate  attention,  and  with  assurances  o\ 
appreciation,  we  are, 

Very  truly,  yours. 

The  Lace  and  Embroidery  Association  of  America, 
Theodore  C.  LeF^vre,  Executive  Secretary. 


New  York,  May  It,  19^1, 
Blanck  &  Ck>. 

Gentlemen:  For  the  purpose  of  assisting  Mr.  Carl  W.  Stem,  attorney,  and  Mr.  John 
R.  Rafter,  of  counsel,  wno  are  acting  for  our  association  in  our  protest  in  connection 
with  American  values  on  imports,  it  will  be  greatly  appreciated  if  you  will  please 
advise  us  at  the  earliest  poesiole  moment  regarding  the  following: 

Question  1.  What  are  the  plants  controlled  by  you  in  this  country? 

Answer.  Alpha  Embroidery  Co. 

Question  2.  Where  located? 

Answer.  West  New  York,  N.  Y. 

Question  3.  What  space  they  occupy? 

Answer.  One  hundred  and  fifty  thousand  square  feet. 

Question  4.  How  many  hands  employed? 

Answer.  About  100. 

Question  5.  What  is  the  yearly  output? 

Answer.  $250,000. 

Question  6.  What  is  the  estimated  investment  in  the  plant? 

Answer.  $150,000. 

The  information  will  be  of  value  to  Messrs.  Stem  and  Rafter  in  controverting  cei- 
tain  statements  made  to  the  House  committee  by  certain  American  manufocturert- 
who  spoke  ajgainst  our  protest. 

Anticipatuig  the  kindness  of  your  immediate  attention,  and  with  assurances  o/ 
appreciation,  we  are, 

Very  tmly,  yours, 

The  Lace  and  Embroidery  Association  oy  America, 
Theodore  C.  LeFAvrb,  Executive  Secretary. 


New  York,  3fay  li,  1921. 

LOBR   <&    SCHOENPELD  Co. 

Gentlemen:  For  the  purpose  of  assisting  Mr.  Carl  W.  Stem,  attorney^  and  Mr. 
John  R.  Rafter,  of  counsel,  who  are  acting  for  our  association  in  our  protest  m  connec- 
tion with  American  values  on  imports,  it  will  be  greatly  appreciated  if  you  will  please 
adxdse  us  at  the  earliest  possible  moment  regarding  the  following: 

Question  1.  What  are  the  plants  controlled  by  you  in  this  country? 

Answer.  Glenham  Embroidery  Co.;  Camden  Curtain  &  Embroidery  Co. 

Question  2.  Where  located? 

Answer.  Beacon,  N.  Y.;  Camden,  N.  J. 
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Question  3.  What  space  they  occupy? 

Answer.  Four  large  manuiacturing  buildings  at  Beacon,  N.  Y.;  one  entire  square 
block  at  Camden,  N.J. 

Question  4.  How  many  hands  employed? 

Answer.  Approximately,  600  at  Beacon,  N.  Y.;  approximately,  1,0C0  at  Camden, 
N.  J. 

Question  5.  What  is  the  yearly  output? 

Answer.  Approximately,  $1,500,000  at  Beacon,  N.  Y.;  approximately,  $3,000,000 
at  Camden,  N.J. 

Question  6.  What  is  the  estimated  investment  in  the  plants? 

Answer.  $1,250,000  at  Beacon,  N.  Y. ,  approximately,  $750,000  al  Camden^  N.  J. 

The  information  will  be  of  value  to  Messrs.  Stem  and  Rafter  in  contraverting  certain 
statements  made  to  the  House  committee  by  certain  American  manufacturers  who 
spoke  a^nst  our  protest. 

Anticipating  the  kindness  of  your  immediate  attention,  and  with  assuraoces  of 
appreciation,  we  are. 


Very  tnily,  yours. 


The  Lace  and  Embroidery  Association  of  America, 
Theodore  C.  LeFi^vre,  Executive  Secretary. 


New  York,  May  12,  1921. 
Klauber  Bros.  &  Co. 

Gentlemen:  For  the  purpose  of  assisting  Mr.  Carl  W.  Stem,  attomey,  and  Mr. 
John  R.  Rafter,  of  counsel,  who  are  acting  for  our  association  in  our  protest  in  con- 
nection with  American  values  on  imports,  it  will  be  greatly  appreciated  if  you  will 
please  advise  us  at  the  earliest  possible  moment  regarcnng  the  following: 

Question  1.  What  are  the  plants  controlled  by  you  in  this  country? 

Answer.  Klauber  Embroiaery  Works. 

Question  2.  Where  located? 

Answer.  Alfred,  Me. 

Question  4.  How  many  hands  employed? 

Answer.  Average  60. 

Question  5.  What  is  the  yearly  output? 

Answer.  $200,000. 

Question  6.  What  is  the  estimated  investment  in  the  plant? 

Answer.  $38,500. 

The  information  will  be  of  value  to  Messrs.  Stern  and  Rafter  in  controverting  cer- 
tain statements  made  to  the  &ouse  committee  by  certain  American  manufacturers 
who  spoke  against  our  protest. 

Anticipating  the  kindness  of  your  immediate  attention,  and  with  assurances  of 
appreciation,  we  are, 

Very  tmly,  yours. 

The  Lace  and  Embroidery  Association  of  America, 
Theodore  C.  LeF^vre,  Executive  Secretary. 

One  of  these  houses,  by  the  way,  manufacturing  in  this  country,  is 
the  largest  domestic  embroidery  manufacturing  plant  in  the  country. 
That  is  known  as  the  Glenham  Embroidery  Co.  and  is  located  in  New 
York. 

The  Chairman.  Did  you  present  your  views  to  the  Committee  on 
Ways  and  Means  ? 

Mr.  Rafter.  I  did,  sir,  within  the  limited  time  at  my  disposal,  and 
as  well  as  I  could  under  the  circumstances. 

The  Chairman.  Is  there  anything  to  be  added  to  what  you  had  to 
say  before  that  committee? 

Mr.  Rafter.  My  views,  Mr.  Chairman,  were  not  as  complete  as  I 
should  like  to  have  had  them.     I  would  like  to  state  my  case  again. 

The  Chairman.  We  would  like  to  get  through  with  the  men  who 
are  waiting  here  this  afternoon.  We  have  several  more  here  and  some 
in  the  distance. 

Mr.  Rafter.  I  might  also  say  for  the  information  of  the  committee 
that  for  some  seven  years  and  up  to  a  recent  time  I  was  engaged  as 
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Government  counsel  in  customs  matters  and  during  that  time  was 
largely  engaged  in  the  preparation  and  trial  of  valuation  cases  of  all 
kinds. 

The  Chairman.  State  something  that  is  not  in  the  House  hearings. 

Mr.  Rafter.  The  duties  on  the  merchandise  which  I  am  speakmg 
of  are  generally  60  per  cent.  That  applies  practically  to  all  lines. 
The  total  duties  paia  by  these  lines  dunn^  the  year  1920  amounted 
to  approximately  $25,000,000.  It  is  the  jud^ent  of  these  houses 
that  ii  the  American  valuation  plan  as  emoodied  in  the  Fordney  bill 
becomes  law,  they  will  be  compelled  to  stop  marketing  their  goods. 
The  reason  for  that  conclusion  on  their  part  will  be  best  understood 
by  keeping  in  mind  the  character  of  the  goods  which  they  import. 

"^  The  Chairman.  Were   these   goods   produced   before   the  House 
committee  ? 

Mr.  Rafter.  No,  sir.  The  samples  were  not  produced  before  the 
House  committee. 

Senator  Smoot.  Where  are  the  goods  imported  from  ? 

Mr.  Rafter.  France,  England,  Switzerland,  and  Germany. 

Senator  Smoot.  And  Belgium  ?    Don't  you  get  lace  from  Belgium  ? 

Mr.  Rafter.  Probably  some,  but  not  as  much  as  fromr  other 
countries.  In  the  first  place,  all  of  these  goods,  without  exception, 
are  properly  described  as  articles  of  fashion,  goods  which  are  highly 
seasonaole,  goods  which  are  novelties,  special  in  character,  having 
their  own  pecuhar  styles,  patterns,  and  designs  almost  invariable  ana 
intricate. 

The  Chairman.  The  committee  is  somewhat  familiar  with  the  defi- 
nition of  fashionable  fabrics. 

Mr.  Rafter.  Yes.  I  thought  it  might  be  helpful  to  the  committee 
if  it  had  some  concrete  illustrations  of  what  tne  merchandise  looks 
like. 

The  Chairman.  Most  of  the  committee  members  have  known  for 
20  or  30  years  of  these  particular  fabrics. 

Mr.  Rafter.  The  next  point  to  be  considered  is  the  selhng  method 
which  these  houses  by  the  very  nature  of  their  imports  are  compelled 
to  adopt  in  disposing  of  their  goods  in  this  coimtrv.  The  ^oods 
which  they  import  are  either  sold  here  before  the  orders  are  placed 
with  the  foreign  manufacturer  on  the  other  side,  or  else  they  are  sold 
here  against  orders  already  placed  on  the  other  side.  In  both  cases 
there  are  samples  produced  oy  their  salesmen  in  this  country.  The 
goods  are  all,  with  veiy  few  exceptions,  made  to  order  by  the  for- 
eign manufacturers.  They  are  not  carried  in  stock  there.  They 
take  from  three  to  six  months  to  manufacture. 

In  order  to  market  these  goods  as  business  men  and  merchants  in 
this  country,  both  as  applied  to  goods  sold  in  advance  of  orders  and 
to  goods  sold  against  orders  already  placed  on  the  other  side,  it  is 
naturally  necessary  for  these  merchants  to  know  their  costs.  That 
means  not  only  foreign  costs  plus  the  landing  charges,  but  also  the 
duty,  which  on  these  particular  goods,  being  60  per  cent  at  the  pres- 
ent time,  is  a  very  big  item  of  cost. 

Senator  Smoot.  That  is  also  true  under  the  present  system.  You 
have  got  to  do  the  same  thing.  The  American  valuation  plan  will 
not  make  any  difference. 

Mr.  Rafter.  It  would  make  this  difference,  if  I  may  suggest  it, 
Seuator:   At  the  present  time  the  importers  know  with  reasonable 
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certainty  what  their  duties  are  going  to  be  before  they  order  their 
goods  from  the  other  side.  Under  the  new  plan  of  appraisement  that 
will  not  be  the  case. 

Senator  Smoot.  I  think  it  will  be  a  great  deal  easier  with  the 
American  valuation  plan  for  an  American  buyer  to  ^et  the  American 
value  here  of  the  goods  than  it  is  for  him  to  laiow  me  foreign  value. 
I  think  he  can  know  exactly  what  his  goods  are  going  to  cost. 

Mr.  Raffer.  Suppose,  Senator,  we  analyze  the  situation  to  see  if 
that  is  true.  Unaer  the  definition  of  value  which  is  to  be  taken  as 
the  basis  of  duty  under  the  Fordney  bill  the  first  test  will  be  the 
selling  prices  of  comparative  and  competitive  domestic  products  in 
the  principal  markets  of  the  United  States:  These  prices  the  im- 
porters do  not  know. 

Senator  Smoot.  Do  you  mean  to  say  that  the  American  importer 
does  not  know  what  the  prices  are  in  tms  country  ? 

Mr.  Rafter.  I  mean  just  that  with  regard  to  comparable  and  com- 
peting goods. 

Senator  Smoot.  Then  he  is  silly  to  buy  without  knowing  what 
price  he  has  to  meet.  I  hardly  think  there  was  ever  a  buyer  who 
went  to  Europe  without  knowing  whether  he  could  meet  the  price 
of  ffoods  made  in  America. 

Mr.  Rafter.  He  may  have  an  idea  that  the  range  of  prices  is 
higher  than  on  the  other  side,  but  even  if  he  has  the  idea  he  may 
not  know  what  the  price  is. 

Senator  Smoot.  If  he  does  not  know  his  business,  then  he  will  go 
''busted''  sooner  or  later. 

Mr.  Rafter.  Further  than  that,  there  is  another  factor  which  is 
an  unknown  quantity,  so  far  as  the  importer  is  concerned,  and  that 
is  there  are  no  comparable  goods  of  domestic  make  here  and  no  way 
of  knowing  what  would  be  the  appraiser's  idea  of  comparability. 

The  Chairman.  That  has  all  been  gone  over  very  carefully  in  these 
hearings.  With  other  gentlemen  waiting  here,  is  it  fair  to  take  up 
the  time  of  the  committee  with  platitudes  ?  The  committee  wants 
to  be  patient  and  give  the  gentleman  every  opportunity,  but  com- 
parability has  been  discussed  here  for  a  day  and  a  half. 

Mr.  Rafter.  I  was  not  here,  sir. 

The  Chairman.  That  is  unfortunate,  but  the  committee  has  been 
patiently  here  in  this  hot  weather  listening  to  these  arguments. 

Senator  McLean.  Are  goods  comparable  to  these  made  in  this 
country? 

Mr.  Kaiter.  Some;  yes.  Others,  I  would  say  oflFhand,  no.  I  anT 
not  a  merchant,  but  my  information  is  that  in  some  of  the  lines  com- 

f>arable  goods  are  made;  that  is,  what  would  be  staple  goods,  cheaper 
aces  and  embroideries. 

Senator  McLean.  Then  I  suppose  the  man  who  purchased  them 
abroad  knows  what  he  is  going  to  sell  them  for  ? 

Mr.  Rafter.  Those  that  are  not  comparable  ? 

Senator  McLean.  Yes.  He  knows  what  he  is  going  to  sell  them 
for  in  this  country. 

Mr.  Rafter.  He  knows  now;  yes. 

Senator  Smoot.  And  if  we  provide  in  this  bill  that  he  has  to  take 
an  oath  as  to  the  value  of  those  goods  in  this  country,  what  they  are 
going  to  be  sold  at,  the  same  as  ne  is  compelled  to  do  now  as  to  the 
value  of  foreign  goods,  there  will  not  be  very  much  trouble  in  collect- 
ing the  duties. 
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Mr.  Rafteb.  That  would  be  true  if  he  knew  his  own  selling  price 
would  be  adopted  by  the  appraiser,  but  he  does  not  know  that.  As 
I  say,  the  first  and  primary  method  would  be  to  resort  to  domestic 
rates. 

Senator  Smoot.  If  the  appraiser  does  not  accept  that  price,  the 
appraiser  has  to  show  him  there  are  other  goods  tnat  would  sell  for 
more  or  less. 

Mr.  Rafter.  No;  the  burden  is  on  the  importer,  sir. 

Senator  Smoot.  Not  after  he  has  taken  an  oath,  if  we  provide  that. 

Mr.  Rafter.  The  importer  is  obliged  to  declare  the  true  dutiable 
value  before  appraisement. 

Senator  Smoot.  On  any  foreign  goods,  but  this  bill  requires  him 
to  declare  under  oath  the  American  selling  price. 

Mr.  Rafter.  There  is  a  provision,  sir,  that  if  it  is  not  the  true 
dutiable  value  as  eventually  found  by  the  appraiser,  he  would  be 
subjected  to  additional  duty  in  the  natiu-e  of  a  penalty. 

I^enator  Smoot.  That  is  a  penalty. 

Mr.  Rafter.  Yes,  sir. 

Senator  Smoot.  I  am  speaking  of  requiring  him  to  do  it  the  same 
as  he  is  required  now  to  make  an  affidavit  as  to  the  foreign  cost  of 
the  goods. 

Mr.  Rafter.  That  is  in  the  nature  of  a  penalty. 

Senator  McLean.  Most  of  these  goods  come  in  under  invoice  value, 
do  they  not? 

Mr.  Rafter.  The  invoice  value,  sir  ? 

Senator  McLean.  Yes. 

Senator  Watson.  You  mean  now  ? 

Senator  McLean.  Now;  yes. 

Mr.  Rafter.  At  the  invoice  value;  yes,  sir;  at  the  purchase  price. 

Senator  McLean.  Without  any  regard  to  what  the  real  market 
value  is  ? 

^  Mr.  Rafter.  If  there  is  any  difference,  of  course,  they  t^ke  the 
higher  valuation. 

Senator  McCumber.  Do  you  have  any  difficulty  whatever  with  the 
appraisers  not  agreeing  with  the  values  that  are  given  in  the 
inventories  ? 

Mr.  Rafter.  In  the  invoice  ? 

Senator  McCumber.  Yes. 

Mr.  Rafter.  Very  frequently.  They  have  differed  ideas  about 
values  than  the  importers. 

Senator  McCumber.  Do  you  have  very  much  trouble  of  that  kind  ? 

Mr.  Rafter.  Very  frequently. 

Senator  McCumber.  You  would  have  no  less  or  no  greater  if  you 
had  the  American  valuation  than  with  a  foreign  valuation,  would 
you? 

Mr.  Rafter.  In  my  judgment  the  number  of  differences  resulting 
in  appeals  from  reappraisement,  in  the  nature  of  protests  from  the 
appraisers'  findings,  would  be  multiplied  many  times  over. 

Senator  McCumber.  Because  of  the  fact  that  they  have  to  examine 
the  American  price  ? 

Mr.  Rafieb.  Because  of  the  fact  that  you  are  getting  away  from 
the  appraisement  of  the  exact  goods  based  upon  the  foreign  value  of 
the  exact  goods,  and  take  a  substituted  value  of  other  goods  which 
are  said  to  be  comparable,  a  value  which  must  be  found  in  many 
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different  places,  or  at  least  in  one  place  out  of  many  different  places 
in  this  country,  as  compared  with  a  more  restricted  locality  under  the 
present  system. 

Senator  Smoot.  There  are  not  as  many  places  in  the  United  States 
as  in  the  balance  of  the  world  ? 

Mr.  Rafter.  That  is  true,  Senator,  but  I  am  sure  you  will  agree 
with  me  that  in  any  foreign  country,  I  don't  care  what  one  you  take, 
for  almost  any  given  commodity,  there  is  only  one  principal  market 
and  the  appraisers  know  where  that  market  place  is,  and  they  know 
who  are  selling  in  that  market  place,  and  they  know  how  to  describe 
the  merchandise  which  they  require  information  on. 

Senator  Smoot.  There  are  different  prices  in  different  parts  of  the 
world  on  the  same  class  of  goods  ? 

Mr.  Rafter.  You  mean  m  different  countries  ? 

Senator  Smoot.  Certainly. 

Mr.  Rafter.  If  you  can  find  the  same  piece  of  goods  in  different 
countries  you  may  find  different  prices. 

Senator  Smoot.  Certainly. 

Mr.  Rafter.  As  an  example,  take  chinaware  coming  from  France 
or  Japan,  or  Germany,  or  England.  They  are  all  different.  No- 
body for  a  moment  would  say  that  the  commodities  coming  from 
those  countries  are  the  same,  even  though  they  are  all  described  as 
chinaware. 

Senator  Smoot.  There  are  cotton  goods  and  woolen  goods  and  a 
good  many  such  goods. 

Mr.  Rafter.  Take  our  own  line,  which  we  are  concerned  with. 
Laces  coming  from  England  are  not  the  same  as  laces  from  France 
or  laces  from  Germany,  and  they  sell  in  different  countries  depend- 
ing upon  their  desirability  from  the  standpoint  of  the  buyer. 

Senator  McCumber.  We  have  five  witnesses  and  propose  to 
adjourn  at  five  o'clock.  We  have  only  about  seven  minutes  for  each 
witness, 

Mr.  Rafter.  I  shall  be  very  brief  in  concluding  my  remarks,  if 
I  may  go  on  for  a  moment. 

The  Chairman.  You  can  put  any  brief  into  the  record  you  desire. 

Mr.  Rafter.  May  I  ask  how  long  I  will  be  allotted  for  that  pur- 
pose ? 

The  Chairman.  You  can  have  as  long  as  you  desire  to  put  in 
your  brief.     You  may  put  in  your  brief  any  time  next  week. 

Mr.  Rafter.  There  is  one  further  point  I  would  like  to  suggest 
to  the  committee,  and  that  is,  even  m  the  case  where  it  is  found 
there  are  no  comparable  domestic  goods  being  sold  in  this  country, 
and  where  the  appraiser  as  a  consequence  is  permitted  to  follow 
the  value  for  sale  of  the  imported  goods,  he  is  not  limited  to  the 
price  of  the  particular  goods,  but  he  must  take  into  consideration 
the  value  of  all  comparable  imported  goods. 

The  Chairman.  Put  that  in  your  brief.  Mr.  Howard  is  here, 
representing  the  Grasselli  Chemical  Co.,  and  I  promised  him  faith- 
fully he  would  have  an  opportunity  to  be  heard.  He  has  to  leave 
the  city  to-night. 

brief  of  johk  r.  rafter,  reprebentiko  the  lace  akd  embroxdert 

ASSOCIATIOir  OF  AMERICA. 

The  Lace  and  Embroidery  Association  of  America  consists  of  the  40  American 
business  houses  named  below  which  are  engaged  in  the  importation  and  sale  of  lacee 
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and  lace  articles,  embroideries  and  embroidered  articles,  trimmings,  fancy  cotton 
goods  and  novelties,  and  deal  in  domestic  as  well  as  foreign  products. 

As  merchants,  we  know  what  selling  methods  must  be  followed  in  marketing  our 
goods  in  tlus  country  and  what  risks  may  and  may  not  be  incurred  in  buying  our 
merchimdise  abroad. 

When  selling  goods  for  future  delivery  and  when  buying  goods  for  stock,  we  must 
know  what  the  duty-paid  cost  of  our  merchandise  will  be,  for  on  our  lines  of  imports 
dir^  is  a  bi^  element  of  cost. 

With  foreign  valuation  as  a  basis  for  asseasing  duties,  we  know  with  reasonable 
certainty  wlutt  the  amount  of  duty  will  be.  Under  the  American  valuation  plan  of 
the  Fordney  tariff  bill  the  amount  of  duty  on  our  importations  will  not  be  known  to 
us  until  aiter  arrival  and  appraisement  of  our  merchandise,  nor  will  it  be  possible  to 
approximate  it  any  earlier. 

The  American  valuation  plan,  therefore,  dedtroys  the  very  foundation  on  which 
our  importing  business  is  based — our  knowledge  of  costs. 

The  association  and  its  members  earnestly  protest  against  its  enactment,  urgently 
request  that  such  additional  tariff  protection  as  may  be  necessary  be  provided  for  in 
a  manner  which  will  still  permit  importii^,  and  respectfully  invite  tne  attention  of 
the  Committee  on  Finance  to  the  following  criticism  of  the  proposed  law: 

THE  PROPOSED  LAW. 

« 

Section  402,  Title  IV,  of  the  Fordney  tariff  bill  (H.  R.  7456)  provides  for  the  asseis- 
ment  of  ad  valorem  duties  on: 

(1)  The  selling  price  of  comparable  and  competitive  domestic  products  in  the 
principal  market  or  markets  of  the  United  States  on  the  date  of  exportation  of  the 
im.ported  merchandise. 

Or,  when  such  value  can  not  be  ascertained — 

(2)  The  value  of  the  imported  merchandise  for  sale  in  the  United  States  on  said 
date,  to  be  determined  from — 

(a)  The  eelling  price  or  cost  of  production  of  comparable  domestic  product-?. 

(6)  The  selling  price  in  the  United  States  of  comparable  imports. 

(c)  The  selling  price,  market  value,  or  cost  of  production  of  the  imported  mer- 
chandise in  the  foreign  country,  plus  or  minus  any  or  all  costs,  charges,  expenses, 
duties,  profits,  or  commission. 

The  first  and  second  methods  of  appraisement  are  not  alternate  in  the  sen^e  that 
either  may  be  used  at  will;  but  on  tne  contrary  the  second  method  is  applicable 
only  upon  failure  of  the  firat.  Under  the  second  method  the  criteria  of  value  mentioned 
under  subdivisions  (a),  (6),  and  (c),  supra,  are  neither  mandatory  nor  exhaustive, 
nor  is  any  definite  mode  of  appraisement  prescribed.  Comparability  of  merchan- 
dise is  neither  defined  nor  explained. 

THE  PURPOSE  OF  THE  MEASURE. 

The  avowed  purpose  of  the  American  valuation  plan  is  to  afford  protection  against 
ira.ix>rts  from  those  countries  whose  low  production  costs  and  depreciated  currencies 
are  said  to  render  impossible  the  fixing  of  adequate  protection  rate?  without  at  the 
!«ame  time  making  such  rate.^  prohibitive  as  to  other  countries.  It  is  directed  par- 
ticularly against  German  goods. 

That  being  its  express  purpose,  it  becomes  pertinent  to  inquire  into:  (1)  The  reality 
of  the  menace;  (2)  the  appropriateness  of  the  remedy. 

Reality  of  the  menace. — Advocates  of  the  plan  allege  that  German  costs  of  production 
are  lower  than  American  costs.  This  has  always  been  true.  They  also  declare  that 
the  difference  in  costs  is  accentuated  to-day,  because  German  costs  are  now  expressed 
in  a  currency  which  has  greatly  depreciated  and,  when  reduced  to  our  money,  amount 
to  only  a  fraction  of  prewar  costs  in  the  same  country.  In  support  of  this  declaration 
figures  were  furnished  to  the  Committee  on  Ways  and  Means  and  alleged  comparisons 
were  drawn.  We  make  no  point  of  the  fact  that  all  such  information  was  presented 
by  advocates  of  American  valuation  or  by  parties  admittedly  seeking  high  protective 
dutiee.  We  do  assert  that  the  comparisons  so  attempted  were  absurdly  incomplete 
and  consequently  unreliable. 

Comparative  costs  to  amount  to  anything  must  include  all  elements  of  cost.  Not 
labor  alone,  but  raw  material  and  all  overhead  expense  as  well  must  be  considered . 
In  this  connection  the  now  important  element  of  taxation  must  not  be  overlooked . 
Our  search  for  the  cost  figures  submitted  to  the  Committee  on  Ways  and  Means  in  its 
recent  tariff  hearings  reveals  that  the  showing  was  invariably  limited  to  the  price  of 
labor  alone.    It  was  shown  how  German  labor  receives  the  equivalent  of  about  80  cents 
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a  day  as  compared  with  a  wage  for  the  American  workmen  of  approximately  six  times 
that  amount.  It  was  demonstrated  that  this  condition  was  due  to  the  low  value  of  the 
German  mark.  Nothing  was  said  of  the  fact  that,  while  enjoying  the  benefits  of  de- 
preciated currency  in  the  matter  of  labor  costs,  the  German  manufacturer  must,  be- 
cause of  that  selfsame  depreciation  in  ciurency,  pay  dearly  when  it  comes  to  the  pur- 
chase of  his  raw  material.  As  very  few  German  industries  are  supplied  with  and  sup- 
ported by  materials  of  native  origin ,  this  point  can  not  be  too  strongly  emphasized. 

There  has  been  no  attempt  from  any  source,  so  far  as  our  knowledge  goes,  to  make 
a  single  complete  comparison  of  German  and  domestic  costs. 

Fifther,  the  statements  made  that  because  of  depreciation  in  currency  German 
costs  and  prices  are  only  a  fraction  of  what  they  were  before  the  war  is  unsupported 
evidence  and  at  variance  with  the  facts.  In  this  connection  it  must  be  remembered 
that  as  the  exchange  value  of  the  German  mark  declined  the  price  of  German  mer- 
chandise in  marks  increased. 

This  subject  was  fully  covered  at  the  hearings  before  the  Committee  on  Finance 
on  the  emergency  tariff  bill  (H.  R.  2435)  in  connection  with  the  proposal  of  the  Com- 
mittee on  Wa3rs  and  Means  to  limit  the  conversion  value  of  foreign  currencies  to  not 
less  than  one-third  their  standard  metal  value.  Hearings  were  held  by  the  Com- 
mittee on  Finance  on  April  18,  19,  21,  22,  23,  and  26,  1921,  at  which  times  several 
Government  officials  as  well  as  interested  parties  appeared  and  testified.  As  a  result 
of  such  testimony  it  was  proven  beyond  question  that  the  number  of  marks  now 
required  to  purchase  practically  all  lines  of  German  goods  is  so  much  larger  than  the 
number  of  marks  reauired  to  purchase  the  same  goods  before  the  war  that  present 
prices  reduced  to  dollars  at  the  current  rate  of  exdiange  will  show  at  least  the  same 
result  in  our  money  as  prewar  prices  reduced  to  dollars  at  the  standard  metal  value 
of  the  mark. 

In  so  far  as  our  own  lines  of  merchandise  are  concerned,  viz,  laces  and  embroideries, 
those  which  we  import  from  Germany  cost  at  least  twenty  times  as  many  marks  as 
they  did  before  the  war.  The  exchange  value  of  the  mark  to-day  is  about  1.25  cents, 
or  approximately  one-nineteenth  its  standard  metal  value  of  23.8  cents. 

Appropriateness  of  the  remedy. — ^The  proposed  measure  will  not  remove  the  alleged 
advantage  of  Germany  and  other  low  production  cost  countries.  The  most  it  will  do 
will  be  to  increase  the  item  of  duty  alone  on  imports  coming  from  sudi  countries.  It 
will  at  the  same  time  and  to  the  same  extent  increase  the  duty  on  imports  from  ail 
other  foreign  countries. 

The  landed  cost  of  the  goods,  however,  will  not  be  affected  in  any  way;  and  the  duty- 
paid  cost  of  merchandise  coming  from  each  foreign  country  will  still  retain  the  same 
relative  position  which  it  holds  under  the  present  system  of  foreign  valuation. 

It  is  difficult,  therefore,  to  see  what  possible  benefit  can  accrue  to  foreign  countries 
with  high  production  costs  by  reason  of  equalizing  duties  under  the  American  valuation 
plan,  for  even  as  to  such  of  their  products  as  may  come  in  competition  with  German 
goods  the  final  cost  to  the  importer,  including  duties  will  exceed  the  duty-paid  cost 
of  German  goods  by  the  difference  between  Uieir  respective  landed  costs. 

On  the  oQier  hand,  the  great  bulk  of  imports  coming  from  foreign  countries  with 
high  production  costs,  wMcn  do  not  in  any  sense  compete  with  German  merchandise, 
will  be  adversely  affected  not  merely  by  the  greater  autiee  imposed  under  the  Amer- 
ican valuation  plan  but  particularly  because  of  the  hazard  and  uncertainty  of  import- 
ing under  it.  In  this  connection  most  of  our  laces  come  from  France  and  England, 
our  embroideries  principally  from  Switzerland  and  France,  and  our  novelties  chiefly 
from  France.  We  import  from  Germany  also,  but  not  to  tne  same  extent.  So  &ur  as 
our  lines  are  concerned,  we  would  be  infinitely  better  off  if  Congress  would  place  an 
embargo  on  German  goods  and  retain  foreign  valuation  rather  than  to  attempt  import- 
ing under  the  American  valuation  plan. 

let  equalization  of  duties  for  merchandise  from  all  foreign  countries  is  advanced 
as  the  main  object  of  the  intended  measure.  Were  the  supposed  beneficiaries  among 
the  foreign  countries  consulted  on  the  subject,  we  venture  to  assert  that  none  of  them 
would  favor  the  change. 

ADMINISTRATIVE   DIFFICULTIES   UNDER  THE   PROPOSED  LAW. 

The  plausible  claim  of  greater  facility  in  ascertaining  values  in  this  country  instead 
of  abroad  will  not  bear  inspection,  as  the  following  comparison  of  existing  and  intended 
appraisement  methods  will  show. 

Foreign  valuation. — ^In  finding  foreign  value  the  appraiser  at  the  outset  sees  the 
consular  invoice.  For  purchased  gooas  it  purports  to  show  the  purchase  price,  for 
consigned  goods  the  foreign  market  value.    The  vast  majority  of  imports  are  purchased. 
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Purchase-form  consular  invoices  are  subject  to  verification  by  requisitioning  com- 
mercial invoices,  orders,  correspondence,  (frafts,  or  other  evidence  of  remittance  and 
by  examination  of  importers'  books. 

Further,  for  any  ^ven  kind  of  merchandise  there  are  almost  invariably  several 
importers.  For  aU  similar  lines  of  imports  the  appraiser  not  only  sees  and  examines 
the  ^;oods  received  by  the  several  importers,  but  ne  sees  and  compares  the  consular 
invoices  to  all.  For  example,  he  may  have  10  invoices  to  10  different  importers 
covering  the  same  kind  of  merchandise  and  bearing  approximately  the  same  dates. 
If  the  price  to  one  importer  is  lower  than  the  price  to  the  other  nine,  the  low  man's 
value  is  ndsed  by  the  appraiser  to  meet  the  others'  prices.  If  the  price  to  one  importer 
is  higher  than  the  price  to  the  other  nine,  other  things  being  equal,  the  invoice  values 
of  the  nine  are  advanced  by  the  appraiser  to  the  value  of  the  one.  In  other  words, 
they  are  all  put  on  the  same  level,  which  is  almost  invariably  the  highest  price. 

That  at  least  is  a  definite,  tangible,  and  foirly  safe  guide  for  the  appraiser  to  start 
with.  It  is  supplemented  on  many  lines  of  imports  by  special  data  prepared  by 
Government  officials  and  forwarded  from  the  foreigpQ  markets  to  the  appraisers,  e.  g., 
the  St.  Gall  schedule  on  embroideries.  If  there  is  any  occasion  to  require  further 
information  than  that  disclosed  on  the  consular  invoices  or  covered  by  the  special 
reportB  alluded  to,  the  appraiser  knows  exactly  what  to  look  for  and  where  to  find  it. 
The  merchandise  may  be  embroideries  from  Switzerland,  linens  from  Ireland,  china- 
ware  from  France,  sardines  from  Norway,  or  lute  bags  from  India.  If  so,  he  will 
accordingly  address  his  inquiry  to  St.  Gall,  Belbst,  Limoges,  Stavanger,  or  Calcutta, 
for  there  is  only  one  principal  market  in  most  foreign  countries  for  any  given  com- 
modity.   That  market,  too,  is  known  and  recognized  by  all  appraising  officers. 

Further,  under  existing  methods  the  appraiser  can  readily  identify  the  subject 
matter  of  his  inquiry.  Efe  does  this  by  reference  to  the  manufacturer's  number  of 
the  item  in  question  appearing  on  the  consular  invoice,  or  in  some  cases  by  reference 
to  the  consular  invoice  number  alone,  inasmuch  as  copies  of  all  consular  invoices  are 
on  file  in  our  several  consulates.  Therefore,  by  the  simple  expedient  of  a  short  cable 
message  or  letter  addressed  to  the  appropriate  consular  officer  or  Treaysury  agent  in 
the  foreign  country  from  which  the  goods  come  the  appraiser  is  quickly  put  in  touch 
with  the  place  where  he  knows  the  very  merchandise  in  question  is  sold,  where  he 
knows  the  name  and  address  of  the  seller,  and  where  he  can  unmistakably  majse 
known  the  object  of  his  search.  In  a  word,  when  investigating  foreign  market  value, 
the  appraiser  is  n(5t  embarking  on  a  fishing  expedition. 

The  instances  where  foreign  sellers  have  denied  permission  to  our  Government 
officials  to  examine  their  sales  records  have  been  so  few  compared  with  the  volume  of 
complete  and  satisfactory  investigations  which  are  made  yearly  not  only  by  our 
Treasury  agents  but  by  our  consular  officers  as  well  that  it  would  be  nothing  short  of 
absurd  to  upset  the  present  method  of  customs  administration  because  of  them. 
This  statement  may  be  verified  by  referring  to  the  comparative  value  report  bureau 
of  the  Treasury  Department  throi^h  which  all  reports  of  foreign  investigation  pass. 
On  such  occasions,  too,  the  refusal  of  the  foreign  seller  occurr^  when  there  was  no 
adequate  remedy.  Now  there  is  a  remedy,  namelv,  exclusion  of  the  recalcitrant 
seller's  merchandise,  as  provided  by  section  404,  Title  IV,  of  the  emergency  tariff 
act — a  permanent  feature  of  the  law. 

Ameriam  valuation. — ^Turning,  now,  to  the  proposed  system  of  American  valuation, 
how  will  the  appraiser  proceed?  The  counti^  is  large.  Its  markets  are  many  and  by 
no  means  well  defined.  All  of  the  larger  cities  are  principal  markets  for  a  niultitude 
of  imports— certainly  for  the  sale  of  su(£  articles  as  we  import,  viz.  laces,  embroideries, 
and  novelties.  Within  each  of  those  markets,  too,  there  will  be  almost  as  many  whole- 
sale prices  for  a  given  article,  be  it  domestic  or  imported,  as  there  are  sellers.  This 
is  due  not  only  to  the  many  different  classes  of  buyers  but  also  to  the  different  classes 
of  sellers.  The  mill  or  factory,  for  example,  will  na\e  one  scale  of  prices,  the  jobber 
will  have  a  different  scale,  yet  both  sell  at  wholesale. 

In  undertaking  his  new  l^k  the  appraiser,  to  begin  with,  will  have  nothing  better 
or  more  tangible  than  his  own  resourcefulness  to  rely  upon.  Let  us  follow  his  steps 
b^  taking,  as  a  concrete  illustration,  the  appraisement  of  some  machine-made  Valen- 
aennes  lace  from  Calais,  France — one  of  the  simplest  items  among  our  varied  imports. 
Let  us  assume,  too,  that  bythe  time  the  proposed  law  takes  effect  the  appraising  offi- 
cers have  been  apprised  of  the  names  and  addresses  of  all  lace  manufacturers  and 
laoe  jobbers  in  the  principal  markets  of  the  United  States. 

The  appraiser's  first  duty  will  be  to  ascertain  whether  comparable  domestic  goods 
were  sola  in  such  markets.  To  this  end,  a  comparison  between  the  imported  mer- 
chandise and  competing  domestic  products  is  necessary.  The  appraiser  nimBelf  can 
not  visit  the  various  sellers  for  the  purpose  of  comparing  their  lines  with  the  Imported 
article.  The  delay  and  expense  incident  to  such  procedure  make  it  impossible.  He 
can  not  send  a  sample  from  the  importation  to  each  of  them  in  turn,  for  the  delay 
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would  be  equally  great,  and  he  would  be  relying  on  their  judgment  rather  than  his 
own  on  the  question  of  comparability  Neither  can  he  send  samples  or  cuttings  of 
the  lace  to  all  of  them  simultaneously,  for  he  would  still  be  substituting  their  judg- 
ment for  his  own,  and  even  if  we  consented  to  the  cutting  of  our  merchandise  we  fear 
that  there  would  not  be  enough  samples  from  any  one  importation  to  go  around. 
Then  too  the  submission  of  our  articles,  whether  laces,  embroideries,  or  other  novel- 
ties, to  the  domestic  manufacturers  would  be  an  unwarranted  proceeding  from  any 
viewpoint.  The  patterns  and  designs  are  trade  secrets — ^in  many  cases  our  own  cre- 
ative ideas.  Since  they  are  not  susceptible  of  patent  or  copyright,  our  only  protec- 
tion against  imitation  or  reproduction  lies  in  keeping  them  from  our  competitors  aa 
far  as  possible. 

Yet  a  comparison  must  be  made,  and  the  appraiser  must  make  it  himself.  It  will 
not  do  to  say  that  the  manufacturers  and  joboers  of  domestic  goods  will  supply  him 
with  catalogiies,  samples,  or  drawings  of  their  own  lines,  because  by  the  time  the  masa 
of  data  so  collected  was  separated,  catalogued,  and  filed  (and  we  doubt  its  suscepti- 
bilitv  of  such  treatment),  many  of  the  patterns  submitted  would  be  discontinued  and 
inuch  of  the  information  painstakingly  gathered  would  be  obsolete.  In  liiis  connec- 
tion, it  must  be  remembered,  we  are  discussing  laces  and  other  seasonal  articles  which 
are  in  vogue  for  a  short  time  only,  which  are  constantly  changing  and  which  are  subject 
to  frequent  changes  in  price.  Nor  can  the  work  of  collecting  such  data  and  dissemi- 
nating such  information  to  the  appraisers  be  delegated  to  a  special  body  created  for 
that  purpose,  as  has  been  suggested.  Such  a  course  would  not  only  entail  a  dupli- 
cation of  the  checking  and  comparison  which  the  appraiser  would  eventually  have  to 
do  anyway,  but,  from  a  practical  standpoint,  the  mfomiation  thus  obtained,  when 
assembled  and  ready  for  use,  would  be  equally  antiquated. 

Having  taken  the  first  step,  however,  it  will  dou})tle8S  be  found  that  domestic  laces 
are  sold  in  many  markets  of  the  United  States  and  at  widely  different  prices  even 
within  the  same  market.  The  appraiser,  however,  must  apparently  determine  not 
only  the  principal  markets,  but  the  prevailing  wholesale  price  in  such  markets. 
This  is  a  big  contract  and  one  which  holds  forth  little  promise  of  complete  performance. 

Having  found  a  comparable  domestic  lace,  the  principal  market  for  its  sale  and  its 
prevailing  wholesale  price,  the  appraiser  must  go  further  still;  for  it  will  invariably 
be.  found  that  the  imported  and  aomestic  articles  are  different.  The  difference  may 
be  in  the  pattern,  finish,  workmanship,  or  general  appearance.  They  may  be  com- 
parable, it  is  true,  but  one  will  always  be  superior  to  the  other.  That  being  so,  since 
it  is  the  imported  article  which  must  be  appraised  some  adjustment  in  the  price  of 
the  comparable  article,  whether  by  addition  or  subtraction,  will  be  necessary  in  all 
cases.  On  that  point  most  assuredly  the  appraisers  will  differ  widely  from  one  another. 
The  adjustment,  even  by  the  best  qualified,  being  entirely  a  matter  of  personal 
opinion,  will  be  little  better  than  guesswork.  In  this  connection,  it  will  be  remem- 
bered that  there  are  about  400  ports  and  subports  of  entry,  with  an  appraiser  or  acting 
appraiser  at  each.  There  will,  we  predict,  be  different  values  for  the  same  goods  at 
the  different  ports  of  entry,  inequality  of  taxation,  and  general  dissatisfaction  on  all 
sides. 

But  that  is  not  all. 

As  to  many  of  our  imports  it  will  doubtless  appear  that  there  are  no  comparable 
domestic  articles.  This  applies  particularly  to  our  novelty  goods,  handmade  em- 
broideries and  embroideries  made  of  silk,  artificial  silk,  tinsel,  or  metal  thread.  In 
appraising  those  it  will  probably  be  necessary  for  the  appraiser  to  find  the  prevailing 
wholesale  selling  price  of  comparable  imported  merchandise  in  the  United  States 
at  the  time  the  articles  to  be  appraised  left  the  foreign  country. 

This  second  means  of  appraisement,  it  will  be  noted,  may  only  be  resorted  to  when 
sales  of  comparable  domestic  goods  are  lacking.  It  is  not  an  alternate  method,  as 
remarked  before,  in  the  sense  that  it  mav  be  used  at  will.  That  being  so,  wherever 
the  second  method  is  applicable  there  will  likely  be  considerable  lost  motion  and  much 
time  wasted  before  it  is  actually  applied;  for  the  appraiser  must  first  satisfy  himself 
of  the  absence  of  comparable  domestic  goods.  The  more  careful  and  conscientious 
the  appraiser  the  greater  will  be  the  delay.  And  this'  delay  will  be  prolonged  when 
it  is  remembered  uiat  the  appraiser's  search  for  prices  under  the  second  metnod  must 
be  as  wide  and  all-embracing  as  that  required  by  the  first  method.  In  other  words, 
under  both  methods  he  must  comb  the  principal  markets  of  the  United  States  for  the 
prevailing  wholesale  price. 

HAZARD  OF  IMPORTING   UNDER  THE  PROPOSED  LAW. 

We  may  speik  with  authority  of  the  American  valuation  plan's  effects  only  in  rela- 
tion to  our  own  business. 
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Our  lines  comprise  laces,  embroideries,  fancy  cotton  ^{foods,  and  novelties  of  many 
kinds — all  largely  intended  for  women's  wear.  We  handle  domestic  as  well  as  foreign 
goods.  Some  of  us  manufacture  some  of  these  articles  in  this  country;  and  for  that 
purpose  own  and  operate  our  factories  here  and  employ  American  labor.  This  phase 
of  our  business  represents  a  total  investment  of  approximately  $3,000,000,  the  employ- 
ment of  about  2,000  hands,  and  an  annual  output  of  about  $7,000,000,  as  is  shown  by 
our  statements  furnished  the  Committee  on  Finance  at  its  hearing  of  July  27,  1921. 
It  should  give  some  assurance  of  our  sincerity  in  opposing  the  proposed  law;  for  it  ip 
not  likely  that  those  of  us  who  have  manufacturing  interests  in  this  country  would 

grejudice  their  investments  by  unnecessarily  opposing  a  bill  which  is  said  to  be 
eneficial  to  just  such  interests. 

Speaking  of  our  imported  lines  collectively,  they  are  so  special  in  character  and 
novel  in  execution,  style,  pattern,  or  design  that  they  are  not  carried  in  stock  by 
the  foreign  manufacturers,  but  are  made  to  order  to  nieet  our  own  individual  ideas 
and  tastes.  They  take  from  three  to  six  months  to  make.  They  are  continually 
chansing  to  meet  the  popular  fancy.  They  muet  be  sold  when  favored  by  the  whims 
of  fashion  or  not  at  all.    They  can  not  be  carried  over  from  one  season  to  another. 

As  a  result  a  large  part  of  our  lines  is  sold  by  us  in  this  market  from  samples  before 
we  place  our  orders  with  the  foreign  manufacturers.  This  is  an  integral  part  of  our 
merchandising  system — an  essential  feature  of  our  business.  It  can  not  be  changed, 
on  account  of  the  character  of  the  stocks  we  handle.  The  same  method  is  employed 
in  many  lines  of  trade  besides  our  own. 

Now,  it  stands  to  reason  that  a  merchant  when  selling  goods  must  know  their  cost. 
Otherwise  he  can  not  fix  his  selling  prices.  In  selling  from  stock  he  must  know 
present  cost.  In  selling  for  future  delivery  he  must  know  future  cost,  i.  e.,  cost  on 
arrival  when  ready  for  delivery  to  his  customers.  When  buving  goods,  too,  their 
ultimate  cost  must  he  known.  This  applies  to  the  goods  which  we  purchase  for 
stock  which  have  not  been  sold  ixl  advance.  These  costs,  it  is  true,  need  not  be 
known  with  mathematical  exactitude;  but  a  fair  degree  of  accuracy — ^with  an  allow- 
ance of  only  a  few  per  cent  either  way — ^is  an  absolute  necessity.  On  no  other  basis 
can  business  houses  like  ours  survive. 

At  the  present  time  in  our  relations  with  the  customs  we  know  where  we  stand. 
Through  tne  St.  Gall  schedule,  quotations  from  and  correspondence  with  oiu"  foreign 
sellers,  we  are  in  constant  touch  with  the  foreign  value  of  our  lines.  In  other  words, 
when  selling  goods  in  tiiis  country  for  future  delivery  or  buying  goods  abroad  which 
require  time  to  manufacture,  we  can  tell  in  advance  with  reasonable  certainty  what 
the  foreign  value  of  our  merchandise  at  the  time  of  exportation  will  be  and  what  the 
duty  on  our  importations  will  amount  to.  This  is  possible,  not  only  because  the 
sources  of  information  are  now  open  to  us,  but  also  because  under  the  present  system 
of  valuation  the  foreign  value  of  goods  made  to  order  is  taken  as  the  last  wholesale  price 
at  which  actual  deliveries  have  been  made  at  or  before  the  time  of  exportation.  As  a 
result  we  are  rarely  mistaken  in  our  calculations. 

Under  to-day's  conditions,  therefore,  when  a  customer  visits  us  or  when  we  visit 
him,  we  are  in  a  position  to  quote  prices  and  to  take  orders,  with  every  assurance  that 
the  transaction  to  be  later  consummated  by  delivery  will  show  a  margin  of  profit.  The 
same  applies  to  our  merchandise  bought  for  stock. 

But  what  will  be  our  position  under  the  American  valuation  plan?  Let  us  analyze 
the  situation. 

We  can  not  alter  our  methods  to  meet  the  new  condition.  1  he  nature  of  our  business 
precludes  it.  We  must  still  take  orders  for  future  delivery.  We  must  still  sell  before 
importing.  We  must  still  buy  goods  which  recjuire  several  months  for  manufacture. 
Yet  how  is  it  to  be  done?  We  can  not  quote  prices  nor  safely  place  our  orders  without 
knowing  costs.  Our  duty  at  60  per  cent  under  the  present  law  is  an  important  element 
of  cost.  It  will  be  a  bigger  factor  under  the  proposed  bill.  The  primary  basis  of 
valuation,  having  been  changed  to  the.  prices  chaiged  by  American  manufacturers, 
will  no  longer  be  knowTi  to  us.  Our  old  channels  of  information  will  be  useless. 
The  new  ones  will  not  be  open.  Indeed,  if  they  were,  it  would  make  little  difference. 
No  nnatter  how  keen  our  desire  or  how  diligent  our  search,  it  would  be  futile  to  attempt 
to  learn  the  amount  of  duty  to  be  paid  on  our  importations.  The  markets  in  this 
country  are  too  many,  the  sales  too  numerous,  the  prices  too  varied  to  permit  of  any- 
thing but  the  merest  guess  at  the  dutiable  value  of  our  imports. 

Even  assuming,  however,  that  we  could  satisfy  ourselves  as  to  dutiable  value  based 
on  selling  prices  of  comparable  goods  in  this  countr>%  what  reason  is  there  to  suppose 
that  the  appraiser  would  have  the  same  ideas  as  ours  as  to  the  comparability  of  the 
goods,  the  principal  market  for  their  sale  and  their  proper  wholesale  price  among  the 
many  wholesale  prices?  1  hese  are  matters  which  rest  largelv  on  personal  opinion, 
and  as  to  which  no  two  individuals  may  think  alike.    They  seldom  enter  into  foreign 
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valuation  for  the  aiinple  reafioa  that  under  such  method  the  g:ood8  covered  by  99 
invoices  out  of  every  100  are  appraised  on  the  basis  of  the  same  land  of  goods,  sold  by 
the  same  seller  in  the  same  market  place  to  other  buyers.  On  the  very  few  occasions 
under  the  present  system,  when  resort  to  comparable  merchandise  is  necessary,  it  is 
a  matter  of  record,  as  the  reappndsement  files  of  the  Board  of  General  Appraisers  will 
show,  that  the  results  are  both  uncertain  and  imsatisfactory. 

As  we  visualize  the  situation  at  the  present  moment  our  import  business  is  to  be 
completely  altered.  From  a  legitimate  and  safe  occupation  it  will  become  a  hazardous 
undertaking.  Not  only  will  our  prices  depend  on  circumstances  beyond  our  con- 
trol, and  be  related  to  a  laise  degree  by  the  dealingB  of  domestic  producers,  but 
we  shall  be  seriously  hampered  in  fixing  any  prices.  Every  order  taken  by  us  will 
be  a  speculation;  every  conunitment  made  will  be  a  risk.  In  our  future  import 
dealings,  it  would  seem,  we  are  no  longer  to  be  business  men,  but  gamblers. 

CONCLUSION. 

Naturally,  we  oppose  the  change.  We  believe  it  unnecessary.  The  danger  of 
conunercial  invasion  from  Germany,  or  countries  similarly  situated,  in  our  opinion 
is  grossly  exaggerated.  Whatever  danger  may  exist  should  be  met  directly  by  aa 
simple  a  rem^y  as  possible.  The  cure  should  not  be  worse  than  the  disease.  At 
this  uncertain  period  in  the  economic  life  of  our  country,  when  exports  and  imports 
are  shrinking  month  by  month,  when  our  ships  lie  idle  at  their  docks,  when  the 
process  of  deflation  is  still  under  way,  we  can  not  condemn  too  strongly  the  ineffable 
tolly  of  an  experiment  which  will  greatly  increase  prices,  prohibit  imports,  further 
curtail  exports,  disrupt  the  customs  service,  interfere  with  Intimate  business  deal- 
ings, and  which  is  already  causing  apprehension,  unrest,  and  general  dissatisfaction 
among  merchants. 

Members:  Amrein,  Freudenberg  &  Co.,  212  Fifth  Avenue,  New  York;  Billwiller 
Bros.,  315  Fifth  Avenue,  New  York;  Blanck  &  Co.,  113  Fifth  Avenue,  New  York; 
Blum,  Gritzner  &  Singer.  113  Fifth  Avenue,  New  York;  Case  &  Co.,  117  Fifth  Avenue, 
New  York;  E.  T.  Eberhardt  &  Co.,  874  Broadwi^,  New  York;  Goldenberg  Bros. 
&  Co.,  109  Fifth  Avenue,  New  York;  Goodman  &  Dessauer,  126  Fifth  Avenue.  New- 
York;  Frederick  Hacker  <&  Co.,  33  West  Twenty-first  Street,  New  York;  L.  H.  Junod 
&  Co.,  104  Fifth  Avenue,  New  York;  Klauber  Bros.  &  Co.,  Fifth  Avenue  and  Six- 
teenth Street,  New  York;  Krower-TVnberg  Co.,  32  West  Tw-enty-third  Street.  New 
York;  Loeb  &  Schoenfeld  Co.,  27  West  Twenty-third  Street,  New  York;  Frederick 
Ludewiff  &  Co.,  110  Fifth  Avenue,,  New  York:  Max  Mandel,  19  West  Twenty-first 
Street,  New  York;  Mills  &  Gibb  Corp..  Fourth  Avenue  &  Twenty-second  Street, 
New  York;  Muser  Bros.,  1150  Broadway,  New  York;  Naef  Bros.,  1170  Broadway, 
New  York;  Neubuiger  &  Co.,  124  Fifth  Avenue,  New  York;  Oppenheimer,  Doem- 
berg  Co.,  99  Fifth  Avenue,  New  York;  Reichenbach  &  Co.,  Ill  Fifth  Avenue,  New 
Yoric;  G.  Sidenberg  &  Co.,  114  Fifth  Avenue,  New  York;  Stein,  Doblin  &  Co.,  935 
Broadway,  New  York;  S.  &  A.  Stern.  87  Fifth  Avenue,  New  York;  Stern  &  Stem, 
79  Fifth  Avenue,  New  York;  J.  K.  Stiefel  &  Co.,  126  Fifth  Avenue,  New  York; 
Tobler  Bros.  &  Co.,  387  Fourth  Avenue,  New  York;  P.  K.  Wilson  &  Son,  130  Fifth 
Avenue,  New  York;  Thomas    Wilson  &  Co.  (Inc.),  104  Fifth  Avenue,  New  York; 
Wohl,  South  &  Co.,  150  Fifth  Avenue,  New  York;  Voss  &  Stern,  71  Fifth  Avenue, 
New  York;  Sol  Goldsmith  &  Son,  138  Fifth  Avenue,  New  York;  Goldfrank  Co., 
135  Fifth  Avenue,  New  York;  Harry  Angelo  &  Co.,  485  Fifth  Avenue,  New  York; 
Burr  &  Hardwick,  130  Fifth  Avenue,  New  York;  Claflins,  (Inc.),  224  Church  Street, 
New  York;  Doob  Sons  &  Co.,  102  Fifth  Avenue,  New  York;  I.  Lindenbaum  &  Co., 
48  Walker  Street,  New  York;  Jonas  Bros.,  926  Filbert  Street,  Philadelphia. 

STATEMENT  OF  HENBTHOWABD,  CLEVEIiAND,  OHIO,  RBPBESENT- 
INa  THE  MANTTFACTUBING  CHEMISTS'  ASSOCIATION  OF  THE 
TTNTTED  STATES. 

The  Chairman.  Please  state  your  full  name  to  the  committee, 
Mr.  Howard. 

Mr.  Howard.  Hemy  Howard. 

The  Chairman.  You  are  in  the  chemical  business  ? 

Mr.  Howard.  I  represent  not,  as  put  down  in  the  list,  the  Gras- 
selli  Chemical  Co.,  out  the  Manufacturing  Chemists'  Association 
of  the  United  States,  in  the  capacity  of  chairman  of  the  executive 
committee. 
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llie  Chairman.  What  particular  concern  are  you  immediately 
identified  with? 

Mr.  Howard.  The  Grasselli  Chemical  Co. 

The  Chairman.  Where  is  that  located  ? 

Mr.  Howard.  Cleveland)  Ohio. 

The  Chairman.  What  do  they  make? 

Mr.  Howard.  Heavy  chemicals,  acids,  chemicals,  dyes,  inter- 
mediates. 

The  Chairman.  Will  you  proceed  briefly,  Mr.  Howard,  and  state 
your  views,  and  anything  further  you  may  desire  to  add  you  may 
print  as  a  part  of  your  remarks.  We  want  to  treat  all  of  you  gentle- 
men with  every  courtesy,  but  it  is  obvious  with  the  revenue  law 
coining  on  .and  a  demand  all  over  the  coxmtry  for  speed  that  we 
must  hurry  along. 

Mr.  Howard.  Mr.  Chairman,  the  lace  people  have  had  three 
hours,  and  I  want  only  about  15  minutes,  plus  any  time  you  take  up 
by  questions. 

The  Chairman.  I  know  they  have  consumed  a  great  deal  of  time, 
and  it  is  not  fair  to  you.     You  may  proceed. 

Mr.  Howard.  The  Manufacturing  Chemists'  Association  of  the 
United  States,  organized  in  1872,  is  an  association  of  the  manufac- 
turing chemists  oi  this  country,  and  a  list  of  its  members  is  hereto 
annexed. 

We  urge  you  to  consider  with  great  care  the  suggestion  which 
has  come  from  many  sources,  ana  with  which  we  are  heartily  in 
accord,  that  the  domestic  value  be  taken  as  the  basis  for  calcu- 
lating ad  valorem  rates  or  for  any  rates  that  are  in. any  way  regulated 
by  the  value  of  the  imported  article.  This  procedure  has  been 
advocated  by  many  of  our  leading  statesmen  during  the  past  100 
years,  but  never  in  our  history  has  there  been  a  time  when  its  advan- 
tages are  so  apparent  as  at  present  when  we  are  almost  the  only  country 
on  a  gold  basis  and  when  values  in  foreign  markets  owing  to  de- 
preci^ited  currency  are  so  unstable  and  distorted  and  vary  in  such 
^eat  degree  among  diflFerent  countries  that  it  would  be  practically 
impossible  intelligently  to  write  a  tariflF  to-day  that  is  based  on 
foreign  valuation. 

Two  main  points  of  attack  of  this  plan  have  come  to  my  attention : 

First,  the  aifficulty  of  determining  the  domestic  value. 

Perhaps  the  best  short  answer  to  this*  criticism  is  that  whatever 
difficulties  may  be  encountered  in  obtaining  a  fair  domestic  value 
they  can  never  be  as  great  on  the  average  as  the  difficulties  encoun- 
tered in  obtaining  a  fair  foreign  value.  The  proof  of  this  is  the 
flagrant  undervaluations  that  are  continually  taking  place  in  articles 
covered  by  ad  valorem  rates  which,  although  in  general  well 
known,  are  practically  impossible  to  prevent,  owmg  to  flie  difficulty 
of  investigating  facts  and  conditions  m  foreign  countries. 

The  fact  that  undervaluation  exists  to  an  alarming  degree  is  so 
well  known  that  it  hardly  requires  any  proof.  I  will,  however,  call 
your  attention  particularly  to  a  statement  made  by  Mr.  William 
Burgess  to  the  Committee  on  Ways  and  Means.    Mr.  Burgess  says: 

I  beg  to  quote  from  an  address  made  at  a  large  commercial  gathering  in  Berlin, 
by  the  chairman,  one  of  the  largest  and  most  reputable  merchants  in  Germany.  The 
address  was  made  behind  closed  doors  and  afterwards  was  read  before  all  the  chambers 
of  commerce  within  the  realm. 
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The  address  referred  to  by  Mr.  Bui^ess,  while  criticizing  the  old 
United  States  tariff  policy  of  fixing  a  duty  to  compensate  for  the 
difference  in  the  cost  of  production  at  home  and  abroad,  goes  on  as 
follows: 

Experience  has  taught  that  the  workings  of  a  tariff  have  not  fulfilled  the  purpose 
for  which  it  was  created,  but,  on  the  contrary,  the  information  gained  under  this 
regulation  concerning  costs  of  production  has  been  so  defective  that  in  many  cases 
it  has  been  misleading,  because  through  the  prudence  of  our  officials  we  have  taken 
care  that  investigations  of  this  character  shall  throw  little  light  upon  the  actual  value 
of  their  consignments.  In  many  cases  trouble  has  been  avoided  by  having  invoices 
consulated  remote  from  districts  in  which  the  goods  are  manufactured. 

The  second  point  of  attack  on  American  valuation,  which  if  justified 
would  be  a  serious  one,  is  that  the  plan  of  using  domestic  valuation 
as  a  basis  of  assessing  ad  valorem  rates  would  be  objected  to  by  our 
State  Department  on  the  gjround  that  it  might  be  in  conflict" with 
our  commercial  treaties  with  foreign  countries  which  provide  in 
substance  that  there  shall  be  ng  discrunination  and  that  each  country 
shall  have  the  same  privileges  in  trading  with  us  as  any  other.  In 
other  words,  practically  all  of  our  commercial  treaties  include  a 
*' most-favored  nation"  clause.  The  thought  of  the  opponents  of 
American  valuation  apparently  being  that  it  supersedes  a  system 
wherein  the  domestic  value  in  each  of  the  foreign  countries  is  taken 
as  the  basis  for  assessing  ad  valorem  duties  and  that  therefore  with 
foreign  valuation  as  at  present  each  country  is  treated  exactly  alike. 

If  this  contention  were  true,  then  we  must  admit  that  our  present 
system  of  specific  duties  is  the  grossest  discrimination,  because  we 
charge  the  citizens  of  each  countrv  sending  goods  into  the  United 
States  exactly  the  same  rate,  when  figured  in  money  per  unit  Quantity 
of  the  article  imported,  irrespective  of  the  probable  fact  tnat  the 
market  value  of  the  article  is  widely  different  in  diffferent  countries. 

The  opponent  of  domestic  valuation,  that  is,  the  importer,  might 
well  say  if  he  were  consistent  that  a  sliding  scale  for  specific  duties 
should  be  provided  whereby  the  country  having  the  lowest  market 
value,  and  therefore  presumably  the  lowest  costs  for  a  given  article, 
should  be  given  a  preferentially  lower  specific  rate  than  its  neighbor, 
with  higher  costs  and  therefore  higher  market  values. 

This  is  exactly  what  we  are  now  doing  with  our  ad  valorem  duties 
based  on  foreign  valuation,  and  I  maintain  that  besides  being  bad 
for  the  United  States  the  s}^stem  is  the  grossest  discrimination  against 
the  countries  having  the  higher  costs  and  must  result  in  many  cases 
in  practically  barrmg  them  from  doing  business  in  this  country. 
Careful  consideration  of  this  point  will  convince  you  that  the  old 
system  of  foreign  valuation  is,  in  fact,  discriminatory  in  a  most 
marked  and  unfair  manner. 

Take  a  concrete  instance;  phenolphthalein  was  recently  offered  in 
the  United  States  by  German  producers  at  68  cents  per  pound,  25  per 
cent  ad  valorem,  duty  paid,  which  would  make  the  market  price  in 
Germany  about  55  cents  per  pound.  The  market  price  at  the  same 
time  in  England  on  phenolphthalein  was  $1.50  per  pound,  and  25 
per  cent  ad  valorem  duty  would  be  37.5  cents  per  pound,  or  a  differ- 
ential against  the  British  product  and  in  favor  of  the  German  product 
of  24.5  cents  per  pound. 

Is  not  this  discrimination  of  the  grossest  sort,  which  would  be  en- 
tirely obviated  if  the  domestic  valuation  in  the  United  States  were 
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used  for  all  alike)  Ad  valorem  duties  combined  with  domestic 
valuation  as  a  basis  is  in  fact  the  nearest  approach  to  specific  duty 
in  the  many  cases  where  a  specific  duty  is  not  practicaole,  and  we 
believe  its  fairness  and  desirability  is  so  evident  on  studjdn^  the 
question  that  it  should  be  made  a  law,  irrespective  of  party  lines, 
because  it  is  just  as  necessary  and  just  as  desirable  in  a  tariff  for 
revenue  as  in  a  tariff  for  protection. 

It  seems  to  us  that  American  valuation  should  not  be  considered 
as  in  anv  sense  a  question  of  tariff  policy.  It  is  simply  an  adminis- 
trative feature  and  is  just  as  valuable  in  a  tariff  for  revenue  only 
as  in  a  protective  tariff.  Its  justification  is  its  fairness  and  protection 
to  all  alike;  to  the  importers  frofn  all  countries  who  get  eaual  treat- 
ment no  matter  what  the  rates  of  exchange  may  be;  to  tne  United 
States  Government  whose  revenues  are  protected  against  fraudulent 
undervaluation  and  to  American  industry  which  will  be  insured 
thereby  that  it  will  actually  receive  the  protection  Congress  intended. 

The  following  is  a  list  of  the  officers  and  members  of  tne  association : 

Manufacturing  Chemists*  Association  of  the  United  States. 

The  Manufacturing  Chemists'  Association  of  the  United  States  was  organized  in 
1872.    The  following  is  a  list  of  its  members : 

officers. 

President:  Dr.  Chas.  L.  Reese,  E.  I.  du  Pont  de  Nemours  &  Co.,  Wilmington,  Del. 

Vice  presidents:  H.  H.  8.  Handy,  Semet-Solvay  Co.,  Syracuse,  N.  Y.;  C.  Wilbur 
MiUer,  Davison  Chemical  Co.,  Garrett  Building,  Baltimore,  Md. 

Treasurer:  S.  W.  Wilder,  Merrimac  Chemical  Co.,  148  State  Street,  Boston,  Mass. 

Secretary:  John  I.  Tiemey,  540  Woodward  Building,  Washington.  D.  C. 

Executive  Committee:  Henry  Howard,  chairman,  The  Grasselli  Cnemical  Co.,  1300 
Guardian  Building,  Cleveland,  Ohio;  Adolph  G.  Rosengarten,  Powers- Weigh tman- 
Roeengarten  Co.,  Ninth  and  Parrish  Streets,  Philadelpma,  Pa. :  Lancaster  Mor^n, 
General  Chemical  Co.,  25  Broad  Street,  New  York,  N.  i.;  (J.  Wilbur  Miller,  Davison 
Chemical  Co.,  Garrett  Building,  Baltimore,  Md.;  D.  W.  Jayne,  the  Barrett  Co.,  17 
Battery  Place,  New  York;  Edw.  L.  Pierce,  Solvay  Process  Co.,  Syracuse,  N.  Y.; 
H.  H.  Dow,  the  Dow  Chemical  Co.,  Midland,  Mich. 

tf  Embers* 

Armour  Fertilizer  Works,  Chicago,  111. 
The  Barrett  Co^  17  Battery  Place,  New  York,  N.  Y. 
Baugh  &  Sons  (Jo.,  20  South  Delaware  Avenue,  Philadelphia,  Pa. 
Henry  Bower  Chemical  Manufacturing  Co.,  Gray*s  Ferry  "RoaA  and  Twenty-ninth 
Street,  Philadelphia,  Pa. 

Oalco  Ciiemical  Co.,  Bound  Brook,  N.  J. 

B.  P.  Clapp  Ammonia  Co.,  Providence,  R.  I. 

Columbia  Chemical  Co.,  Barbeton,  Ohio. 

Consolidated  Color  &  Cnemical  Co.,  122  Hudson  Street,  New  York,  N.  Y. 

Contact  Process  Co.,  P.  O.  Box  98,  Buffalo,  N.  Y. 

Davison  Chemical  Co.,  1101  Garrett  Building,  Baltimore,  Md. 

Detroit  Chemical  Works,  Detroit,  Mich. 

Diamond  Alkali  Co.,  Pittsburgh,  Pa. 

Dow  Chemical  Co.  (the).  Midland,  Mich. 

E.  I.  du  Pont  de  Nemours  &  Co.,  du  Pont  Building,  Wilmington,  Del. 

General  Chemical  Co.,  25  Broad  Street,  New  York,  N.  Y. 

Grasselli  Chemical  Co.,  1300  Guardian  Building,  Cleveland,  Ohio. 

Harehaw  Fuller  &  Goodwin  Co.,  720  Electric  Building,  Cleveland,  Ohio. 

Herf  &  Frerichs  Chemical  Co.,  St.  Louis,  Mo. 

Heller  &  Merz  Co.,  Hamburg  Place,  Newark,  N.  J. 

Hercules  Powxler  Co.,  Wilmington,  Del. 

Heyden  Chemical  Works  (the),  135  William  Street,  New  York,  N.  Y. 

Hooker  Electrochemical  Co.,  40  Wall  Street,  New  York,  N.  Y. 
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Hord  Color  Products  Co.,  424  East  Market  Street,  Sandusky,  Ohio. 
Klipetein,  E.  C,  <&  Sons  Co.,  644  Greenwich  Street,  New  York,  N.  Y. 
Kalbfieisch  Corporation  (the),  31  Union  Square  West,  New  York,  N.  Y. 
Chas.  Lennig  &  Co.  (Inc.),  112  South  Front  Street,  Philadelphia,  Pa. 
Mallinckrodt  Chemical  Works,  3600  North  Second  Street,  St.  Louis,  Mo. 
Mathieson  Alkali  Works  (the),  25  West  Forty-third  Street,  New  York  City. 
McKesson  A  Robbins  (Inc.),  91  Fulton  Street,  New  York,  N.  Y. 
Merck  &  Co.,  45  Park  Place,  New  Yt)rk,  N.  Y. 
Merrimac  Chemical  Co.,  148  State  Street,  Boston,  Mass. 
Michigan  Alkali  Co.,  Ford  Building,  Detroit,  Mich. 
Mutual  Chemical  Co.  of  America,  55  John  Street,  New  York,  N.  Y. 
National  Ammonia  Co.  (the),  Frankford,  Philadelphia,  Pa. 
National  Aniline  Chemical  Co.,  21  Burling  Slip,  New  York,  N.  Y. 
National  Lead  Co.,  129  York  Street,  Brooklyn,  N.  Y. 
Naugatuck  Chemical  Co.  (the),  Naugatuck,  Conn. 

New  England  Fuel  &  Transportation  Co.  (the).  111  Devonshire  Street,  Boston, 
Mass. 
Newport  Chemical  Works  (Inc.),  120  Broadway,  New  York,  N.  Y. 
Nia^ra  Alkali  Co.,  Niagara  Falls,  N.  Y. 
Nichols  Copper  Co.,  25  Broad  Street,  New  York,  N.  Y. 
Pennsylvania  Salt  Mfg.  Co.,  Widener  Building,  Philadelphia,  Pa. 
Chas.  Pfizer  &  Co.  (Ltd.),  81  Maiden  Lane,  New  York,  N.  Y. 
Philadelphia  Quartz  Co.,  121  South  Third  Street,  Philadelphia,  Pa. 
Powers- Weigh tman-Rosengarten  Co.,  Ninth  and  Parrish  Streets,  Philadelphia,  Pa. 
Rhodia  Chemical  Co.,  New  Brunswick,  N.  J. 

Roessler  &  Hasslacher  Chemical  Co.,  709-717  Sixth  Avenue,  New  York,  N,  Y. 
Rollin  Chemical  Co.  (Inc.),  Charleston,  W.  Va. 
Semet-Solvay  Co.  (the),  Solvay,  N.  Y. 
Solvay  Process  Co.,   Syracuse,   N.   Y. 
Tartar  Chemical  Co.,  135  William  Street,  New  York,  N.  Y. 
U.  S.  Industrial  Alcohol  Co.,  27  William  Street,  New  York,  N.  Y. 

Now,  this  morning  a  good  deal  was  said  about  the  difficulty  of 
determining  American  valuation  and  about  the  way  in  which  our 
appraisers  would  be  swamped.  If  the  importer  in  this  country  is 
required  to  declare  the  American  valuation  just  as  the  foreign  valua- 
tion is  now  declared  by  the  importer,  why,  then,  you  would  have  no 
more  complication  than  you  have  now.  You  would  have  this  ad- 
vantage, that  the  appraisers  would  be  in  a  position  immediately  to 
compare  that  declarative  valuation  with  information  which  is  at 
the  door,  right  at  hand,  whereas  to-day  they  have  to  go  back  to  the 
countries  all  over  the  world  to  make  the  comparison.  Is  it  not 
likely  that  you  would  get  a  good  deal  closer  and  more  accurate 
statement  of  value  from  the  importer  when  he  is  declaring  on  the 
American  valuation,  which  anybody  can  check  up,  than  if  he  makes  a 
declaration  of  a  value  which  exists  10,000  miles  away?  In  other 
words,  it  would  seem  that  the  machinery  required  for  getting  an 
accurate  valuation  would  be  far  simpler  un^er  the  American  valuation 
plan  than  imder  the  present  system.  The  fact  of  the  matter  is,  as  we 
ail  know,  that  we  have  no  well  defined  method  for  securing  informa- 
tion regarding  foreign  valuation.  Of  course,  the  tremendous  objec- 
tion which  has  been  brought  out  once  or  twice  before  to  the  foreign 
valuations  of  to-day,  whicn  is  one  of  the  principal  excuses  for  making 
the  change,  is  that  the  foreign  valuation  is  so  different  in  different 
countries  by  reason  of  the  tremendous  variance  in  rates  of  exchange. 
Under  the  present  system  you  have  to  determine  40  or  50  or  100 
valuations,  and  have  to  nave  machinery  for  determining  those 
valuations  in  all  of  the  foreign  countries.  Whereas  under  the  pro- 
posed system  all  that  machinery  could  be  concentrated  right  nere 
right  at  home,  under  your  own  jurisdiction. 
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I  think  that  is  all  I  have  to  say,  Mr.  Chairman  and  gentlemen. 
The  Chairman.  You  will  have  an  opportunity  to  correct  your 
remarks,  if  you  so  desire. 

Mr.  Howard.  I  would  like  to  have  that  opportunity,  sir.' 

STATBICBMT  OF  CLEMENT  J.  DBISCOLL,  BEPBE8ENTINO  THE  LIB- 

EBTY  LACE  AND  NETTING  WOBKS. 

The  Chairman.  Mr.  DriscoU,  you  may  proceed  with  your  state- 
ment. 

Mr.  Driscoll.  I  will  not  detain  you  more  than  one  minute. 

The  Chairman.  Very  well,  you  are  a  most  attractive  witness. 

Mr.  Driscoll.  I  represent  the  Liberty  Lace  and  Netting  Works, 
and  wanted  to  say  to  this  committee  on  behalf  of  our  company  that 
they  favor  the  American  valuation  in  this  bill'. 

I  want  to  leave  one  other  thought.  In  the  course  of  the  hearings 
it  has  been  advanced  constantly  that  if  the  American  valuation 

5 Ian  is  adopted  the  so-called  importer  will  be  driven  out  of  business, 
ust  this  one  thought. 
The  importer  is  a  jobber.  Ho  is  essentially  a  distributor,  and  in  the 
last  analysis  it  will  not  make  the  least  bit  of  difference  to  him  if  there 
is  a  complete  embargo,  because  all  he  has  to  do  is  to  take  the  ticket 
off  **  Made  in  Germany  ^'  and  put  on  '*  Made  in  America.^'  During  the 
war  he  lived  and  was  prosperous  and  healthy,  but  he  was  buying  our 
goods,  and  his  tables  were  loaded  with  goods  marked  '^Made  in 
America,"  and  his  income-tax  returns  will  show  that  he  was  very 
healthy  and  happy.  The  discussion  which  tends  to  indicate  that  he 
will  be  driven  out  of  the  country  or  out  of  existence  is  absolute  fiction. 
We  are  not  in  competition  with  the  importer;  we  are  in  competition 
with  the  European  manufacturer. 

Our  company  is  very  much  in  favor  of  the  plan  and  urge  its  adop- 
tion. 

STATEMENT  OF  DUDLEY  HARMON,  BEPBESENTING  THE  MANTJ- 

FACTUBEBS'  ASSOCIATION  OF  CONNECTICUT. 

The  Chairman.  You  may  state  your  name  to  the  committee,  Mr. 
Harmon. 

Mr.  Harmon.  Dudley  Harmon. 

The  Chairman.  You  represent  Mr.  Hubbard  ? 

Mr.  Harmon.  Yes,  sir. 

The  Chairman.  He  requested  3"ou  to  appear  here  ? 

Mr.  Harmon.  Yes,  sir. 

The  Chairman.  What  is  your  business  ? 

Mr.  Harmon.  I  am  the  executive  in  charge  of  the  offices  of  the 
association. 

The  Chairman.  That  association  represents  all  the  manufacturers 
of  Connecticut  ? 

Mr.  Harmon.  It  has  about  800  manufacturers  of  the  State  and  is 
thoroughly  representative  of  the  industries  of  the  State. 

The  Chairman.  You  may  proceed  with  any  statement  you  have  to 
make  to  the  committee. 

Mr.  Harmon.  Mr.  Chairman  and  gentlemen,  I  desire  for  a  moment 
to  call  your  attention  to  the  fact  that  the  Manufacturers'  ^Association 
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of  Connecticut  believe  th^  American  valuation  is  essential  for  ade 
Quate  protection  of  Connecticut  industries.     That  has  been  expressed 
tnrougn  formal  vote  of  the  executive  committee  and  board  of  directors. 

Senator  McLean.  What  was  that  vote  based  upon  ?  Was  there  a 
referendum  on  the  question  ? 

Mr.  Harmon.  It  was  discussed  in  our  meetings,  it  was  the  subject 
of  discussion  in  our  association  bulletins,  but  we  did  not  conduct  a 
formal  referendum. 

Senator  McLean.  Was  there  any  opposition  that  you  know  of? 

Mr.  Harmon.  No,  sir.  I  will  point  out  that  Connecticut  is  a 
highly  industrialized  State,  and  that  it  is  a  very  good  cross  section  of 
American  industry,  and  among  our  members  are  some  manufac- 
turers who  have  large  importing  interests  and  whose  views  on  that 
question  differ  from  those  of  the  majority. 

The  association  is  made  up  of  some  800  manufacturing  establish- 
ments in  the  State,  which  last  year  employed  more  than  a  quarter 
of  a  million  men  and  women,  and  its  combmed  aggregate  capitaliza- 
tion is  nearly  $1,000,000,000.  The  question  of  American  valuation 
of  imported  goods  has  been  before  them  for  several  months,  and  as 
individuals,  m  local  groups,  and  through  the  trade  associations, 
they  have  supported  tne  action  of  the  State  association  in  favor  of 
the  American  valuation  plan. 

The  most  recent  reports  to  the  association  show  that  out  of  more 
than  200  plants  reporting  the  average  operating  schedule  is  only 
three  and  a  fraction  days  a  week,  with  forces  reduced  from  one-fourtn 
to  three-fifths  or  more.  A  considerable  number  of  plants  are  closed 
this  summer,  from  two  weeks  to  indefinite  periods.  In  many  in- 
stances, plants  which  are  closed,  or  which  have  greatly  curtailed 
their  operations,  are  confronted  with  the  spectacle  of  large  quantities 
of  imported,  competing  goods  arriving  in  the  United  States,  finding 
a  reaay  market  at  prices  far  below  the  cost  of  production  in  Connec- 
ticut. No  conceivable  sacrifice  of  profits,  no  change  in  methods  of 
operation,  no  reduction  in  wages  is  possible  to  Connecticut  manufac- 
turers which  will  enable  them  to  get  down  to  these  foreign  prices. 

On  the  other  hand,  we  believe  that  the  adoption  of  the  American 
valuation  plan  will  offset  the  double  advantage  which  the  European 
producers  enjoy  in  the  way  of  their  extremely  low  cost  and  depre- 
ciated currency.  Furthermore,  we  believe  that  the  American  valu- 
ation is  the  only  available  measure  that  will  at  this  time  meet  the 
very  critical  condition  with  which  we  are  confronted,  and  preserve 
the  Conneticut  manufacturer's  right  to  compete  in  his  own  country 
with  the  goods  the  foreigner  produces.  We  have  not  seen  the 
soundness  of  the  principle  anywhere  effectively  denied.  We  are 
firmly  convinced  it  offers  an  essential  and  effective  means  of  relief 
to  our  industries. 

It  seems  to  us,  therefore,  that  the  question  of  administrative 
difficulties  is  very  much  outwdghed  by  the  other  points.  We  think 
the  objections  that  have  been  urged  on  the  committee  in  these  hear- 
ings are  not  by  any  means  insurmountable,  and  the  committee  has 
heard  competent  experts  declare  the  plan  is  practical  in  operation 
from  an  administrative  point  of  view. 

Therefore,  we  earnestly  hope  the  committee  will  recommend  the 
adoption  of  the  American  valuation  plan. 

I  thank  you,  Mr.  Chairman  and  gentlemen. 
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Senator  McLean.  The  excess-profit  taxes  paid  by  the  Connecticut 
manufacturers  will  be  rather  small  unless  they  get  some  additional 
protection  against  foreign  importations,  will  they  not  ? 

Mr.  Harmon.  On  the  basis  of  conditions  now,  I  think  most  of  them 
have  dismissed  the  excess-profit  tax  from  their  minds. 

Senator  Smoot.  They  are  likely  to  get  out  of  paying  the  excess- 
profit  tax  ? 

Mr.  Harmon.  Very  frankly,  Senator,  many  of  them  are  losing 
money  at  this  moment. 

Senator  McLean.  It  has  been  suggested  we  ought  to  revise  the  tax 
law  further,  and  I  will  repeat  the  remark  which  I  made  a  few  moments 
ago,  that  apparently  the  patient  needs  some  nourishment  before  we 
open  a  new  artery. 

Mr.  Harmon.  Connecticut  as  an  industrial  State  is  hardly  on  the 
map  if  its  factories  are  not  operating. 

Senator  Watson.  Senator  McLean,  I  do  not  a^ee  with  you  about 
that,  but  I  am  not  going  to  argue  it  here.  I  think  we  should  revise 
the  tax  laws  first,  but  we  will  take  that  up  later  on. 

Senator  McLean.  Both  are  important. 

The  Chairman.  Is  that  all  ? 

Mr.  Harmon.  Yes,  sir. 

The  Chairman.  There  is  one  more  gentleman,  Mr.  David  Metzger, 
of  New  York,  representing  the  Madeira  Embroidery  Co. 

Mr.  Metzger.  I  am  president  of  that  company,  but  Mr.  Lane,  the 
attorney,  is  here,  and  he  represents  about  15  other  companies  along 
that  line,  and  I  would  like  to  make  way  for  him. 

The  Chairman.  Very  well. 

Senator  Smoot.  You  are  an  importer  ? 

Mr.  Metzger.  Yes,  sir. 

STATEMENT  OF  THOMAS  M.  LANE,  BEPBESENTINa  MADEIBA 
EMBBOIDEBY  IMPOBTEES,  NEW  YORK,  N.  Y. 

« 

The  Chairman.  You  may  state  your  name  to  the  committee. 

Mr.  Lane.  Thomas  M.  Lane. 

The  Chairman.  You  are  an  importer? 

Mr.  IjANE.  I  am  an  attorney  representing  certain  importers. 

We  wiU  file  with  the  committee  to-day  a  printed  brief  outlining  the 
objections  of  four  of  the  leading  Madeira  embroidery  importers  of 
New  York,  and  I  represent  probably  15  in  addition  to  those  named 
in  the  brief  who  will  ask  permission  to  file  a  later  protest  against  the 
American  valuation  plan. 

No  American  house  15  years  ago  was  actively  engaged  in  the  pro- 
duction of  Madeira  embroidery.  The  Germans  controlled  the 
Madeira  embroidery  industry  exclusively.  American  capital  has 
largely  displaced  German  capital,  and  the  industry  has  thus  come  to 
be  one  of  those  developed  aoroad  by  American  capital. 

Senator  Watson.  Why  do  you  say  it  was  developed  abroad  by 
American  capital  ? 

Mr.  Lane.  It  was  developed  abroad  by  American  capital,  because 
it  is  an  industry  sui  generis  and  peculiar  to  the  island  of  Madeira. 
You  could  not  produce  it  anywhere  else  except  on  the  island  of 
Madeira  or  adjacent  Portuguese  possessions. 

Senator  Watson.  Is  that  on  account  of  the  raw  material  ? 
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Mr.  Lane.  It  is  principally  on  account  of  the  labor.  The  produc- 
tion is  a  peculiar  local  output  made  by  the  women  of  the  island  of 
Madeira. 

Senator  Watson.  At  very  low  wages  ? 

Mr.  Lane.  Yes,  sir;  at  comparatively  low  wages.  However,  it 
could  not  be  produced  in  this  country. 

Senator  Smoot.  You  could  not  get  the  women  living  in  that  country 
to  come  to  this  country  to  make  that  lace  ? 

Mr.  Lane.  I  would  not  admit  that,  Senator  Smoot,  but  the  women 
in  this  country  don^t  know  how  to  make  it. 

Senator  Smoot.  I  am  aware  of  that.  I  do  not  think  the  women 
would  make  that  lace. 

Mr.  Lane.  It  is  pecuUar  to  the  women  of  that  island. 

Senator  Smoot.  Those  women  would  not  want  to  come  to  Uve  in 
America  ? 

Mr.  Lane.  You  could  not  move  that  population  here,  if  that  is 
what  you  mean,  that  lives  on  the  island  of  Madeira, 
r  The  Germans  went  there  and  obtained  control  of  the  industry,  and 
American  capital  is  gradually  displacing  them.  Seventy-five  per 
cent  of  the  production  or  output  oi  Madeira  embroidery  is  now  con- 
trolled by  American  capital. 

Senator  McLean.  Is  their  output  comparable  to  lace  made  in  this 
country  ? 

Mr.  Lane.  No,  sir;  there  is  no  competitive  article  in  this  country. 

A  further  peculiar  feature  of  the  industry  is  that  its  very  essence 
is  novelty,  a  constant  development  of  new  designs,  new  patterns, 
new  articles,  so  that  that  feature  of  it  makes  the  American  valuation 
plan  one  of  peculiar  difficulty.  In  the  first  place,  under  the  statute 
as  it  is  now  iramed  these  goods,  not  having  any  comparable  or  com- 
petitive products  in  this  country,  can  not  be  appraised  on  the  value  of 
the  American  product — they  are  .self -valuing,  so  to  speak.  The  im- 
porters have  found,  after  the  most  careful  consicleration  of  the 
question,  that  they  will  be  absolutely  unable  to  determine  what  the 
American  selling  price  will  be. 

Senator  Smoot.  The  importer  can  swear  to  that,  can  he  not  ?  He 
can  swear  to  what  he  is  going  to  sell  them  for  ? 

Mr.  Lane.  He  can  swear  to  almost  anything,  Senator  Smoot;  but 
the  machinery  provided  in  this  law  has  teeth,  and  he  must  be  careful 
that  he  does  not  swear  carelessly. 

Senator  Smoot.  That  is  just  why  I  would  want  him  to  swear,  and 
then  they  would  not  have  very  much  trouble  in  gettingr  at  the  value. 

Mr.  Lane.  He  is  willing  to  swear  if  he  knows  what  it  is  going  to 
cost  him — landed  in  this  country. 

Senator  Smoot.  No  importer  is  going  to  import  those  things  into 
this  country  unless  he  knows  what  ne  is  going  to  sell  them  for. 

Mr.  Lane.  The  answer  to  that  question,  Senator,  is  that  he  does  not 
and  has  not.  In  fact,  for  six  or  eight  months  before  he  knows  what  he 
is  going  to  get  for  them  he  puts  them  in  work,  and  there  is  no  way  in 
the  world  for  him  to  know  the  price  the  market  will  pay  him. 

Senator  Smoot.  I  am  talking  about  when  they  are  to  be  sold  and 
when  the  duty  is  to  be  paid  upon  them. 

Mr.  Lane.  After  they  are  here  and  after  he  tests  out  his  market. 

Senator  Smoot.  That  is  the  only  article  in  the  lace  or  woolen  goods 
or  cotton  goods  or  any  goods  that  I  know  of  that  is  to  be  made  from 
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raw  materials  that  would  take  as  long  time  as  that  class  of  goods 
would  take,  that  the  orders  would  not  be  placed  six  months  ahead 
and  the  goods  sold  in  this  country  sometimes  six  months  ahead.  We 
sell  woolen  goods  eight  months  ahead,  before  they  are  made  and 
before  the  wool  is  purchased,  but  we  have  samples  and  sell  on  sample. 

Senator  McLean.  Have  you  any  competition  on  that  article  ? 

Mr.  Lane.  Practically  none.     These  goods  are  not  sold  on  sample. 

Senator  McLean.  If  you  have  no  competition  in  this  country,  I 
should  think  you  could  fairly  estimate  your  selling  price. 

Mr.  Lane.  These  are  dutiable  at  37^  per  cent  under  para;];raph 
1430  of  the  bill. 

The  effect  of  that  on  the  American  selling  prices  as  far  as  they  are 
now  determined,  based  on  present  cost  of  production,  would  be  an 
increase  of  about  125  per  cent  over  the  rate  that  has  prevailed  for 
the  last  30  years.  Sixty  per  cent  has  b?en  the  rate  that  this  article 
has  paid  ever  since  the  McKinley  tariff  of  1890,  and  that  is  one  of  the 
high  rates  of  the  tariffs.  Figured  at  the  present  production  cost  and 
present  foreign  cost,  the  rate  of  37.5  per  cent  on  a  selling  price  that 
would  pay  the  same  profit  as  now  would  be  a  rat^e  of  about  135  per 
cent  on  foreign  value.  We  have  put  the  formula  in  our  brief,  and  it  is 
perfectly  evident  to  anyone  that  that  would  be  the  effect.  Take  an 
article  that  now  brings  $10  on  this  market,  the  proper  ratio  of  cost 
is  about  $3.75.  That  article  would  cost  about  $3.75  to  produce  at 
Madeira. 

Senator  Smoot.  Those  rates  the  committee  will  go  into. 

Mr.  Lane.  Yes,  sir.  Your  37.5  per  cent  duty  is  on  the  $10  selling 
price,  $3.75,  just  100  per  cent  which  wipes  out  all  profit.  In  order 
to  have  the  same  pront  we  now  receive  the  price  of^that  $10  article 
would  be  $13.50,  an  increase  of  about  35  per  cent. 

Senator  Smoot.  You  mean  you  sell  the  goods  that  cost  you  $3.75 
for  $10? 

Mr.  Lane.  Yes,  sir;  60  per  cent 

Senator  Smoot  (interposing).  If  you  are  making  200  per  cent  I  can 
not  see  where  vou  have  any  complaint. 

Mr.  Lane.  You  misunderstand  mo;  $3.75  is  foreign  valuation, 
and  there  is  60  per  cent  duty  on  that  under  the  present  law. 

Senator  Smoot.  That  would  be  $2.25. 

Mr.  Lane.  The  duty  would  be  $3.75  at  37^  per  cent  on  a  selling 

Erice  of  $10.  And  you  have  to  add  50  cents  for  shipping,  and  you 
ave  to  add  $2  for  your  overhead  in  the  United  States.  Remember 
that  this  industrv  is  essentially  an  American  industry.  The  goods 
are  manufacturea  in  Madeira  and  are  brought  over  here  and  packeted. 
Your  overhead  here  would  be  20  per  cent  on  your  selling  price,  and 
you  would  not  have  any  profit  left.  That  would  take  up  the  $10, 
just  exactly. 

Senator  Smoot.  That  is  a  question  of  rate,  not  a  question  of  prin- 
ciple at  all.  I  can  not  see  that  your  concern  would  have  any  trouble 
with  American  valuation. 

Mr.  Lane.  We  have  stated  the  difficulties  in  our  brief  and  they 
seem  to  be  insuperable.  There  is  no  way  to  determine  our  American 
value  in  advance  of  importation. 

Senator  Smoot.  You  would  not  manufacture  the  goods  unless  you 
knew  you  were  going  to  sell  them  at  a  profit.  If  you  do,  you  are 
the  omy  manufacturers  that  ever  did  it. 
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Mr.  Metzoer.  A  manufacturer  can  not  tell  that  on  imported  mer- 
chandise. He  never  can  tell  what  the  profit  is  going  to  oe  on  those 
goods.  That  is  a  thing  to  be  determined  afterwards.  He  hopes  to 
make  a  profit,  but  he  may  actually  make  a  loss.  Nobody  can  de- 
termine that.  He  has  to  sell  them  and  so  does  every  other  importer. 
We  don't  bring  them  here  with  the  idea  of  selling  them  at  a  loss,  but 
in  ordinary  business  procedure  that  is  what  takes  place. 

Senator  Smoot.  They  do  not  all  lose  money  ? 

Mr.  Metzoer.  We  hope  not. 

Mr.  Lane.  If  the  committee  has  time  I  should  like  to  make  a  few 
general  remarks  about  the  American  valuation  plan,  based  on  an  ex- 
perience that  I  think  justifies  me  in  generalizing  to  a  slight  extent. 

Senator  McCumber.  Is  that  already  in  your  brief? 

Mr.  Lane.  No;  but  if  the  committee  does  not  want  to  hear  it  or 
would  prefer  to  give'  me  an  opportunity  to  present  it  at  a  later  date 
I  will  not  take  up  the  time  now. 

Senator  McCumber.  We  have  still  another  witness,  and  we  are  sup- 
posed to  close  at  5. 

Mr.  Lane.  I  propose  entirely  to  consult  your  convenience.  I  may 
ask  you  to  hear  me  later. 

Senator  Smoot.  I  suggest  that  he  go  on  now  and  we  will  get  thi'ough 
to-night. 

Mr.  Lane.  I  have  been  in  the  position  to  observe  the  operations  of 
our  tariff  law  very  intimately  for  the  last  20  years.  I  have  been  in 
intimate  touch  with  every  important  controversy  under  our  tariff  law 
for  the  last  20  years,  10  years  as  a  private  practitioner  and  about  12 
vears  as  a  Government  official,  ana  I  can  not  see  how  it  can  be  over- 
looked that  the  question  of  American  valuation  does  not  in  any  way 
involve  the  question  of  protection,  the  question  of  currency  depre- 
ciation, or  any  other  of  tne  alleged  economic  reasons  for  its  adoption. 

The  present  system,  with  the  modifications  with  respect  to  cur- 
rency valuations  that  were  inserted  by  this  committee  m  the  emer- 
gency tariff  law,  seems  to  me  to  embody  one  of  the  most  ideal 
appraisement  methods  in  force  in  the  world,  one  that  most  closely 
and  most  nearly  reflects  economic  conditions,  true  principles,  and 
true  valuations.  We  have  a  system  under  which  we  ascertam  foreign 
market  values  at  the  principal  markets  of  the  countries  of  exporta- 
tion.    We  have  had  that  for  100  years. 

Every  man  who  is  experienced  in  importing  knows  that  in  European 
countries  the  market  for  production  of  particular  commodities  is  ex- 
tremely localized.  Under  the  present  rule  of  foreign  valuation, 
which  requires  that  market  values  in  the  principal  markets  of  the 
country  of  exportation  be  ascertained,  the  problem  of  the  Govern- 
ment officials  IS  relatively  simple.  It  consists  in  most  instances  in 
an  investigation  of  values  in  a  production  district  at  the  most  a  few- 
hundred  square  miles  in  area.  If  we  want  to  know  the  value  of 
Bradford  woolens,  we  know  where  to  get  them;  if  we  want  to  know 
the  values  of  Irish  linen,  we  know  we  can  get  them  in  Belfast,^  if  we 
want  to  know  the  values  of  French  silks,  we  know  where  to  get  them; 
and  the  same  is  true  of  German  toys  and  French  tapestry. 

The  difficulties  of  obtaining  those  values  that  nave  been  alleged 
here  have  generally  been  asserted  by  men  who  have  had  no  experience 
in  investigating  or  ascertaining  foreim  values.  Every  man  that 
has  had  experience,  that  I  have  heard  speak,  seems  agreed  on  the 
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Proposition  that  the  di£5!culties  have  been  greatly  exaggerated. 
'he  experiences  of  those  who  day  after  day  and  year  after  year 
have  been  in  touch  with  appraisement  cases  before  boards  of  general 
appraisers  is  that  in  the  great  majority  of  cases  adeqpiate  evidence 
oi  foreign  values  is  obtained.  To  say  that  it  is  as  easy  to  obtain 
American  values  as  foreign  values  must  impress  every  one  with 
practical  experience  as  a  grotesque  assertion.  The  problem  of 
obtaining  the  American  values  which  the  law  requires  will  be 
enormously  more  difficult. 

I  say  **The  American  values  which  the  law  requires."  Pretty 
nearly  every  advocate  of  the  plan,  that  you  drive  into  a  corner  on 
this  proposition  and  read  the  statute  with  and  analyze  it  line  by  line 
ends  by  telling  you  that  some  value  will  be  taken  that  is  nothing  more 
than  one  the  appraiser  has  guessed.  I  do  not  want  to  misstate  the 
position  of  anjrbody,  but  pretty  nearly  every  man  I  have  asked  to 
analyze  the  statute  seems  to  arrive  at  that  conclusion.  In  other 
woras,  it  would  not  be  anybody ^s  value. 

To  ascertain  foreign  valuation,  as  we  have  for  many  years  now, 
a  reasonably  diligent  investigation  in  a  limited  district  of  produc- 
tion, where  fairly  stable  prices  are  established  in  close  competition, 
is  usually  all  that  is  necessary.  There  is  no  great  mystery  about 
it.  I  fully  agree  with  Mr.  Davis,  that  50  Government  agents  could 
do  it,  although  six  or  seven  have  done  it  fairly  well.  To  ascer- 
tain American  values  under  the  law  the  Government  officials  and 
the  importer  must  cover  a  distributing  market  having  an  area  of 
3,000,000  square  miles,  unless  you  take  away  all  the  remedy  which 
the  law  affords.  The  values  in  a  distributing  market  covering 
3,000,000  square  miles  have  got  to  be  ascertained  by  somebody,  ii 
they  are  not  produced  by  the  American  manufacturer  voluntarily  to 
the  appraiser,  and  it  has  seemed  very  probable  that  the  bill  has  not 
given  uie  appraiser  the  proper  subpoena  power  to  enable  him  to  com- 
pel the  American  manufacturers  to  produce  those  values.  I  think, 
that  you  will  keep  the  American  manufacturer  with  his  books  and 
records  and  papers  in  court  most  of  the  time  trying  to  find  that  out. 
From  an  attorney's  standpoint  it  appears  to  be  an  ideal  statute, 
because  it  promises  an  era  of  major  litigation  that  surpasses  anything 
we  have  known  in  customs  circles  for  generations. 

It  is  not  difficult  at  all  for  anybody  familiar  with  the  situation 
to  imagine  the  confusion  and  embarrassment  and  delays  that  would 
follow  an  attempt  to  impose  upon  appraising  officers  the  burden  of 
ascertaining  the  American  selling  price  for  even  staple  raw  materials, 
and  when  they  are  required  to  apply  that  principle  to  the  infinite 
variety  of  manufactured  articles  that  come  in  you  are  going  to  be 
confronted  with  a  chaotic  situation. 

I  have  said  this  has  nothing  to  do  with  protsction.  You  can  take 
foreign  values,  you  can  ascertain  with  reasonable  certainty  the 
domestic  industry  that  requires  protection  and  apply  the  proper 
ad  valorem  rate  to  give  it  protection,  but  unless  the  domestic  manu- 
facturer should  have  American  Valuation  as  a  cloak  for  getting  a 
higher  duty  than  he  is  entitled  to  then  I  think  there  is  no  reason  why 
it  should  be  adopted.  At  this  time,  when  we  are  confronted  with  so 
many  difficulties,  why  add  one  more  major  difficulty  ? 

They  say  because  we  have  fraud.  I  was  much  surprised  the 
other  day  to  read  in  a  statement  of  one  of  the  foremost  advocates 
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of  this  plan  a  somewhat  hesitant  suggestion  that  there  was  fraud  in 
10  per  cent  of  the  importations.  Most  of  the  official  statements  I 
have  read  I  believe  limited  it  to  something  less  than  1  per  cent.  Now, 
that  statement  was  repeatedly  made.  I  sat  in  the  hearings  before 
the  Ways  and  Means  Committee  and  heard  it  made  day  alter  day, 
that  this  American  valuation  plan  was  necessary  to  prevent  fraud  on 
the  revenue.  Nothing  is  easier  than  to  make  vague  and  sweeping 
allegations  of  fraud  and  then  assume  the  attitude  that  the  burden  has 
been  shifted  to  the  importer.  There  is  one  thing  noticeable,  and  I 
challenge  an  investigation  of  the  hearings  with  that  in  mind,  and 
that  is  those  who  have  talked  loudest  of  iraud  have  been  those  who 
either  were  in  a  position  to  know  very  little  about  it  or  had  a  motive 
in  making  it  appear  to  exist.  Ahnost  everyone  in  a  position  to  know 
has  agreed  that  there  is  very  little  fraud  in  connection  with  im- 
ports. I  know  most  of  those  who  are  in  a  position  to  know  in  customs 
circles,  and  could  name  them  to  you  in  15  minutes. 

Now,  the  fact  is,  gentlemen,  that  the  bulk  of  our  import  trade  is 
in  the  hands  of  large  and  reputable  interests,  and  the  majority  of  our 
duties  are  paid  by  large  importers  who  are  merchants  of  high  honor, 
respectability,  and  standing,  and  who  are  jealous  of  their  reputations 
and  sincere  in  their  respect  for  law,  as  much  so  as  any  other  body  of 
citizens.  I  do  not  think  it  is  going  too  far  to  say  that  in  that  par- 
ticular they  do  not  suffer  at  all  m  comparison  with  the  gentlemen  who 
have  been  maligning  them.  ^  ^ 

Senator  Watson.  I  do  not  think  that  is  an  impeUing  reason  for 
the  adoption  of  American  valuation. 

Mr.  Lane.  It  has  been  advanced  as  one  of  the  most  impelling 
reasons.  Another  reason  has  been  the  currency  situation,  i  hope 
you  will  give  that  careful  attention.  I  have  not  the  time  to  go  into 
it  to-day. 

Senator  Smoot.  I  think  we  know  something  of  that. 

Mr.  Lane.  You  do,  and  you  have  shown  an  intelligent  apprecia- 
tion of  it  in  the  emergency  tariff.  I  hope  I  state  what  the  committee 
understands  when  I  say  the  value  of  commodities  is  in  no  way  de- 
pendent upon  the  value  of  foreign  currency,  and  yet  witness  after 
witness  has  talked  as  though  the  value  of  commodities  and  the  value 
of  currency  were  completely  involved,  so  that  one  was  dependent 
upon  the  other. 

Senator  Watson.  You  think  they  have  no  relation  whatever  i 

Mr.  Lane.  That  may  be  too  strong  a  statement  to  say  there  is  no 
relation,  but  if  there  is  any  it  is  very  slight. 

Senator  Smoot.  Foreign  exchange  has  no  relation  whatever  to  the 
cost  of  producing  goods  m  one  country  or  another  ? 

Mr.  Lane.  I  say  the  commodity  retains,  as  a  general  economic 
principle,  its  value  in  gold,  irrespective  of  the  fluctuation  in  exchange. 

Senator  Smoot.  I  say  that  is  not  true,  and  I  can  prove  it  not  omy 
by  the  greatest  experts  in  Germany  and  England  and  France,  but  in 
other  countries. 

Mr.  Lane.  I  do  not  want  to  disagree  too  much  with  experts,  but  I 
will  venture  the  assertion  that  in  most  cases  where  it  is  alleged  that 
exchange  has  affected  commodity  values  you  will  find  the  fluctuation 
is  due  to  some  other  economic  cause. 

Senator  Smoot.  I  have  not  time  to  go  into  it,  but  I  could  tell  you 
the  statistics  in  round  numbers  given  by  the  statistician  of  Germany 
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himself,  that  the  mark  is  worth  1.3  cents,  or  was  at  the  time  I  in- 
quired of  him,  in  gold,  and  at  the  same  time  was  worth  1.65 

Mr.  Lane  (interposing) .  In  international  trade  ? 

Senator  Smoot.  No;  not  in  international  trade,  but  in  buying  of 
clothing,  in  the  buying  of  food,  in  the  payment  of  rent  and  the  pay- 
ment of  wages  in  (jermany.     There  is  no  question  about  it  at  all. 

Mr.  Lane.  I  would  like  to  talk  that  over  with  you,  because  I  think 
I  could  make  some  su^estions. 

BRIEF  OF  THOMAS  M,  LAKE,  REPRESEITTINO  MADEIRA  EMBROIDERT  IMPORTERS 

OF  NEW  YORK. 

The  undersigned  are  manufacturers  and  importers  of  Madeira  embroideries, 
which  under  the  pending  general  tariff  bill  (H.  R.  7456)  would  be  dutiable  at  37 J 
I>er  cent  ad  valorem  under  paragraoh  1430  of  the  bill  as  passed  by  the  House. 

By  virtue  of  section  402  of  the  bill  the  above  ad  valorem  rate  of  37^  per  cent  would 
be  assessed  on  the  American  selling  price  of  this  commodity. 

A  duty  of  37 i  per  cent  on  the  American  selling  price  is  the  equivalent  of  a  duty 
ranging  m>m  100  per  cent  to  135  per  cent  on  the  foreign  valuation,  as  against  a  duty  of 
60  per  cent  on  foreign  valuation,  which  has  prevailed  for  over  30  years.  The  rate  of 
Vj/0  per  cent  on  foreiern  valuation  under  the  McKinley  tariff  of  October  3,  1890,  under 
the  Dingley  Act  of  July  24,  1897,  under  the  Payne-Aldrich  Act  of  August  5, 1909,  and 
under  the  Underwood-Simmons  tariff  of  October  3,  1913. 

The  undersigned  petitioners  are  perfectly  willing  that  the  60  per  cent  rate  should  be 
continued  upon  the  same  basis  of  foreign  valuation  as  heretofore  under  the  above- 
mentioned  acts. 

They  protest  against  the  adoption  of  the  American  valuation  as  impossible  of  appli- 
cation to  this  class  of  merchandise.  They  protest  against  the  rate  of  37^  per  cent  upon 
an  American  valuation  as  destructive  of  a  lai^e  and  important  industry  developed 
abroad  by  American  capital,  and  an  important  source  of  revenue  to  the  (jovernment. 

The  above  and  other  objections  to  the  proposed  change  in  the  law  are  outlined  in 
more  detail  below: 

1.  The  American  valuation  plan  is  wholly  impracticable  and  unjust  in  its  applica- 
tion to  Madeira  embroideries.  Madeira  embroideries  are  the  product  of  the  island  of 
Madeira  and  adjacent  Portuguese  possessions.  They  are  entirely  handwork  of  unique 
deaisn  and  construction  made  by  the  native  women.  The  commodity  ia  not  made  in 
the  United  States,  nor  is  there  manufactured  in  the  United  States  any  comparable 
product,  so  that  it  is  not  po^ble  to  ascertain  from  comparable  products  of  this  country 
what  the  United  States  selling  price  should  be  on  the  imported  merchandise.  Under 
paragraph  402,  therefore,  the  dutiable  value  would  be  the  value  of  the  imported  goods 
for  sale  in  the  United  States  as  of  the  date  of  exportation  from  Madeira. 

Such  valuation,  in  the  opinion  of  petitioners,  would  be  impossible  of  ascertainment. 
It  is  impossible  to  determine  what  the  selling  price  is  going  to  be  until  the  merchandise 
has  been  imported  and  until  the  selling  price  can  be  ascertained  as  the  result  of  demand 
/ind  supply,  the  desirability  of  the  merchandise,  and  the  general  business  conditions. 
Madeira  embroideries  are  made  in  simple  or  low-priced  effects  as  well  as  in  elaborate 
and  high-priced  effects,  and,  depending  on  general  conditions  of  trade,  there  may  be 
practi(^ly  no  demand  for  the  higher-priced  goods.  This  could  not  be  determined  at 
the  time  the  designs  were  drawn  or  the  article  put  in  work,  and  it  usually  takes  six 
to  eight  months  from  the  time  the  work  is  started  until  the  merchandise  can  be  im- 
ported and  offered  for  sale;  and  long  before  it  can  be  determined  what  the  sellin*^  price 
will  be  the  article  is  put  in  process  of  manufacture.  An  importer  does  not  know  in 
advance  of  offering  the  goods  for  sale  what  he  can  get  for  them.  He  miy  hive  a  very 
definite  idea  as  to  what  they  will  cost. 

Importers  of  Madeira  embroideries  have  to  take  the  chances  of  market  conditions 
for  merchandise  which  they  offer  for  sale.  They  naturally  try  to  realize  a  profit  over 
cost  of  laying  tlie  goods  down  in  the  United  States,  but,  depending  on  the  demand 
there  may  be  for  the  merchandise  and  the  desirability  of  any  particular  arti(4e.  the 
price  will  be  affected  accordingly.  The  selling  price  and  value  of  an  embroidered 
article  depend  not  solely  on  the  cost  of  production,  but  largely  on  the  desirability  and 
attractiveness,  which  in  turn  reflect  the  taste,  judgment,  and  skill  of  the  designing 
staff  that  is  responsible  for  developing  the  tine  of  patterns.  Some  patterns  turn  out 
very  well  and  find  favor,  and.  consequently,  either  sell  more  freely  or  command  a 
better  price.  Other  patterns  prove  to  be  not  so  attractive,  but  the  cost  may  be  just 
as  great.    These  have  to  be  sold  at  a  lower  price  and  frequently  have  to  be  sold  out 
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even  at  a  loss,  but  at  the  time  of  exportatioii  it  can  iiot»be  detennined  what  the  ulti- 
mate selling  price  will  have  to  be  either  of  the  patterns  that  find  favor  or  those  that.are 
unsuccessful.  The  price  is,  furthermore,  innuenced  by  the  available  supply.  If 
the  supply  is  lai^  and  the  demand  is  small,  as  it  has  been  this  season,  the  price  will 
be  depressed  and  the  sale  will  be  correspondingly  light  and  the  profits  correspondingly 
smaller.  All  these  are  factors  that  can  not  be  detennined  even  bv  the  experiencea 
manufacturer  and  dealer,  much  less  by  theiippraiser,  who  has  to  find,  the  United  States 
selling  value  on  which  the  duty  is  to  be  assessed. 

In  the  opinion  of  importers,  it  is  absolutely  an  impossible  task  to  determine  what 
the  selling  price  is  going  to  be  before  the  dutiable  value  can  be  determined.  It  is 
possible  to  ascertain  what  the  foreign  cost  is  and  to  assess  duty  on  ^lat,  but  it  is  not 
possible  to  determine  in  advance  of  actual  sale  what  the  selling  price  is  going  to  be, 
and  no  set  of  appraisers  or  any  other  human  being  can  be  found  who  could  determine 
the  selling  price.  The  fact  that  an  article  may  have  sold  at  $10  last  month  would 
not  mean  that  it  may  not  have  to  sell  at  19  next  month,  or  that,  if  conditions  war- 
rant it,  the  price  may  not  even  go  higher  than  $10. 

2.  The  proposed  duty  of  37 }  per  cent  ad  valorem  on  American  value  would  result 
in  an  embargo  upon  the  importation  of  Madeira  embroideries.  Under  the  proposed 
Fordney  tariff  the  importers  of  Madeira  embroideries  would  have  to  suspend  busi- 
ness. They  could  not  continue.  It  would  be  impossible  to  produce  this  merchan- 
dise and  sell  it  in  the  United  States  at  a  profit.  This  can  readily  be  appreciated 
if  the  following  figures  are  understood:  An  article  that  now  sells  for  $10  and  costs 
to  manufacture  $3.75  gold  will  pay  on  the  60  per  cent  rate  $2.25  duty;  allowance 
for  packing,  landing  charges,  including  freight  and  insurance,  customhouse  entry 
fee  and  counsel  fee,  50  cents;  overhead  on  the  cost  of  doing  business  in  the  United 
States  20  per  cent  on  the  selling  price,  $2.  This  gives  a  total  of  $8.60  and  allows 
$1.50  profit  from  which  must  be  deducted  the  cash  discount  and  cost  of  boxing. 

On  the  basis  of  assessing  duty  on  the  American  selling  price,  assuming  that  the 
selling  price,  $10,  remained  the  same,  and  that  the  foreign  cost,  $3.75,  remained  the 
same,  you  would  get — 

Foreign  cost $3. 75 

37J  per  cent  duty  on  $10 3. 75 

Shipping  expense 50 

Overhead  in  the  United  States 2. 00 

Total  cost 10. 00 

This  would  allow  no  margin  of  profit  or  allowance  for  cash  discount  and  cost  of 
boxing  in  United  States. 

A  duty  of  $3.75  under  the  Fordney  tariff,  as  compared  with  $2.25  duty  under  the 
Underwood  bill,  would  result  in  an  increase  of  duty  of  66}  per  cent  (equivalent  to 
about  100  per  cent  duty  on  foreign  valuation),  and  would  take  away  all  profit  from  the 
importer  unless  he  were  to  advance  his  selling  price  to  $13.50  so  as  to  make  the  same 
amount  of  profit,  namely,  $1.50,  that  he  makes  at  present.  This  is  shown  in  the 
following  way: 

Cost $3.75 

Duty,  37*  on  $13.50 5. 06" 

Overhead,  20  per  cent  on  the  United  States  selling  price  of  $13.50 2. 70 

Shipping  expense 50 

Total  cost 12.01 

Selling  price.  / » 13. 50 

Profit 1.49 

Then  instead  of  paying  duty  as  at  present  of  $2.25,  he  would  have  to  pay  a  duty  oi 
$5.06.  This  would  result  in  an  increase  in  dut^  of  $2.81,  or  125  per  cent  more  duty 
than  at  present;  or  in  other  words,  instead  of  paying  60  per  cent  duty  on  foreign  valua- 
tion as  now,  he  would  actually  be  pa]^g  135  per  cent  duty  on  foreign  viduation. 
This  would  natimdly  result  in  increasing  the  cost  to  the  consumer  tremendously, 
providing  the  consumers  were  willing  to  pay  this  fictitious  price,  but  the  consumer 
would  not  be  willing  to  pay  such  an  increase  and  it  would  simply  result  in  killing  off 
the  industry. 

3.  An  important  industry  developed  by  American  capital  abroad  is  threatened 
with  destruction  with  no  compensating  benefit  to  an  American  industry.  American 
capital  has  lar^ly  supplanted  and  superseded  German  capital  in  the  production  of 
Madeira  embroideries.    Fifteen  years  ago  no  American  house  was  actively  engaged 
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in  the  production  of  Madeira  hand  embroideries  and  substantially  all  of  this  class  of 
merchandise  that  was  produced  and  at  that  time  found  its  way  into  this  market  was 
sold  here  by  German  houses.  German  houses  have  practically  been  eliminated  and 
the  American  houses  have  worked  into  a  dominant  position  in  Madeira  and  now 
control  practically  75  per  cent  of  the  production  and  output.  This  country  has  been 
the  largest  outlet  for  Madeira  embroideries  for  a  number  of  years  past,  and  a  large 
number  of  women  who  have  been  trained  to  do  this  work  over  a  long  period  of  years 
have  no  other  means  of  livelihood  in  the  islands,  as  they  are  dependent  for  their 
livelihood  on  the  wages  they  receive  for  doing  this  work,  and  if  this  source  of  income 
were  taken  away,  due  to  the  impossibility  of  importing  these  goods  into  the  United 
States,  it  would  result  in  great  misery  and  privation  to  thousands  of  women  and 
families. 

There  is  no  similar  American  industry  that  needs  additional  protection.  A  60  per 
cent  rate  on  foreign  valuation  Has  always  been  considered  a  high  rate  on  articles  of 
this  kind,  and  under  this  rate  the  United  States  has  derived  a  larro  revenue  and  will 
continue  to  receive  a  large  revenue  in  the  way  of  import  duties  if  tne  cost  of  importing 
is  not  increased. 

Madeira  embroideries  are  made  by  hand.  There  are  no  Madeira  machine  embroid- 
ered goods.  The  number  of  hands  who  can  produce  Madeira  embroideries  is  limited 
to  a  comparatively  few  thousand  girls  and  women  who  have  been  either  taught  in 
schools  or  convents  or  their  homes.  It  is  an  industry  that  reauires  considerable 
patience,  skill,  and  natural  aptitude,  which  the  women  in  Madeira  seem  to  have 
inherited.  No  matter  how  great  the  demand  may  be,  the  output  will  at  all  times  be 
limited,  so  there  is  no  danger  of  any  excessive  amount  being  dumped  on  this  market 
to  the  detriment  of  any  American  industry. 

As  we  understand  it,  the  Fordney  tariff  is  not  designed  to  increase  the  cost  of  mer- 
chandise to  the  American  consumer  or  to  annihilate  industries  developed  by  American 
capital,  and  even  though  this  hand  embroidery  is  made  in  Madeira,  it  is  done  through 
American  capital  and  American  direction  and  gives  employment  to  a  large  number  of 
people  in  the  United  States  who  are  required  for  handling,  boxing,  laundering,  ^p- 
ping,  and  distributing  these  goods  after  they  arrive  here. 

4.  The  bill,  if  enacted  in  its  present  form,  would  cut  off  a  large  source  of  revenue 
to  the  Government.  During  the  year  1920  the  United  States  Government  received 
in  duties  over  $2,000,000  that  was  paid  on  the  importation  of  Madeira  hand 
embroideries. 

As  it  is  the  purpose  of  the  Government  to  increase  the  revenues,  we  believe  the 
Fordnev  biU  is  designed  with  this  aim  in  view,  but  in  regard  to  Madeira  embroideries 
it  will  udl  in  its  purpose  if  the  American  selling  price  is  to  be  the  basis  on  which  the 
duty  is  to  be  assessed,  and  instead  of  deriving  as  large  or  larger  revenue  than  in  former 
years  the  industry  will  be  strangled  and  the  revenue  will  be  cut  off  and  the  Govern- 
ment will  certainly  be  the  loser,  as  well  as  the  importers. 

Respectfully  submitted. 

Madeira  Embroidery  Co., 

Leacock  &  Co., 

New  York  Funchal  Hand  Embroidery  Co., 

N.  J.   RiCHMAN  Co. 

STATEMENT   OF   THOMAS  H.   EDDY,  BEPEESENTINa   MARSHALL 

FIELD  A  CO.,  CHICAaO— Eesumed. 

Mr.  Eddy.  I  want  to  correct  the  statement  I  made  this  morning.  • 
These  figures  require  no  correction,  but  merely  application,  and  I  have 
added  a  column  indicating  the  percentage  on  the  sales  prices  to  cover 
business  expenses  and  profits  on  the  present  importations. 

To  illustrate  the  first  item  of  gloves,  they  land  at  $17  per  dozen, 
including  $2  duty  under  the  act  of  1913.  The  price,  excluding  duty, 
would  be  $15  per  dozen,  including  transportation  charges,  etc.  To 
make  the  same  percentage  of  profit  which  we  are  now  making  and 
cover  our  business  expenses,  24  per  cent,  the  dutv  would  be  37^  per 
cent  upon  the  American  selling  price.  It  naturally  follows  that  the 
$15  must  be  the  difference  between  the  24  plus  37^  per  cent,  or  61^ 
er  cent,  deducted  from  100  per  cent,  which  leaves  38^  per  cent, 
n  other  words,  the  $15  is  38^  per  cent  of  the  amount  which  would  be 
assessable  under  a  37i  duty,  and  24  per  cent  would  cover  business 
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expenses  and  profits,  original  foreign  cost  and  transportation  charges. 
In  figuring  that  out  we  find  that  the  selling  price  obtained  by  that 
method  is  $39.  Thirty-seven  and  one-half  per  cent  duty  on  $39  is 
$14.60.  That  would  indicate  the  method  adopted  all  the  way  through 
the  statement.  The  statement  of  equivalent  duties,  the  percentage 
equivalent  to  forei^  cost  stands  good  as  I  stated  it  this  morning, 
with  that  explanation  I  will  file  this  with  the  committee. 

Senator  McCumber.  We  will  stand  adjourned  until  to-morrow 
morning  at  10.30,  but  there  will  be  no  tariff  hearing  to-morrow.  We 
have  a  matter  with  the  Secretary  of  the  Treasury  at  that  time. 

(Thereupon,  at  5.10  p.  m.,  the  committee  adjourned,  to  meet  again 
on  Thursday,  the  28th  day  of  July,  1921,  at  10.30  a.  m.) 

[Hearings  on  American  Valuation  were  resumed  Monday,  August 
1,  1921.] 

Monday,  August  1, 1921. 

The  committee  met,  pursuant  to  adjournment,  in  room  312,  Senate 
Office  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boies  Penrose  presiding. 

Present:  Senators  Penrose  (chairman),  Smoot,  McCumber,  Dilling- 
ham, Watson,  McLean,  La  Follette,  Curtis,  Simmons,  and  Walsh. 

The  Chairman.  The  committee  will  come  to  order.  The  com- 
mittee will  continue  the  hearings  of  individuals  who  have  applied  to 
be  heard  on  the  Question  of  iunerican  valuations.  These  hearings 
were  interrupted  auring  last  week  when  the  committee  took  up  for 
consideration  the  foreign-debt  bill.  They  will  now  be  resumed,  and 
I  hope  they  will  be  finished  by  to-morrow.  I  hope  the  witnesses  will 
cooperate  with  the  committee  in  being  brief,  and  the  committee  will. 
So  far  as  is  reasonable,  refrain  from  asking  questions  and  the  wit- 
nesses will  make  their  statements  concise  and  to  the  point,  bearing 
in  mind  that  the  committee  is  fairly  familiar  with  this  question  now, 
and  a  mere  repetition  of  argument  is  tiresome  and  not  effective.  The 
first  witness  on  the  list  is  Mr.  J.  M.  Neenan,  of  Cleveland,  Ohio,  rep- 
resenting window-elass  workers.  Is  Mr.  Neenan  present?  [No 
response.]    Is  Mr.  J.  F.  Zoller  present  ? 

Mr.  Zoller.  Yes,  sir. 

STATEMENT   OF  J.  F.   ZOLLEK,   BEPBESENTINa  THE   AMBBICAN 
VALUATION  ASSOCLA.TION,  NEW  YORK  CITY. 

The  Chairman.  Mr.  Zoller,  the  committee  has  heard  you  fre- 
quently on  previous  occasions  and  would  like  to  hear  you  with  equal 
brevity  now.     You  are  an  attorney  in  New  York  ? 

Mr.  Zoller.  Yes,  sir. 

The  Chairman.  You  are  not  a  manufacturer  yourself  ? 

Mr.  Zoller.  No,  sir. 

The  Chairman.  Whom  do  you  represent  ? 

Mr.  Zoller.  I  represent  the  American  Valuation  Association. 

The  Chairman.  When  was  that  association  formed  ? 

Mr.  Zoller.  A  very  short  time  ago — two  or  three  months  ago. 

The  Chairman.  That  is  another  of  these  mushroom  associations  I 

Mr.  Zoller.  It  is  composed  entirely  of  manufacturers,  sir. 

The  Chairman.  How  many  members  has  it  got  ? 

Mr.  Zoller.  I  have  the  list  here,  and  to  date  it  has  something 
over  a  hundred  members,  all  manufacturers. 

The  Chairman.  Where  are  they  located  ? 
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Mr.  ZoLLER.  They  are  located  in  di£Ferent  parts  of  the  United 
States.  I  have  the  name  and  address  of  each  one  which  I  can  submit 
or  read. 

The  Chairman.  Do  they  pay  dues  ? 

Mr.  ZoLLER.  The  only  qualification  for  becoming  a  member  of 
this  association  is  that  tney  beheve  in  the  American  valuation  prin- 
ciple and  will  pay  $10  for  the  purpose  of  receiving  literature. 

The  Chairman.  Do  they  elect  officers  ? 

Mr.  ZoLLER.  They  have  a  staff  of  officers.  Mr.  Camp,  a  manu- 
facturer in  Connecticut,  is  president;  Mr.  Dodge,  of  the  toy  manu- 
facturers, is  treasurer;  a  Philadelphia  lawrer  by  the  name  of  Wil- 
liamson is  secretary:  and  I  am  a  member  of  the  executive  committee. 
I  want  to  admit  at  the  outset  that  if  each  of  these  individual  members 
were  caUed  separately  none  of  them  could  be  considered  as  dis- 
interested witnesses. 

The  Chairman.  Have  they  ever  held  a  meeting  as  an  association  ? 

Mr.  ZoLLER.  Yes,  sir;  several  meetings. 

The  C^iRMAN.  When  was  their  last  meeting  ? 

Mr.  ZoLLER.  The  last  meeting  of  the  executive  committee  was 
about  30  days  ago,  I  think. 

The  Chairman.  Has  the  whole  association  ever  held  a  meeting  ? 

Mr.  ZoLLER.  Not  all  the  members;  no. 

The  Chairbian.  All  right;  go  ahead. 

Senator  Simmons.  The  sole  purpose  of  it  is  to  promote  this  legis- 
lation ? 

Mr.  ZoLLER.  Yes,  sir;  but  it  is  a  defensive  organization  and  w^as 
organized  to  refute  much  data  which  we  believe  to  be  erroneous, 
advanced  by  importers  and  others  opposed  to  this  American-valuation 

Elan.  I  want  to  say  that  so  far  as  1  am  concerned  personally  I  have 
een  a  student  of  taxation  for  a  number  of  years,  and  I  have  taken 
up  this  tariff  work  because  of  its  assumed  relation  to  taxation.  I 
find,  however,  that  there  are  many  economic  principles  involved  in 
this  bill  that  are  not  involved  in  taxation,  so  I  do  not  wish  to  qualify 
as  a  tariff  expert  before  this  committee. 

In  studying  this  matter  I  have  prepared  a  table  showing  the  valu- 
ation of  foreim  currencies  both  before  the  war — that  is,  July  1, 
1914 — and  July  1,  1921,  of  Great  Britain,  France,  Germany,  and 
Japan.  I  will  not  read  that  table,  because  you  are  all  familiar  with 
the  figures,  but  I  submit  it. 

It  shows,  among  other  things,  that  on  July  1,  1914,  the  German 
mark  was  worth  in  United  States  money  $0,238,  but  on  July  1,  1921, 
the  same  German  mark  was  worth  in  United  States  money  only 
only  $0,013;  that  in  1914  an  ad  valorem  duty  of  33  J  per  cent  imposed 
upon  the  foreign  value  of  a  German  article  costing  150  marks  would 
amount  to  $11.90,  but  to-day,  due  to  the  depreciation  of  the  German 
mark,  the  duty  at  the  same  rate  would  amount  to  much  less  than 
that. 

Senator  Simmons.  How  many  more  German  marks  would  it  take 
to  buy  the  article  in  the  German  market  ? 

Mr.  ZoLLER.  I  am  coming  to  that.  In  1914  skilled  laborers  in 
Germany  received  about  8.7  marks  per  da;^,  equivalent  at  that  time 
to  about  $2.09.  That  $2.09  is  an  official  figure  taken  from  the  bul- 
letin entitled  '*  Wajges,''  prepared  by  the  Ways  and  Means  Committee 
and  dated  1921.    That  converted  into  marks  at  the  rate  of  exchange 
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in  1914  shows  that  laborers  in  Germany  at  that  time  received  about 
8.7  marks  per  day. 

In  January,  1920 — I  have  not  the  figures  for  1921 — such  skilled 
laborers  received  the  equivalent  of  73  cents  per  day,  which  amount 
if  converted  into  marks  at  the  rate  of  exchange  prevailing  on  July  1, 
1921,  would  mean  about  56  marks  per  day,  against  8.7  marks  per  day 
in  1914. 

Other  things  being  equal,  it  follows  that  an  article  costing  150 
marks  in  1914  would  cost  about  seven  times  that  amount,  or  1,050 
marks  in  1912.  One  thousand  and  fifty  marks  in  1921  would  be 
equivalent  to  about  $13.65.  An  ad  valorem  duty  on  this  amount  of 
33}  per  cent  would  amount  to  only  $4.55,  as  against  $11.90,  the  duty 
that  would  be  collected  at  the  same  rate  in  1914. 

Senator  Simmons.  When  this  conunittee  had  under  consideration 
the  antidumping  division  of  the  emei^ency  tariff  we  had  here  before 
us  certain  appraisers  of  recognized  ability  located  in  New  York,  and 
we  had  also  a  member  of  the  Court  of  Customs  Appeals.  My  recol- 
lection is  that  they  told  us  that  the  German  goods  were  invoiced  now, 
measured  in  American  money,  at  about  what  they  were  and  a  little 
bit  more  than  they  were  before  the  war. 

Mr.  ZoLLER.  I  think  that  those  statements  have  all  been  made  in 
a  general  way. 

Senator  Simmons.  They  were  made  by  appraisers  who  were  apprais- 
ing these  goods  before  the  war  and  who  have  been  appraising  them 
during  1920. 

Mr.  ZoLLER.  The  official  figures  we  get  in  studying  these  things 
do  not  bring  about  that  result. 

Senator  Simmons.  And  there  was  no  division  among  them;  they 
all  agreed  to  that. 

Mr.  ZoLLER.  The  figures  would  appear  to  show  that  the  duty 
to-day,  notwithstanding  the  increase  in  German  marks,  would  be 
less.  We  may  differ  on  now  much  less,  but  I  do  not  believe  anybody 
who  studies  the  subject  carefully  will  fail  to  come  to  the  conclusion 
that  the  duty  to-day  at  the  same  rate,  notwithstanding  the  increase 
in  cost  in  marks,  would  be  less  than  it  was  in  1914. 

But  there  is  another  factor  in  the  situation.  Wages  in  Germany, 
measured  in  terms  of  United  States  money,  have  gone  down  mate- 
rially since  1914.  In  1914  skilled  laborers  in  Germany  received  the 
equivalent  of  $2.09  per  day.  That  is  an  official  figure.  In  January, 
1920,  they  received  the  equivalent  of  about  73  cents  per  day — and 
that  is  an  official  figure — notwithstanding  the  fact  that  they  received 
a  much  greater  number  of  marks  per  day.  In  the  United  States,  on 
the  other  hand,  wages  have  materially  advanced  during  the  same 

feriod.  This  is  shown  by  a  table  taken  from  that  bulletin  on  page  74. 
want  to  read  from  that  table.  In  1914  bricklayers  in  this  country 
received  $5.59  per  day.  In  1920  thev  received  $9.60  per  day.  Labor- 
ers in  1914  received  here  $2.50  per  dav.  In  1920  they  received  $5.58 
per  day.    Carpenters  in  1914  received.  $4.33  per  day. 

The  Chairman.  What  are  you  reading  from  ? 

Mr.  ZoLLER.  I  am  reading  from  page  74  of  the  official  bulletin  of 
the  Ways  and  Means  Committee  entiued  *' Wages"  and  dated  1921. 

The  Chairman.  Would  it  not  be  sufficient  to  make  reference  to 
that  bulletin  without  reading  it  ? 


AMEBIOAN  VALUATION.  189 

Mr.  ZoLLEB.  Yes;  I  will  refer  to  it  and  have  the  bulletin  marked. 

Senator  La  Follette.  Does  that  bulletin  state  the  sources  of  the 
information  ? 

Mr.  ZoLLER.  Yes;  it  is  stated  in  it.  The  point  I  want  to  make  is 
this,  that  between  1914  and  1921  wages,  measured  in  United  States 
money  in  Germany,  have  gon'e  down  more  than  one-half.  In  this 
country  for  the  same  period  they  have  practically  doubled.  There- 
fore, it  would  seem  to  follow  that  insteaa  of  making  the  duty  less,  as 
we  certainly  would  if  we  impose  it  upon  the  foreign  value  to-day  at 
any  reasonable  rate,  we  ought  to  make  it  more  to  take  care  of  this 
dinerence  in  labor  cost  between  the  United  States  and  Germany 
to-day  as  compared  with  1914. 

Senator  Simmons.  When  we  had  this  matter  up  before  I  recall  that 
Senator  Smoot  insisted  very  vigorously  that  the  purchasing  power  of 
a  Grerman  mark  in  Gennany  was  very  much  more  than  its  gold  value, 
measured  in  our  money — many  times  more. 

Mr.  ZoLLEB.  My  evidence  is  that  a  German  can  ship  goods  in  this 
country  to-day 

Senator  Simmons.  What  have  you  to  say  to  that  ?  Is  that  cor- 
rect or  not  ?  Is  the  purchasing  power  of  the  German  mark  in  Ger- 
many only  1  cent  and  3  mills  m  gold,  or  is  it  many  times  that,  as 
Senator  Smoot,  as  I  understood  him,  insisted  it  was  ? 

Senator  Smoot.  A  mark  is  worth  1.3  cents  in  gold  and  the  pur- 
chasing power  for  the  labor  in  Germany  was  4.6  cents,  thus  giving 
the  German  manufacturer  an  advantage  at  once  of  300  per  cent  on 
the  exchange  alone. 

Senator  Sucmons.  In  other  words,  you  contend  that  the  purchas- 
ing^ power  of  a  Grerman  mark  is  4.6  cents  ? 

Senator  Smoot.  Yes;  that  is  the  purchasing  price  of  the  mark  to 
the  laborer  in  Germany. 

Senator  Simmons.  If  it  is,  it  must  be  the  purchasing  price  of  a  mark 
in  Germany? 

Senator  Smoot.  Yes;  but  it  is  not  the  purchasing  price  of  the  mark 
outside  of  Germany,  and  they  come  here  and  get  our  gold  for  it. 

Senator  Watson.  Could  a  nation  have  two  values  for  different 
purposes;  that  is  to  say,  one  value  of  1.3  j>er  cent  for  foreign  pur- 
poses and  another  value  of  4.6  {>er  cent  for  domestic  purposes  ? 

Senator  Smoot.  That  is  not  involved  in  this.  In  otner  words, 
the  manirfacturer  gets  his  gold  dollar  for  all  the  goods  he  imports  to 
this  country,  and  wat  is  on  the  basis  of  1.3  cents  for  a  mark.  When 
he  gets  that  gold  dollar,  he  can  go  in  (Germany  and  piu-chase  three 
times  the  amount  of  labor  or  commodities  that  the  laborer  uses  in 
(jermany,  and  therefore  he  has  three  times  the  advantage  over  a 
laboring  man  in  this  countrv  that  is  paid  in  gold. 

Scuiator  Simmons.  But  wnen  you  are  ascertaining  what  the  wage 
scale  in  a  certain  Ime  of  industry  is,  you  must  consider  primarily  the 
purchasing  power  in  the  market  in  which  he  buys  his  supplies. 

Senator  omoot.  As  far  as  the  laborer  is  concerned  in  that  country, 
but  not  as  far  as  the  manufactiu*er  is  concerned,  if  he  gets  a  depre- 
ciated currency  in  exchange  for  the  goods  sold. 

Mr.  SiOiXEB.  The  fact  is  that  the  German  to-day  can  sell  $100 
worth  of  goods  in  this  country  and  take  that  tlOO  and  buy  much 
more  labor  to-day  in  Germany  with  it  than  he  could  in  1914. 
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Senator  MgCumber.  And  he  can  buy  other  commodities  also,  can 
he  not  ? 

Mr.  ZoLLEB.  I  think  he  can. 

Senator  McCumber.  In  exchange  the  German  buying  American 
money  would  give  in  marks  1.3.  In  buying  goods  in  Germany, 
while  he  would  not  get  his  original  24*  cents,  he,  however,  could  buy 
4  cents'  worth,  or  about  three  and  a  half  times  as  much. 

Senator  Simmons.  Again,  these  gentlemen,  the  appraisers,  who  are 
actually  collecting  the  tariff  taxes  m  New  York,  tola  this  committee, 
as  I  remember,  that  on  the  same  articles  quoted  from  Germany  we 
are  collecting  more  tax  now  than  we  did  before  the  war. 

Mr.  ZoLLER.  A  number  of  general  statements  have  been  made 
that  I  have  read  in  the  record  uiat  notwithstanding 

Senator  Simmons.  These  were  not  general  statements;  these  were 
facts  taken  from  the  official  records  in  the  city  of  New  York  and  were 
verified  by  the  receipts  in  the  Treasury  Department. 

Mr.  ZoLLER.  Senator,  you  can  not  collect  more  duty  at  the  same 
rate  to-day  than  you  dia  in  1914  on  the  same  amount  of  importa- 
tions. That  can  not  be  done  under  the  present  system  so  lar  as 
Germany  is  concerned. 

Senator  Simmons.  It  can  be  done  if  the  importations  are  valued 
as  much  now  or  more  than  they  were  then. 

Mr.  ZoLLER.  They  can  not  be. 

Senator  Simmons.  But  they  were  for  the  purpose  of  imposing 
these  taxes. 

Mr.  ZoLLER.  Then  I  would  have  to  take  issue  with  those  witnesses. 

Senator  Simmons.  I  recommend  that  you  read  the  record  of  the 
hearings  at  which  Mr.  Fix  and  Mr.  Davis  and  De  Vries  spoke. 

Senator  Curtis.  May  not  that  be  explained  by  the  fact  that  the 
evidence  has  shown  that  they  have  two  values  over  there,  one  an 
exporting  value  and  one  a  home  value  ? 

That  would  explain  the  difference  between  what  they  are  getting 
in  Germany  for  their  goods  and  what  we  have  to  pay  for  them. 

Senator  Simmons.  What  we  are  interested  in  in  this  connection 
is  the  valuation  upon  which  duties  are  actuallv  paid,  and  they  said 
that  valuation  in  1921  was  higher  than  it  was  beiore  the  war. 

Senator  McLean.  That  was  on  a  very  few  articles. 

Senator  Watson.  They  did  not  make  that  as  a  sweeping  state- 
ment. 

Senator  Simmons.  I  think  they  said  that  was  the  rule. 

Senator  Smoot.  And  even  for  those  articles  if  thev  wanted  to  cut 
the  price  they  could  do  so  by  selling  the  goods  at  the  home  market 
price,  but  as  long  as  they  can  get  the  price  out  of  America  they  are 

foing  to  try  to  make  America  pay  it.  But  if  the  competition  were 
een  enough  they  would  not  sell  the  goods  at  higher  than  the  home 
market  price;  they  would  sell  them  Tower  if  necessary  in  order  to 
have  the  exportation. 

Senator  Simmons.  I  am  not  making  an  ai^ument.  I  am  simply 
calling  attention  to  that  statement  of  me  officials  of  the  Government. 
I  will  make  the  argument  later. 

Mr.  ZoLLER.  It  seems  to  me  that  an  ad  valorem  duty  imposed  in 
1914  upon  a  foreign  value  at  a  rate  adequate  at  that  time  would  con- 
stitute no  protection  to-day  against  Cxerman  importation.  If  we 
continue  the  levying  of  ad  valorem  duties  upon  loreign  values  we 
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must,  in  order  to  get  adequate  protection  against  German  importa- 
tion, make  the  rates  so  high  as  to  constitute  practically  an  embargo 
against  those  countries  whose  cxirrency  has  not  been  much  depreci- 
ated. 

The  Chairman.  What  are  you  reading  from,  Mr.  ZoUer  ? 

Mr.  ZoLLER.  I  am  reading  from  my  own  brief. 

The  Chairman.  Is  that  printed  and  circulated  ? 

Mr.  ZoLLER.  It  is  printed. 

The  Chairman.  Has  it  been  printed  for  circulation  among  mem- 
bers of  the  committee  ? 

Mr.  ZoLLER.  Yes,  sir. 

The  Chairman.  Can  you  not  leave  copies  with  us  and  let  us  read 
them  ?  Seriously  spealong,  Mr.  Zoller,  if  every  person  takes  as  long 
as  you  threaten  to  take  to-day,  we  will  never  get  through  this  bilK 
What  is  the  purpose — ^you  are  a  lawyer  of  great  experience  and  abil- 
ity— in  reading  to  the  committee  something  that  is  in  print  and  is 
going  to  be  placed  in  their  hands  ? 

Mr.  Zoller.  If  the  chairman  please,  this  is  a  very. important  mat- 
ter.    There  are  only  11  printed  pages. 

The  Chairman.  You  nave  taken  half  an  hour  now. 

Mr.  Zoller.  That  is  because  of  the  interruptions. 

The  Chairman.  You  have  been  interrupted,  I  know.  You  are  as 
much  interested  as  we  are  in  expediting  thi^  work.  It  is  bad  enough 
to  listen  to  extemporaneous  statements  from  the  principal  himself 
who  is  making  the  product,  but  when  it  comes  to  havmg  an  attorney — 
he  may  be  a  Damel  Webster — ^reading  a  printed  brief  that  is  to  be 
placed  in  the  hands  of  the  committee,  it  is  a  matter  that  has  to  have 
a  pretty  good  reason  advanced  for  it. 

Mr.  2oller.  All  right;  I  would  just  as  soon  speak  extempora- 
neously. 

The  Chairman.  I  know  you  can  speak  either  way  very  effectively. 

Mr.  Zoller.  I  was  doing  that  to  make  it  briefer;  that  is  all. 

The  Chairman.  Can  you  not  leave  your  brief  with  the  committee 
and  let  it  go  at  that  ?  I  want  to  hear  your  views,  and  I  shall  read 
your  brief  very  carefully. 

Mr.  Zoller.  Then  I  shall  proceed,  if  you  wish,  extemporaneously. 

The  Chairman.  Proceed  in  either  way  you  desire,  and  make  it 
brief,  and  we  will  read  your  article  also.  I  have  known  vou  favorably 
for  many  years,  Mr.  Zoller,  and  I  do  not  want  to  exhibit  any  suspi- 
cion of  curtailment,  but  please  bear  in  mind  the  troubles"  of  tne 
committee. 

Mr.  Zoller.  I  shall  endeavor  to  do  that,  Mr.  Chairman.  I  have 
endeavored  in  this  presentation  to  weigh  before  the  committee  the 
advantages  and  disadvantages,  and  I  wanted  to  present  that  in  my 
own  way  if  I  could,  not  that  I  am  advancing  entirely  original  ideas, 
because  not  many  ideas  to-day  are  original  anyhow,  but  I  think  I 
am  presenting  the  matter  in  another  way  that  might  be  of  some  serv- 
ice to  the  committee. 

Senator  Smoot.  Can  you  tell  me  why  this  organization  was  formed  ? 

Mr.  2k>LLER.  It  was  formed  because  they  believed  in  protection  to 
American  industry  and  that  the  American-valuation  plan  was  the 
only  practical  way  to  bring  it  about.  They  wanted  to  make  a  careful 
study  of  it  and  understand  it  and  get  it  adopted  if  they  could. 
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I  have  tried  to  be  brief,  and  our  conclusion  is  that  wliile  there  are 
disadvantages,  we  think  that  the  advantages  far  outweigh  the  dis- 
advantages, and  we  beUeve  with  the  Secretarv  of  Commerce  that  if  we 
are  going  to  get  adeauate  protection  without  having  prohibitive  duties 
agamst  countries  otner  than  Germany,  the  American-valuation  plan 
is  the  only  alternative. 

BRIEF  OF  J.  F.  ZOLLER,  REFRESENTIRO  AMERIOAIT  VALXTATIOlir  ASSOCIATION. 

Mr.  Chainnan  and  gentlemen  of  the  committee,  I  represent  the  American  Valua- 
tion Association.  This  a^ociation  is  composed  of  manufacturers  or  manufacturing 
associations.  I  have  a  list  of  the  membership  to  date,  which  I  will  file  if  the  com- 
mittee so  desires. 

We  come  here  to  say  to  this  committee,  not  only  that  we  are  in  favor  of  the  American - 
valuation  plan,  but  that  we  feel  there  is  little  hope,  under  present  conditions,  of 
industry  securing  adequate  protection  asrainst  all  foreign  countries  unless  the  plan 
is  adopted.  In  other  words,  we  agree  wiUi  Secretary  Hoover  *'that  with  the  unstable 
currency  and  exchange  situation  that  we  have  in  a  large  part  of  Europe  to-day  there 
is  practically  no  other  alternative." 

DEPRECIATION   OF  FOREIGN   CURRENCY. 

In  studying  this  matter  we  have  prepared  some  figures  showing  the  value  of  cur- 
rency of  Great  Britain,  France,  Germany,  and  Japan  both  before  the  World  War 
and  at  present.    The  table  comprising  these  figures  is  herewith  submitted: 


Country. 


Great  Britain 

France 

Germany 

Japan 


Money  unit. 


Pound  sterling 

Franc 

Mark 

Yen 


Value  in 

United 

States 

money, 

July  1, 1914. 


$4.88 

.194 
.238 
.501 


Value  in 

United 

States 

money, 

July  1, 1921. 


S3. 73 
.08 
.013 
.481 


It  shows  among  other  things  that  on  Julv  1,  1914,  the  German  mark  was  worth 
in  United  States  money  $0,238,  but  on  July  1,  1921,  the  same  German  mark  was 
worth  in  United  States  money  only  $0,013;  that  in  1914  an  ad  valorem  duty  of  33| 
per  cent  imposed  upon  the  foreign  value  of  a  German  article  costing  150  marks  would 
amount  to  $11.90,  but  to-day,  due  to  depreciation  of  the  German  mark,  the  duty  at 
the  same  rate  would  amount  to  much  less  than  that. 

In  1914  skilled  laborers  in  Germany  received  about  8.7  marks  per  day,  equivalent 
at  that  time  to  about  $2.09.  In  January,  1920  (I  have  not  the  figures  for  1921)  such 
skilled  laborers  received  the  equivalent  of  73  cents  per  day,  which  amount  ii  con- 
verted into  marks  at  the  rate  of  exchange  prevailing  on  July  1,  1921,  would  mean 
about  56  marks  per  day.  Other  things  being  equal,  it  follows  that  an  article  costing 
150  marks  in  1914  would  cost  about  7  times  that  amount,  or  1,050  marks,  in  1921. 
One  thousand  and  fifty  marks  in  1921  would  be  quivalent  to  about  $13.65.  An  ad 
valorem  dutv  on  this  amount  at  33 J^  per  cent  would  amount  to  only  $4.55  as  against 
$11.90,  the  duty  that  would  be  collected  at  the  same  rate  in  1914.  But  there  is  an- 
other important  factor  in  the  situation.  Wages  in  Germany,  measured  in  terms  of 
United  States  money,  h^ve  gone  down  materially  since  1914.  In  1914  skilled 
laborers  in  Germany  received  the  equivalent  of  $2.09  per  day.  In  January,  1920, 
they  received  the  equivalent  of  only  about  73  cents  per  day,  notwithstanding  the 
fact  that  they  received  a  much  greater  number  of  marks  per  day.  In  the  United 
States,  on  the  other  hand,  wages  have  materially  advanced  during  the  same  period. 
This  is  shown  by  the  following  table: 


Employment. 


Bricklayers per  day.. 

Laborers do 

Carpenters do 

Painters do..., 

Plasterers do. . . , 


1914 


1920 


$5.59 

19.60 

2.50 

5.58 

4.33 

&37 

4.16 

8.33 

5.44 

9.22 

NoTK.^The  figures  tLsed  herein  as  regards  wages  here  and  in  Germany  are  taken  from  pages  9, 22,  and 
74  of  bulletin  entitled  "  W^es,"  prepared  for  Ways  and  Means  Committee  of  the  House,  dated  1921. 
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The  ad  valorem  duty,  therefore,  instead  of  being  made  less  than  it  was  in  1914, 
as  it  certainly  would  be  if  imposed  upon  the  foreign  value  to-day  at  any  reasonable 
rate,  should  be  made  more  because  of  the  difference  in  labor  costs  between  this 
country  and  Germany  to-day  as  compared  with  1914. 

FOREIGN   VALUE — ^BMBARQO. 

From  the  foregoing  it  seems  obvious  that  an  ad  valorem  .duty  imposed  in  1914 
upon  forei^  value  at  a  rate  entirely  adequate  at  that  time  would  constitute  practically 
no  protection  at  all  to-day  against  German  importations. 

If  we  continue  the  levying  of  ad  valorem  auties  upon  foreign  value,  we  must,  in 
order  to  get  adequate  protection  against  German  importations,  make  the  rate  so  high 
aa  to  constitute  practically  an  einoargo  against  those  countries  whose  currency  has 
not  been  much  depreciated.  In  any  e\^nt  protection  against  Germany  to-day  under 
our  present  s^rstem  probably  means  a  prohibitive  duty  against  many  of  the  other 
foreign  countries. 

AMBRIGAN-VALUATION    PLAN. 

If  we  can  not  impose  ad  valorem  duties  to-day  as  a  practical  matter  upon  foreign 
value  and  must  impose  ad  valorem  duties,  then  it  would  seem  that  the  only  alterna- 
tive is  to  impose  such  duties  upon  the  American  value  instead  of  the  foreign  value. 

ADVANTAGES  OF  THE  AMERICAN-VALUATION    PLAN. 

The  American  valuation  plan  has  the  following  advantages: 

1.  If  our  ad  valorem  rates  are  applied  upon  the  American  value  the  duty  will  not 
fluctuate  because  of  the  fluctuation  of  foreign  currency.  This  is  very  important, 
because  if  we  should  impose  to-da^r  an  adequate  ad  valorem  duty  based  upon  foreign 
value,  such  duty  automaticalljr  might  become  inadequate,  due  to  further  deprecia- 
tion in  the  foreign  currency,  or  it  automatically  might  oecome  prohibitive  should  the 
foreign  currency  recover. 

2.  The  American-valuation  plan  would  result  in  two  distinct  advantages  to  the 
American  consumer,  which  advantages  could  not  be  attained  if  our  ad  valorem  duties 
were  imposed  upon  foreign  value. 

(a)  It  is  a  means  of  securing  more  revenue  from  those  countries  whose  costs  of 
proauction  are  low  than  would  be  secured  if  the  duty  were  imposed  upon  foreign 
value.  Under  the  American-valuation  plan,  an  article  imported  from  China,  lor 
example,  would  be  subjected  to  the  same  duty  as  a  similar  article  coining  from  Eng- 
land, whose  costs  of  production  are  much  hieher.  This  securing  of  additional  revenue 
from  China  and  other  countries  whose  production  costs  are  low,  is  secured  without 
imposing  a  corresponding  burden  upon  the  American  consumer.  The  sale  of  the 
article  crom  England  in  this  case  establishes  theprice  to  the  American  consumer. 
Imposing  more  duty  upon  a  similar  article  from  China  does  not  increase  that  price, 
but  it  does  reduce  the  profit  of  the  Chinese  merchant  and  makes  it  more  comparable 
to  the  profit  of  the  English  merchant.  Any  tax  law  that  equitably  produces  more 
revenue  without  imposing  a  corresponding  burden  upon  the  consumer  is  almost  an 
ideal  tax  law. '  The  American-valuation  plan,  therefore,  is  of  material  benefit  to  the 
consumer  from  this  standpoint. 

(6)  The  American- valuation  plan  tends  to  lower  retail  prices.  At  this  time  I  think 
we  will  all  agree  that  retail  prices  are  hi^h  compared  with  wholesale  prices,  the  prices  of 
manufacturers  and  prices  of  raw  materials.  Bv  imposing  otu*  ad  valorem  duties  upon 
the  American  wholesale  value  we  educate  the  Amencan  people  as  to  wholesale  values. 
If  the  people  know  the  wholesale  value  they  will  have  some  conception  of  what  the 
retail  price  ought  to  be.  This  will  have  a  tendency  to  adjust  retail  prices  to  the 
beneflt  of  the  American  consumer. 

3.  This  plan  will  make  it  possible  to  treat  all  foreign  countries  alike  bv  imposing 
^e  same  duty  upon  the  same  article  regardless  of  the  country  from  whic^  it  com  es. 
As  it  is  now  we  discriminate  against  those  countries  having  the  higher  production 
costsin  favor  of  those  coimtries  naving  the  lower  production  (*08tfl,  so  that  to-day  we 
discourage  the  establishment  or  maintenance  of  better  living  conditions  abroad. 

4.  American  valuation  will  prevent,  to  a  very  great  extent,  undervaluation  and 
make  it  possible  for  the  Government  to  collect  substantially  all  the  duty  prescribed 
by  law.  There  has  been  much  controversy  in  regard  to  the  extent  of  this  undervalua- 
tion. In  this  connection,  I  ask  permission  to  quote  briefly  from  a  book  entitled 
' '  Tariff  at  Work , ' '  written  by  an  English  economist  by  the  name  of  Higinson .    He  says : 

"No  importation  of  any  merchandise  exceeding  $100  in  value  is  admitted  to  entry 
without  the  production  of  a  dnly  certified  invoice.    Such  invoices  must,  before  ship- 
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ment  of  the  goods,  have  been  produced  to  the  consular  officer  of  the  United  States 
in  the  country  from  which  the  goods  were  Gripped  and  indorsed  witii  the  declaration 
of  the  producer,  manufacturer,  owner,  or  agent,  setting  forth  that  the  invoice  is  in  all 
respects  correct  and  true  and  givine  the  precise  details  as  to  the  terms  under  which 
the  goods  are  supplied  and  shippea.  On  arrival  of  the  goods  in  the  United  States 
the  declaration  attached  to  the  invoice  must  be  made  by  the  consignee,  importer,  or 
agent,  or  in  certain  cases  by  the  manufacturers  or  owner.  It  will  be  seen  that  the 
regulations  are  so  framed  as  to  close  every  loophole  of  escape  from  the  correct  entry 
of  the  ^oods,  yet  on  the  part  of  those  whose  judgment  is  so  valuable,  a  pronounced 
pessimism  is  prevalent  as  to  the  real  effect  of  this  safeguard.  There  is  some  suspicion 
that  many  of  the  invoices  are  either  willfully  fraudulent,  or  are  posted  by  partaiers  or 
clerks  not  sufficiently  acquainted  with  the  valuation  of  the  goods.  It  is  alleged  indeed 
that  many  manufacturing  firms  and  mercantile  houses  in  Europe  have  junior  partners 
who  are  purposely  kept  ignorant  of  the  real  facts  witii  regard  to  the  goods  exported  to 
the  United  States,  so  that  they  may  testify  on  the  invoices  to  tiie  best  of  their  knowl- 
edge and  belief. 

"With  reference  to  the  consular  check  on  the  invoice,  it  is  regarded  by  high  officials 
as  a  mere  nominal  one,  in  which  the  consul  himself  is  deeply  interested  from  the  point 
of  view  of  his  own  fee,  making  it  of  little  or  no  value  from  the  revenue  standpoint." 

Whenever  an  ad  valorem  tax  is  imposed  upon  the  value  of  property,  whetlier  it  be 
a  duty  or  some  other  tax,  there  is  alwvyB  a  tendency  toward  undervaluation.  This  is 
evidenced  time  and  again  in  the  imposition  of  ad  valorem  taxes  upon  property  by  the 
different  States.  As  a  result  of  this  tendency  toward  undervaluation  many  States 
have  practically  abandoned  any  attempt  to  impose  ad  valorem  taxes  upon  property 
other  than  real  estate.  This  under^nduation  can  only  be  prevented  by  the  assessing 
officer  having  absolute  knowled^  as  to  values.  It  seems  obvious  without  argument 
that  an  assessing  officer  or  appraiser  of  this  country  could  be  expected  to  have  a  better 
knowledge  of  values  in  this  country  where  he  resides  than  he  could  of  values  in  a 
country  where  he  had  never  been.  It  also  seems  obvious  that  he  would  have  better 
and  «urer  means  of  securing  that  knowledge  here  than  he  would  abroad.  We  must 
remember  in  this  connection  that  the  people  here  are  in  sympathy  with  the  enforce- 
ment of  our  laws;  that  we  have  jurisdiction  to  compel  our  own  people  to  give  testimony 
and  furnish  evidence  needed  for  the  enforcement  of  our  laws.  Abroad,  on  the  other 
hand,  the  people  are  not  necessarily  in  sympathy  with  tiie  enforcement  of  our  laws, 
especially  our  tariff  laws,  because  such  enforcement  is  detrimental  to  their  interests. 
It  would  be  to  their  advantage  if  our  tariff  laws  broke  down  and  were  not  enforced  at 
all.  More  than  this,  we  have  no  jurisdiction  to  compel  these  forei^  peaplea  to  give 
testimony  and  furnish  evidence  to  enable  us  to  enforce  our  laws  agunat  tnem. 

5.  Lastly,  the  American- valuation  plan  would  make  it  unnecessary  for  this  Govern- 
ment to  cairv  on  foreign  inc^uisitions  m  an  attempt  to  secure  foreigii  values,  inquirii^ 
abroad  into  theprivate  affairs  of  citizens  of  foreign  countries,  much  to  their  oiflgust  and 
displeasure.  Foreign  countries  resent  these  inquisitions  and  they  have  resulted  in 
the  past  in  no  small  amount  of  irritation  upon  the  part  of  countries  otherwise  friendly 
toward  us. 

DISADVANTAGES   URGED. 

The  foregoing  are  some  of  the  advantages  of  the  American-valuation  plan  over  the 
foreien- valuation  plan.  We  now  desire  to  consider  with  you  some  of  the  disad vantages 
that  nave  been  urged  against  American  valuation. 

1.  It  has  been  contended,  or  at  least  intimated,  by  many  people  in  the  press  and 
elsewhere  that  the  American-valuation  plan  necessarily  results  in  imposing  more  duty 
upon  imported  articles  than  would  be  the  case  if  the  duty  were  imposed  upon  foreign 
value.  Some  of  the  critics  of  the  schedules  in  the  pending  bill  have  stated  that  tne 
duty  has  been  increased  merely  on  account  of  the  substitution  of  American  value  for 
foreign  value.  This  reasoning  is  fallacious  and  misleading  so  far  as  the  unsophisticated 
are  concerned.  These  critics  should  address  themselves  to  the  rates  and  not  to  the 
base  upon  which  these  rates  are  applied  and  be  made  to  understand  that  the  same  duty 
could  oe  imposed  upon  the  foreign  value  provided  that  could  be  ascertained  with  any 
degree  of  certainty  under  present  condLtions.  And  in  order  that  the  public  may  not 
be  misled,  it  should  be  clearly  stated  that  American  valuation  in  itself  does  not  mean 
more  duty  or  less  duty  than  we  had  before. 

2.  It  has  been  suggested  that  the  American  value  would  be  difficult  to  determine. 
It  is  our  view  that  this  value  would  not  be  so  difficult  to  determine  as  the  true  for- 
eign value  if  we  actually  got  the  true  foreign  value  in  all  cases.  If  it  costs  more  to 
aominister  our  tariff  law  under  the  American-valuation  plan  than  it  does  under  the 
present  make-shift  plan  which  does  not  secure  the  true  foreign  value,  it  is  our  opinion 
that  the  proposed  substitute  will  be  worth  much  more  to  this  country  than  it  can 
possibly  cost  to  administer  it. 
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One  Government  expert,  if  we  understand  his  testimony  correctly,  alter  empha- 
sizing the  difficulties  in  putting  this  plan  in  force,  suggested  as  a  substitute  for  it, 
a  fictitious  foreign  value.  This  fictitious  foreign  value  was  to  be  determined  by 
making  certain  deductions,  some  arbitrary  and  some  not,  from  this  same  identical 
American  value.  This  suggestion  would  seem  to  be  an  admission  upon  the  part  of 
this  Government  expert  that  the  American  value  could  be  obtained  at  least  for  the 
purpose  of  determining  his  suggested  fictitious  foreign  value.  If  it  could  be  obtained 
lor  that  purpose,  it  certainly  could  be  obtained  for  the  purposes  of  the  pending  bill. 
Therefore,  we  do*  not  look  upon  this  witness  as  one  who  believes  it  impracticaole  to 
attempt  to  ascertain  the  American  value.  It  is  our  view  that  if  this  bill  be  enacted 
into  law  our  Government  officials  witibout  great  difficulty  will  be  able  to  adjust  them- 
selves to  the  changed  conditions  and  will  soon  become  much  more  familiar  with 
American  ^'alue8  than  they  have  ever  been  with  true  foreign  values. 

3.  It  has  been  urged  that  if  the  ad  valorem  rates  be  applied  upon  the  American 
value,  the  importer  will  be  unable  to  determine  with  certainty  in  advance  of  pay- 
ment of  the  duty  tlie  amount  thereof.  Is  it  not  a  fact  that  any  experienced  business 
man,  be  he  a  manufacturer  or  a  wholesaler,  knows  at  least  two  things  to  almost  a 
certainty,  namely:  (a)  The  cost  of  his  product,  and  (b)  the  selling  price?  He  would 
not  remain  in  business  long  if  he  did  not  know  tiiese  tnings.  If  we  impose  this  duty 
upon  foreign  vidue  to<lay  there  is  bound  to  be  grave  uncertainty  as  to  the  amount 
of  protection  afforded  American  industrv.  So  if  we  admit  that  there  might  be  some 
uncertainty  as  to  the  exact  amount  of  duty  collectable  in  isolated  cases,  we  submit 
that  that  uncertaint>'  is  n^ligible  as  compared  to  the  uncertainty  that  wbuld  result 
if  these  duties  are  not  imposea  upon  a  permanent  and  substantial  base. 

4.  Lastly,  it  has  been  ursed^that  the  American- valuation  plan  would  result  in  ^r- 
mitting  the  American  producer  to  increase  the  duty  against  his  foreign  competitor 
by  increasing  the  wholesale  selling  price  here.  This  proposition  has  been  stated 
another  way  by  saying  that  this  plan  would  permit  the  American  producer  instead 
of  Congress  to  write  the  taritf  rates.  This  we  think  a  novel  objection.  No  one  ever 
sunested,  to  our  knowledge,  as  an  objection  that  under  our  present  law  the  foreigner 
mi^t  reduce  the  duty  against  his  American  competitor  by  reducing  the  price  upon 
w^ch  the  duty  was  assessed,  and  therefore  the  foreigner  instead  of  Congress  actually 
writes  the  rates  in  the  tariff  bill.  And  yet  the  foreigner  is  in  a  much  better  position 
to  write  the  rates  (if  that  is  what  it  amounts  to)  under  the  present  law,  than  the  Amer- 
ican producer  would  ever  be  under  the  American- valuation  plan.  If  the  foreigner 
can  in  any  way,  under  our  present  law,  justify  a  lower  valuation,  or  if  he  can  ^t  the 
duty  imposed  upon  a  lower  valuation  without  justification,  the  result  is  directly 
beneficial  to  the  loreign  importer,  because  it  reduces  his  duty  and  increases  his  profit. 
If  the  American  prooucer,  on  the  other  hand,  attempts  to  raise  the  duty  hy  increas- 
ing the  selling  price,  thereby  writing  the  rates  of  duty  in  the  law  (if  that  is  what  it 
amounts  to)  under  the  American-valuation  plan,  the  result  is  directly  disadvanta- 
geous to  the  American  producer,  because  the  rate  of  duty  being  always  less  than  100 
per  cent,  he,  by  lus  own  act,  puts  himself  in  a  position  to  be  at  once  undersold  by  his 
loreign  competitor. 

We  have  endeavored  to  weigh  before  you  the  advantages  and  disadvantages  of  the 
American  valuation  plan.  We  believe  that  there  must  be  disadvantages,  because 
there  always  are,  but  it  is  our  sincere  belief  that  the  advantages  far  outweigh  the 
disadvantages.  If  we  are  to  have  adequate  protection  for  our  industries  and  are  to 
be  put  in  a  position  in  this  country  to  maintain  the  usual  standards  of  living  for  our 
American  workers,  without  the  imposition  of  prohibitive  duties  against  some  coun- 
tries other  than  Germany,  it  seems  to  us,  as  it  does  to  the  honorable  Secretary  of 
Commerce,  that  the  American  valuation  plan  is  the  only  alternative. 

The  Chaibman.  The  committee  will  now  hear  Mr.  Charles  A. 
Bihler,  of  New  Yorjt,  representing  the  Allied  Lace  and  Embroidery 
Manufacturers'  Association. 

STATEMENT  OF  CHABLES  A.  BIHLEB,  BEPBESENTINa  THE  ALLIED 
LACE  AND  EKBBOIDEBY  MANTJFACTTTBEB8'  ASSOOLITION  OF 
NEW  YOBK. 

The  Chaibman.  Where  do  you  reside,  Mr.  Bihler  ? 

Mr.  Bihler.  I  reside  in  New  York  Citj,  51  Manhattan  Avenue. 

The  Chairman.  What  is  your  occupation  ? 

Mr.  Bihler.  I  am  a  manufacturer  of  laces  and  embroideries. 

The  Chairman.  Where  is  your  manufacturing  concern  ? 
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Mr.  BiHLER.  In  West  New  York,  New  Jersey. 

The  Chairman.  Are  you  an  importer  also  ? 

Mr.  BiHLER.  I  am  not  an  importer;  no,  sir. 

The  Chairman.  Will  you  proceed  now  ? 

Mr.  BiHLER.  I  also  represent  the  Allied  Lace  and  Embroidery 
Manufacturers'  Association  of  New  York,  the  United  States  Lace  and 
Embroidery  Manufacturers'  Association  of  West  New  York,  N. 
J.,  and  I  nave  also  been  authorized  to  address  my  remarks  to  the 
committee  on  behalf  of  the  Millinery  Braid  Manufacturers'  Associa- 
tion, the  National  Knitted  Outerwear  Association,  and  the  Braid 
Manufacturers'  Association  of  the  United  States,  although  I  am  not  a 
member  of  the  last  three  associations. 

Senator  Walsh.  I  think  it  would  be  well,  Mr.  Chairman,  for  wit- 
nesses who  deal  with  several  items  in  the  schedule  to  immediately 
call  our  attention  to  the  section  in  the  House  bill  which  they  are 
discussing. 

Senator  Watson.  Thev  are  discussing  the  American  valuation  only. 

Mr.  BiHLER.  I  particularly  refer  in  my  remarks  to  the  commodity 
that  I  manufacture.  We  urge  the  adoption  of  the  American  valua- 
tion because  in  the  central  European  counti^^es  we  have  such  chaotic 
condition  in  exchange  rates  that  we  believe  we  can  not  overcome  them 
in  any  other  way. 

We  find  that  to-day — and  I  will  substantiate  my  statement  by  sub- 
mitting samples  afterwards — the  prices  in  Germany  on  the  commod- 
ities that  I  personally  manufi^cture,  are  on  the  average  about  30  per 
cent  lower,  measured  in  dollars,  not  in  marks,  than  they  were  p»e- 
vious  to  the  war.  The  labor  costs  over  there  in  our  particular  line 
are  about  five  to  six  times  as  much  in  marks  as  they  were  before  the 
war,  but  the  value  of  the  mark  is  so  low  to-day  that  we  are  absolutely 
unable  to  compete,  and  I  do  not  believe  any  such  rate  could  be  ascer- 
tained that  would  protect  us  or  give  us  a  chance  to  manufacture 
against  the  German  or  any  of  the  central  European  countries  that 
have  low  exchange  rates,  without  cutting  out  other  coimtries  that 
have  not  such  a  depreciated  currency. 

Senator  Watson.  Are  those  articles  being  imported  from  Germany 
now? 

Mr.  BiHLER.  They  are. 

Senator  Watson.  Are  vour  factories  closed  ? 

Mr.  BiHLER.  We  are  about  15  per  cent  busy.  That  is  about  the 
average  running  force  of  the  factories  of  this  country  in  my  com- 
modity. 

Senator  Watson.  Do  you  attribute  that  to  imports  from  Germany 
or  to  the  general  industrial  condition  in  the  United  States  ? 

Mr.  BiHLER.  I  attribute  it  to  both  but  largely  to  the  low  prices  of 
goods  from  Germany. 

The  Chairman.  Do  the  factories  that  are  open  run  overtime  ? 

Mr.  BiHLER.  No,  sir. 

The  Chair^lan.  What  percentage  of  their  capacity  are  they  run- 
ning? 

Mr.  BiHLER.  I  hardly  think  they  exceed  20  per  cent. 

The  Chairman.  Have  wages  been  reduced  ? 

Mr.  BiHLER.  In  this  country  ? 

The  Chairman.  Yes. 
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Mr.  BiHLER.  N©t  very  much.    We  have  not  been  able  to  reduce 
;es  very  much  inasmuch  as  rent  conditions  are  not  going  down, 
lator  McLean.  Do  they  not  work  a  certain  number  of  days  in  a 
week,  and  does  not  that  result  in  a  reduction  of  wages  ? 

Mr.  BiHLER.  It  does  in  a  measure,  but  we  pay  proportionately 
more  per  hour  than  we  did  before. 

Senator  McLean.  But  you  attain  your  object  by  running  a  few 
davs  in  a  week  1 

Mr.  BiHLER.  Yes,  sir;  somewhat.  That  does  not,  however,  reduce 
our  cost. 

Senator  McLean.  It  is  a  reduction  to  the  employee  ? 

Senator  Smoot.  But  not  a  reduction  in  the  value  of  the  goods. 

Mr.  BiHLER.  It  does  not  reduce  our  cost.  Our  overhead  charges 
remain  the  same.     The  cost  of  labor  is  a  little  reduced. 

Senator  McCumber.  If  your  overhead  charges  are  the  same  and 
your  labor  is  the  same  per  nour,  then,  as  a  matter  of  fact,  it  must  cost 
you  more  on  the  quantity  you  produce  than  you  paid  before. 

Mr.  BiHLER.  Yes;  on  the  smaller  production  it  costs  us  more. 

The  Chairman.  Is  there  any  considerable  amount  of  importation 
of  these  fabrics  into  this  country  now  ? 

Mr.  Bihler.  Yes;  I  have  seen  reports  in  trade  papers  that  tre- 
mendous orders  are  being  placed  in  Plauen,  Germany. 

The  Chairman.  But  they  have  not  got  here  yet  ?  You  just  heard 
that  orders  are  being  placed  ? 

Mr.  Bihler.  I  know  they  have  been  placed. 

The  Chairman.  But  there  have  not  been  any  importations  ? 

Mr.  Bihler.  Yes;  from  Germany  principally. 

Senator  La  Follette.  How  long  have  tney  been  coming  in. 

Mr.  Bihler.  They  have  been  coming  in  for  a  year  and  a  half  now, 
but  now  they  appear  to  come  in  in  such  a  measure  that  we  will  not 
be  able  to  sell  against  them. 

Senator  Watson.  What  is  the  present  tariff  on  those  fabrics  ? 

Mr.  Bihler.  Sixty  per  cent  and  the  proposed  rate  in  the  House 
bill  to-day  is  37^  per  cent.  On  what  tney  term  burned  out  laces, 
they  made  a  rate  ot  45  per  cent.  Forty-five  per  cent  figured  back  on 
the  American  valuation  is  about  82  and  a  fraction. 

Senator  Watson.  That  is  to  say,  if  you  did  not  have  American 
valuation  in  order  to  protect  your  product,  it  would  require  82^  per 
cent  ? 

Mr.  Bihler.  It  would  make  that  rate  about  82^.  If  you  consider 
that  the  importer  probably  adds  25  per  cent  for  overhead  cost,  it 
would  bring  it  up  to  about  93  per  cent,  but  if  you  consider  that  the 
Gepnan  commoaity  sells  on  the  average  about  30  per  cent  cheaper 
now  than  before  the  war — I  am  speaking  of  averages  and  not  excep- 
tions as  have  been  submitted  to  tnis  committee  by  some  representa- 
tives of  importers. 

Senator  oimmons.  In  fixing  the  rate  on  your  goods  we  do  not  have 
to  go  by  averages.  It  seems  to  me  we  have  to  go  by  the  facts  in  those 
specific  cases.  We  are  not  fixing  an  average  duty;  we  are  fixing  a 
specific  dutv  upon  specific  articles.  You  are  here  asking  us  to  fix 
a  specific  duty  upon  your  articles.  We  want  to  know  the  facts 
about  the  articles.  I  want  to  ask  you  this:  To  your  knowledge  have 
any  of  the  articles  that  you  produce  and  sell  been  recently  imported 
into  this  country  and  sold  in  competition? 
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Mr.  BiHLER.  Yes,  sir. 

Senator  Simmons.  Do  you  know  what  those  articles  were  invoiced 
at  and  upon  what  value  they  paid  duty  ? 

Mr.  BiHLER.  I  do.  I  meant  to  reserve  those  for  the  argument  on 
the  tariff  later. 

Senator  Simmons.  That  is  a  matter  which  is  worth  something  to 
us.  If  you  can  give  us  those  facts  we  would  like  to  have  them. 
What  quantity  of  those  things  that  you  produce  have  been  imported 
by  Germany  withm  a  giventime,  in  recent  months,  and  what  was  the 
invoice  price  upon  which  they  paid  duty  at  the  customhouse  in  this 
country,  if  you  can  give  us  those  facts  ? 

Mr.  BiHLEB.  I  can  not  submit  it  to  you  to-day,  as  I  meant  to  reserve 
it  for  the  argument  on  the  proper  paragraph  of  the  bill.     If  you  wish 
I  me  to  I  will  submit  it  with  a  brief. 

Senator  Simmons.  I  think  it  would  be  well  to  submit  it. 

Mr.  BiHLER.  I  will.  Senator. 

The  Chairman.  He  is  only  discussing  valuation,  to-day,  Senator 
Simmons.  He  wants  to  reserve  these  other  arguments  when  he 
addresses  the  committee  on  the  duty. 

Senator  Simmons.  That  is  what  I  am  talking  about;  the  valuation 
I  of  these  goods  to-day  at  the  customhouse  in  this  country. 

j  Mr.  BiHLER.  In  comparison  with  the  prewar  conditions  ? 

Senator  Simmons.  I  do  not  care  anything  about  comparisons. 
I  Mr.  BiHLER.  You  mean  the  home  selling  costs,  or  costs  of  produc- 

tion? 

Senator  Simmons.  No;  I  want  to  know  what  is  the  invoice  price 
of  the  goods  that  you  manufacture  when  you  have  imported  goods 
into  this  country  from  Germany  in  recent  months. 

Mr.  BiHLER.  Yes,  sir.  I  have  here  a  few  instances  where  you  can 
see  the  difference  between  the  .present  time  and  the  prewar  time. 

Senator  Simmons.  I  can  not  look  at  it  now.  I  am  really  too  ill 
this  morning  to  be  asking  questions.  I  am  suffering  from  a  bad 
cold. 

Mr.  BiHLER.  These  are  the  principal  reasons  why  we  are  asking 
for  American  valuation,  and  particularly  because  tne  German  price 
is  not  really  a  true  selling  price.  They  are  subsidizing  the  industries 
and  labor  over  there  through  selling  food  products  at  less  than  what 
they  buy  them  for,  through  their  Government.  They  are  collect- 
ing less  in  freight  rates  than  what  it  cost  them  to  transport  com- 
modities, and  tne  Government  is  footing  the  bill.  So  that  the  true 
value  of  those  commodities  would  be  entirely  different  from  what 
is  now  given;  and  you  can  not,  by  basing  a  duty  upon  the  foreign 
value,  arrive  at  a  correct  collection  of  your  duty  as  you  mean  t  to 
impose  it  in  your  law. 

Another  thing  I  want  to  state  here  is  that  we  have  in  our  line  in 
particular  (embroidery)  for  the  past  20  or  more  years  been 
allowing  the  importer,  who  is  almost  invariably  a  manufacturer  in 
foreign  countries,  particularly  in  Switzerland,  to  bring  his  goods  in 
here  on  a  consignment  basis,  the  price  of  which  to  us  is  ouilt  up  upon 
a  promulgated  cost  of  production,  which  was  calculated  or  prescribed 
by  a  special  Treasury  agent,  mostly  of  foreign  birth.  It  is  admitted 
that  these  importation  values  were,  as  a  rule,  from  10  all  the  way  to 
40  per  cent  below  selling  value  at  which  they  were  willing  to  sell  those 
goods  over  in  Switzerland. 
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I  have  seen  some  figures  submitted  to  this  committee  by  some 
customhouse  expert  or  employee  stating  that  the  prices  on  cotton 
embroideries  manufacutred  in  America  and  sold  m  America  and 
similar  goods  or  like  goods  imported  from  Europe  were  almost  alike. 
I  do  not  know  where  ne  got  his  information,  but  I  know,  as  a  matter 
of  fact,  that  when  you  come  to  embroideries,  the  domestic  product 
is  in  spite  of  a  60  per  cent  rate,  being  sold  to  the  consumer  at  an 
average  of  30  to  40  per  cent  based  upon  the  foreign  valuation. 

That  means,  in  other  words,  that  the  foreign  manufacturer  would 
have  to  have  a  rate  of  between  30  and  40  per  cent  in  order  to  compete 
with  the  American  manufacturer  on  that  class  of  embroideries. 

And  here  is  one  particular  instance  where  the  American  valuation 
reduces  the  price  to  the  consumer.  Of  course,  you  do  cut  down  the 
exorbitant  and  excessive  profits  that  the  importers  to-day  are  col- 
lecting on  these  commodities. 

Another  reason  for  asking  the  American  valuation  is  the  tremen- 
dous difference  in  the  labor  cost  that  we  have  here  as  against  the  cost 
abroad.  For  instance,  if  you  take  the  expert  or  skifled  worker  in 
Germany  who,  before  the  war,  got  45  marks  a  week,  to-day  he  is 
getting  from  200  to  220  marks  a  week.  That  is  about  five  times 
prewar  price.  You  figure  the  220  marks  at  1.3  cents  and  you  have 
$2.86. 

The  same  labor  costs  us  S45  in  this  coimtry,  and  our  time  is  eight 
hours  a  day,  and  over  there  thej  are  very  often,  or  in  many  instances, 
working  10  hours  a  day.  So  it  goes  aU  the  way  down  the  scale  of 
the  help  necessary  to  produce  this  article. 

I  will  later  on,  as  Senator  Simmons  suggested,  submit  these  figures 
with  my  brief. 

Senator  Simmons.  WiU  you  do  this  in  addition  to  that?  I  assume 
that  there  are  some  other  countries  exporting  the  same  thing  to  this 
country.  What  other  country  or  countries?  Does  Great  Britain 
export  any  of  that  product  here  ? 

Mr.  BiHLEB.  I  am  particularly  addressing  myself  to  the  committee 
OQ  behalf  of  the  commodity  which  we  manufacture;  that  is,  embroid- 
ery and  embroidered  lace. 

Senator  Simmons.  Do  we  import  that  from  anywhere  except 
Germany  ? 

Mr.  BiHLEB.  We  do  import  it  from  Switzerland  as  well,  but  we  have 
never  received  any  more  than  about  25  per  cent  of  embroidered  lace 
from  Switzerland. 

Senator  Simmons.  You  do  not  import  any  from  Great  Britain  ? 

Mr.  BiHLER.  Practically  none. 

Senator  Simmons.  When  you  furnish  the  statement  that  I  asked 
you  about  a  little  while  ago  will  you  not  also  ascertain  what  this 
embroidery  that  you  make  is  invoiced  at  when  it  comes  from  Switzer- 
land? 

Mr.  BiHLEB.  Yes,  sir. 

Senator  Simmons.  As  well  as  when  it  comes  from  Germany  ? 

Mr.  BiBLEB.  Yes,  sir. 

Senator  Simmons.  And  if  you  find  that  it  is  coming  in  from  any 
other  country,  show  what  it  is  invoiced  at  when  it  comes  from  that 
country. 

Mr.  BiHLEB.  We  get  some  from  Switzerland  and  some  from  France, 
but  the  principal  importations  are  from  Switzerland.     We  probably 


202  TARIFF   HEARINGS. 

get  75  per  cent  from  Switzerland.  In  the  embroidered  lace  it  is 
reversed.  We  used  to  get,  before  the  war,  about  75  per  cent  of  the 
embroidered  lace  from  Germany  and  about  25  per  cent  from  the  rest 
of  the  countries,  principally  Switzerland. 

Senator  MoCumber.  Great  Britain  manufactures  a  great  deal  of 
embroidery.  Why  is  it  that  she  does  not  export  any  to  the  United 
States?  ' 

Mr.  BiHLER.  Their  labor  cost  is  too  high  as  compared  with  that  of 
the  European  countries  and  they  can  not  compete. 

Senator  McCumber.  In  other  words,  in  using  the  foreign  valuation 
as  the  basis  for  our  tariffs  we  have  penalized  those  whose  labor  con- 
ditions more  nearlv  approach  those  of  the  United  States  and  have 
made  our  tariff  so  nigh  that  it  is  prohibitive  ? 

Mr.  BiHLER.  Practically  so.  They  can  not  operate  as  against  the 
low;j)riced  countries. 

That  is  about  all  I  can  say  on  the  subject.  If  you  wish  me  to 
submit  this  brief  before  I  come  to  the  argument  on  the  tariff,  I  will 
do  so.     Otherwise,  I  will  submit  it  at  the  time  I  make  my  argument. 

The  Chairman.  You  would  prefer  to  hold  it,  would  you  ? 

Mr.  BiHLER.  Not  necessarily. 

The  Chairman.  It  will  come  in  properly  later  on  ? 

Mr.  BiHLER.  It  will  come  in  properly  later  on. 

The  Chairman.  You  may  hold  it  until  then. 

Mr.  BiHLER.  Thank  you,  sir. 

The  Chairalan.  The  committee  will  now  hear  Mr.  William  P. 
Clarke,  of  Boston,  Mass.,  who  has  expressed  a  desire  to  submit  his 
views  to  the  committee. 

STATEMENT  OF  WILUAM  P.  CLARKE,  INTERNATIONAL  PRESI- 
DENT AlCERICAN  FLINT  GLASS  WORKERS'  UNION,  TOLEDO, 
OHIO. 

The  Chairman.  Mr.  Clarke,  whom  do  you  represent  ? 

Mr.  Clarke.  I,  Mr.  Chairman,  am  the  international  president  of 
the  American  Flint  Glass  Workers'  Union,  with  headquarters  in 
Toledo,  rather  than  in  Boston,  as  stated  in  the  program. 

The  Chairman.  You  are  put  down  as  from  Boston.  I  assume  your 
letterhead  or  address  was  Boston  when  the  schedule  was  made  up. 
You  reside  in  Toledo  ? 

Mr.  Clarke.  Toledo,  Ohio;  ves,  sir. 

The  Chairman.  That  is  the  headquarters  of  your  union,  is  it  ? 

Mr.  Clarke.  Yes,  sir. 

Senator  Simmons.  Mr.  Chairman,  I  understood  that  there  was 
something  in  the  nature  of  a  limitation  upon  these  hearings  upon 
American  valuation  ? 

The  Chairman.  It  is  hoped  th^t  we  may  get  through  to-day  and 
to-morrow.     I  think  it  can  be  done. 

Senator  Simmons.  In  view  of  that  fact,  I  want  to  suggest  that  in 
fairness  to  both  views  on  this  question  the  time  ought  to  be  divided 
between  those  who  are  here  to  speak  against  it  and  those  who  are 
here  to  speak  in  favor  of  it.  If  you  call  those  who  are  here  to  speak 
for  it,  and  close  the  hearings  to-morrow  night,  there  may  be  no 
opportunity  for  those  who  wish  to  speak  against  it  to  be  heard. 

The  Chairman.  Senator,  I  think  with  a  httle  moderation  upon  the 
part  of  the  members  of  the  comnnittee  in  asking  questions  and  of 
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the  witnesses  in  not  being  unduly  prolix  and  reading  from  documents 
which  are  available,  anyhow,  we  can  get  through  very  easily  to- 
morrow. 

Senator  Simmons.  I  do  not  think  the  chairman  can  complain  of  the 
questions  asked  by  the  members  of  the  committee  this  morning. 

The  Chairman.  I  do  not  complain  of  anything;  I  simply  state  that 
if  we  follow  that  course  we  can  complete  the  hearings. 

Senator  Simmons.  I  do  not  know.  There  mav  be  nobody  here 
to  speak  against  this  proposition.  It  may  be  that  manufacturers 
are  here,  and  they  gener^ly.  I  assume,  are  for  it,  because  I  think  it 
increases  somewhat  the  protection  they  would  otherwise  get.  But 
if  there  is  anybody  here  against  it  I  think  they  ought  to  have  an 
opportimity  to  be  heard  within  the  two  days. 

The  Chairman.  I  have  a  list  here  which  you  can  see  on  the  pro- 
gram, and  I  think  they  are  all  in  favor  of  the  American  valuation. 
If  there  is  any  one  whom  the  Senator  desires  to  have  invited  here 
he  can  do  it. 

Senator  Waush.  Mr.  Chairman,  I  think  the  argument  made  here 
by  so  many  of  the  witnesses,  that  the  American  valuation  plan  will 
increase  the  protection  and  make  the  rate  of  protection  higner  than 
that  in  this  schedule,  is  so  apparent  that  it  ought  not  to  be  reiterated 
and  reiterated  by  all  these  witnesses. 

The  Chairman.  That  is  the  trouble.  The  witnesses  go  over  the 
same  ground  that  was  gone  over  last  week. 

Senator  Walsh.  We  all  know  that  it  means  more  protection  than 
that  named  in  the  rate. 

Senator  Smoot.  Providing  the  ad  valorem  rate  is  the  same. 

The  Chairman.  Now,  Mr.  Clarke,  will  you  proceed  ?  You  are  a 
glassworker  yourself,  originally  ? 

Mr.  Clarke.  Yes,  sir. 

The  Chairman.  All  right;  proceed. 

Mr.  Clarke.  Mr.  Chairman  and  gentlemen,  I  have  been  following 
the  ^ass  trade  since  I  was  less  than  10  years  of  age.  I  have  been 
an  officer  of  our  organization  for  more  than  18  years.  I  am  now  the 
international  president,  and  I  come  here  of  my  own  volition  to  speak 
to  you  in  behalf  of  our  workers. 

In  those  18  years  of  experience  I  have  found  it  necessary  to  counsel 
our  men  to  decrease  wages  and  increase  their  labor  in  order  that  they 
might  get  an  opportumty  to  work  at  their  trade.  We  have  had  to 
increase  our  production  100  per  cent  in  some  instances  and  decrease 
wages  at  the  same  time  in  order  that  our  men  would  have  an  oppor- 
tunity to  work  at  the  trac^e  they  have  acquired. 

During  the  war  we  were  able  to  produce  in  this  country  a  class  of 
glassware  that  had  not  been  produced  here  in  the  years  previous, 
due,  primarily,  to  the  foreign  product  being  deprived  of  an  entry 
here.  We  have  built  up  an  industry ,^  especially  in  the  chemical 
branch,  that  is  now  standing  practicaUy  idle  because  of  the  ruinous 
competition  that  is  at  least  tnreatened  irom  abroad. 

Realizing  the  seriousness  of  this,  our  convention  authorized  me 
to  make  an  investigation  personally,  and  between  the  17th  day  of 
October  and  the  13th  day  of  March  last  I  investigated  the  flint-glass 
industry  in  12  foreign  countries.  I  come  here  to-day,  gentlemen,  to 
say  to  you,  in  substance,  that  unless  we  at  least  get  the  American- 
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valuation  plan,  or  even  something  better,  there  is  no  chance  for  the 
manufacturer  engaged  in  the  flint-glass  industry  of  America  and 
the  workmen  that  ne  employs  competing  with  the  product  of  the 
men  of  Germany  and  Czechoslovakia,  in  particular,  and  perhaps 
Belgium. 

I  do  not  wish  to  tire  you,  but  I  would  like  to  submit  for  the  record 
a  copy  of  a  letter  that  1  sent  to  CShairman  Fordney,  of  the  Ways  and 
Means  Conmiittee.  In  his  reply  to  that  letter  he  inferred  that  under 
the  American- valuation  plan,  on  some  articles,  we  would  get  as  much 
as  160  per  cent  duty.  But  I  know  that  160  per  cent  duty  will  not 
protect  us  against  Germany  and  Czechoslovakia,  and  I  realize  the 
significance  of  that  statement. 

(The  letter  referred  to  is  as  follows:) 

Sandusky,  Ohio,  July  15, 1921. 
Hon.  Joseph  W.  Fordney, 

Chainrum  of  the  Ways  and  Means  CommiUeej 

House  of  Representalives,  Washington^  D,  C 

My  Dear  Mr.  Fordney:  I  am  in  receipt  of  your  communication  of  the  11th,  which 
is  in  continuation  of  the  correspondence  that  has  passed  between  us  on  the  object 
of  protection  to  American  workmen  and  American  industries,  and  as,  I  read  your 
dennition  of  the  American  valuation  plan  as  i)ropo8ed  by  your  committee,  and  which 
is  now  before  the  House  of  Congress  for  disposition,  I  can  not  help  but  say  to  you  that 
in  the  judgnient  of  the  American  Flint  Glass  Workers*  Union  it  aoee  not  give  the  pro- 
tection that  is  absolutely  necessary  to  the  flint-glass  industry,  and  we  say  this  for  the 
following  reasons: 

1.  This  Government  does  not  owe  every  man  a  living,  but  the  representatives  of  this 
Government  have  a  moral  obligation  making  it  mandatory  on  them  to  exercise  every 
honorable  effort  to  the*end  that  all  out  citizens  will  be  accorded  an  opportunity  to 
obtain  employment,  so  that  they  may  honestly  and  faithfully  provide  a  decent  living 
for  themselves  and  those  depending  upon  them,  but  if  the  proposed  tariff  bill  is  enactea 
into  law  in  its  present  form,  then  that  part  of  the  citizenship  of  the  United  States  that 
depends  upon  the  flint-glass  industry  for  a  livelihood  will  be  thrown  into  idleness, 
and  flint  glassware  will  be  supplied  to  our  markets  by  the  manufacturers  and  workers 
of  Czechoslovakia,  Germany,  and  Belgium. 

2.  After  our  country  became  involved  in  the  World  War,  the  opportunity  to  secure 
chemical  and  similar  glassware,  which  had  been  previously  imported  from  Europe,  was 
destroyed,  and  it  was  then  that  the  representatives  of  our  Nation  called  upon  the 
offlcers  and  representatives  of  the  American  Flint  Glass  Workers'  Union  and  the  manu- 
facturers ei^aged  in  the  flint-glass  industry  to  so  arrange  their  affaire  that  this  class  of 
goods,  which  was  absolutely  essential  for  the  furtherance  of  our  interests  in  scientific 
research,  the  making  of  ammunition  and  the  one  thousand  and  one  other  sdentific 
experiments  that  were  necessary,  whidi  ultimately  meant  the  winning  of  the  war,  to 
come  to  the  assistance  of  l^e  Government  in  its  dire  distSBss,  to  the  end  uiat  these  goods 
could  be  produced  in  America.  We  were  then  assured  that  if  these  additional  sacri- 
fices were  made  that  at  the  termination  of  the  war  the  money  and  the  enezgy  expended 
would  be  guarded  and  protected,  but  if  the  present  tariff  bill  is.  enacted  in  its  present 
form,  that  promise  will  not  be  made  good  and  we  will  find  ourselves  in  a  worse  position 
than  we  were  previous  to  the  war,  when  practically  all  this  class  of  waro  was  produced 
in  Europe  and  imported  to  America. 

3.  We  did  not  only  agroe  to  support  the  Government  in  this  respect  but  we  likewise 
sent  17  per  cent  of  the  flower  of  tne  manhood  of  our  oiganization  to  foreign  shores  to 
further  the  interest  of  these  United  States  in  that  terrible  conflict.  Those  men  spilled 
their  blood  on  the  battle  fields  of  Europe,  where  it  was  dried  by  the  sun  and  washed 
by  the  rains,  and  their  bones  bleachea  by  the  elements  of  time,  and  now  aro  their 
fellowcraftsmen  going  to  be  roquired  to  reduce  their  wages,  increase  their  houn  of 
labor,  and  still  be  denied  the  n^ht  of  an  opportunity  to  produce  the  glasswaie  that  is 
to  be  used  in  America,  and  this  product  which  shoula  be  product  by  American 
workmen  imported  from  abroad? 

4.  There  is  no  man  in  or  out  of  Congress  who  can  successfully  contend  that  the 
average  yearly  income  of  the  members  of  the  American  Flint  Glass  Workers'  Union 
has  reached  a  figure  that  justifies  a  decrease  in  their  average  earnings,  for  be  it  under- 


AMERICAN  VALUATION.  205 

stood  that  their  average  eamiocB  have  not  exceeded  $1,751  per  annum,  and  it  has 
never  reached  this  amount  in  tne  43  yean  of  our  exifitence  save  once,  and  we  can 
not  consider  Uiis  amount  a  living  wa^e  when  the  statistics  presented  by  our  Cabinet 
officials  provide  that  the  average  family  composed  of  father,  mother,  and  three  chil- 
dren should  have  an  annual  income  in  excess  of  $2,000. 

5.  Perhai>6  some  of  our  Democratic  brethren  will  contend  that  there  has  been  an 
exorbitant  profit  made  in  this  industry,  and  if  they  do^  then  the  representatives  of 
the  American  Flint  Glass  Workers'  Union  in  convention  assembled  in  Sanduskv, 
Ohio,  to-day  declare  that  it  is  the  obligated  duty  of  the  Democrats  as  well  as  tne 
Republicans  to  insist  upon  a  thorough  investigation  beine  made  as  to  the  profits  that 
have  been  acquired  by  the  employers  in  this  industry,  and  if  the  crime  of  profiteering 
has  been  practiced  on  the  American  people,  then  make  these  facts  known  to  all  the 
people,  and  in  that  way  give  to  the  workers  the  opportunity  of  showing  where  they 
nave  been  deprived  of  a  lair  return  for  their  labor,  which  return  is  not  sufficient  to 
support  an  American  family  and  accord  tiiem  the  thin^  that  the  members  of  our 
present  Cabinet  contend  they  are  entitied  to.  However,  it  is  the  opinion  of  the  work- 
men in  this  indiistry  that  exorbitant  profits  have  not  been  maae,  yet  in  order  to 
alhiy  difltruat  we  beseech  you  to  propose  an  investigation  into  this  phase  of  the  subject. 

6.  The  men  employed  in  the  flint-glass  industry  are  skilled  workmen;  in  fact,  they 
are  artiBts.  It  requires  years  to  acquire  this  art  and  we  challenge  successful  contra- 
diction to  the  statement  that  those  artiats  have  not  received  a  living  wage;  they  have 
not  retarded  production,  but,  on  the  contrary,  we  are  prepared  to  prove  that  between 
the  years  1916  and  1920  in  place  of  decreasing  production  we  increased  our  production 
better  than  12  per  cent,  and  this  statement  will  stand  the  most  through  investigation 
that  any  committee  representing  the  House  of  Congress  may  see  fit  to  make.  And  if 
this  be  true,  then  what  justification  can  the  House  of  Congress  present  for  the  enact- 
ment of  a  law  that  will  udl  to  give  to  us  that  protection  that  was  promised  and  which 
is  absolutely  necessary  in  order  that  the  members  of  our  orgamzation  will  have  an 
opportunity  to  follow  their  calling? 

7.  The  subject  of  imported  glaissware  to  America  has  resulted  in  a  hardship  being 
practiced  upon  the  American  workmen,  and  it  is  high  time  that  the  fallacy  of  the 
poUcv  pursued  should  be  exposed.  The  glassware  tnat  has  been  used  to  ornament 
our  (^pitol  in  Washington  and  to  decorate  and  used  for  service  in  the  White  House^ 
and  used  on  our  ships  that  ply  the  oceans  was,  until  very  recently,  imported  from* 
abroad,  when  we  have  the  very  best  skilled  workmen  that  can  be  found  the  world 
over  in  the  United  States  of  America,  and  this  is  not  the  firat  time  that  this  phase 
of  the  subject  has  been  brought  to  the  attention  of  the  committee  over  which  you 
have  the  honor  to  preside.  This  subject  has  been  of  such  importance  in  the  yeare 
gone  by  that  on  three  different  occasions  we  found  it  necessary  to  make  an  investi- 
gEition  of  conditions  abroad,  and  a  recent  investigation  was  made  by  the  writer  of  this 
communication,  and  I  npw  declare  that  the  present  proposed  legislation  will  not 
give  protection  to  our  industry  against  the  product  of  the  manufacturers  and  workers 
engaged  in  the  flint-glass  industry  of  Germany,  Czechoslovakia,  and  perhaps  Belgium, 
for  l^  it  remembered  that  the  value  of  the  mone}^  of  these  Governments  is  so  low 
that  under  your  plan  the  people  of  Czcchoslovaloa  and  Germany  can  place  their 
glassware  on  our  shares  for  a  price  approximating  only  50  per  cent  of  the  wholesale 
price  of  similar  articles  produced  in  America,  thereby  depriving  both  manufacturers 
and  workera  engaged  in  this  industrv  of  an  opportunity  to  compete  with  them. 

8.  While  in  England,  Bdgium,  Geonany  and  Czechoslovakia  during  the  months 
of  November,  December  ana  January  last,  I  was  advised  by  manufacturers  and  im- 
portere  that  even  though  we  increased  our  tariff  rate  100  per  cent,  foreignere  could 
place  their  product  in  these  United  States  at  a  lower  cost  than  we  could  manufacture 
similar  ware,  and  if  this  be  permitted  to  the  d^^ree  contemplated,  it  will  demonstrate 
that  our  representatives  in  Congress  either  do  not  wish  or  else  lack  the  ability  to  meet 
this  ^ve  problem. 

This  subject  is  of  such  tremendous  importance  that  1  have  hurriedly  drafted  this 
communication,  which  shall  be  presented  to  the  del^ates  of  our  convention,  which 
is  now  in  session,  for  their  indoroement.  and  1  shall  urge  that  it  be  given  to  the  public 
press  as  an  open  letter  and  1  stand  ready  to  defend  every  statement  contained  in  this 
document  at  any  time  or  place,  providing  the  date  will  not  interfere  with  my  duties 
and  present  engagements. 

Let  those  who  assail  the  workera  of  these  United  States  question  our  motives  in 
secret;  let  those  who  declare  that  men  appealing  for  an  Opportunity  to  labor  are  bol- 
shevists  when  tiiey  are  discussing  our  hopes  and  our  aims  when  we  are  not  represented, 
and  wliile  1  am  not  authorized  to  speak  for  labor  as  a  whole,  1  am  authorized  and  do 
speak  for  the  membere  of  the  American  Flint  Glass  Workera'  Union,  and  stand  ready 
to  defend  every  principle  enumerated  in  this  document  and  in  the  name  of  working 
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men  who  fought  to  defend  the  principles  of  this  Government,  I  call  on  you  for  that 
protection  that  will  enable  our  workers  to  secure  an  opportunity  to  work  and  receive 
in  return  a  living  wage. 

Respectfully,  yours, 

William  P.  Clarke, 
PreaiderU  American  Flint  GUus  Worken*  Union, 

P.  S. — ^The  foregoing  was  read  to  the  delegates  comprising  the  forty-fifth  convention 
of  the  American  Flint  Glass  Workers*  Union  held  this  day  and  was  indorsed  by  unani- 
mous vote. — Clarke. 

I  would  ask  you  to  bear  with  me  while  I  read  one  letter — ^it  is  very 
brief — which  wiU  give  my  view  on  that  particular  phase  of  the  sub- 
ject, and  I  will  hand  it  to  the  reporter  for  the  record.  It  is  addressed 
to  Mr.  A.  H.  Heisey,  Marlborough-Blenheim  Hotel,  Atlantic  City, 
N.  J.,  and  it  says: 

Dear  Mr.  Heisey:  I  read  with  interest  the  letter  you  handed  me  yesterday,  and 
after  giving  some  thought  to  the  subject  of  tariff  I  deem  it  wise  to  reduce  my  views 
of  the  general  proposition  to  writing  in  order  that  you  may  have  an  opportunity  to 
understand  the  situation  as  it  presents  itself  to  me,  hence  I  ask  that  you  read  what 
follows  with  care: 

To  demonstrate  that  the  present  tariff  bill,  if  applied  as  interpreted  by  the  Hon. 
Joseph  W.  Fordney,  chairman  of  the  Ways  and  Means  Gommitteei  in  a  letter  he  wrote 
me  July  11,  1921,  will  not  give  the  flint-glass  industry  the  necessary  protection,  I 
present  the  following  example: 

First.  The  workmen  in  Germany  are  paid  30  marks  for  the  making  of  100  inqide 
and  100  outside  pint  thermos  bottles.  The  theoretical  value  of  these  30  marks  is 
$7.14,  while  the  actual  value  of  exchange  in  American  money  is  but  46  cents. 

May  I  inject  there  that  I  placed  my  valuation  on  the  German  mark 
in  harmony  with  what  I  paid  for  it  wmle  I  was  in  Germany  in  January. 

«  Second.  The  workmen  in  America  are  paid  $2.41  for  the  making  of  100  inside  and 
100  outside  pint  thermos  bottles. 

Third.  Now  recall  that  llie  wage  paid  the  German  workman  is  worth  only  46  cents 
as  compared  with  the  $2.41  paid  to  the  American  workman. 

Fourth.  It  is  proposed  that  when  articles  similar  to  those  made  in  America  are 
imported  from  Clennany  then,  in  order  to  determine  the  amount  of  duty  to  be  assessed 
on  the  imported  articles,  the  appraiser  ascertain  the  wholesale  price  of  similar  articles 
in  the  American  markets. 

Fifth .  Let  us  say,  for  the  sake  of  argument,  that  the  American  wholesale  price  would 
be  $2.41  for  the  100  bottles.  Now,  if  the  tariff  rate  would  be  40  per  cent,  then  this 
would  mean  a  duty  of  96  cents;  hence  it  follows  that  there  would  be  96  cents  tax 
added  to  the  real  foreign  price  of  46  cents,  which  would  bring  the  comprative  value 
of  the  imported  article  to  $1.42,  as  compared  with  the  American  price  of  $2.41. 

Sixth.  It  will  be  understood  that  the  figures  of  46  cents  and  $2.41  are  comparative 
prices  paid  to  the  skilled  laborer,  but  it  must  be  borne  in  mind  that  when  you  include 
the  cost  of  materials,  unskilled  laborer,  etc.,  the  difference  grows  greater  as  the  value 
of  the  item  increases,  this  being  accounted  for  because  the  German  mark  is  worth 
but  6^  cents  on  the  dollar. 

Seventh.  The  only  cost  that  can  be  added  to  the  German-made  article  that  will 
contribute  toward  an  equalization  of  the  price  in  our  markets  is  for  package  and  freight. 

Eighth.  From  this  example  it  must  be  apparent  that  the  indusUy  is  to  suffer  umcss 
we  obtain  more  protection  or  a  definition  of  the  law  different  to  that  given  by  Chairman 
Fordney. 

Sincerely,  yom^, 

WiLiJAM  P.  Clarke, 
President  American  Flint  Glass  Workers*  Union. 

We  found  it  necessary  to  make  an  investigation  previous  to  the 
war,  and  this  investigation  was  made  by  the  actual  workmen  who 
were  lying  in  idleness.  The  words  that  I  give  you  now  are  the  words 
of  the  men — ^not  their  officers — ^who  went  out  and  made  the  investi- 
gation. 

Senator  Watson.  Why  go  into  that  ?  What  is  the  difference  what 
the  situation  was  before  the  war  ? 
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Mr.  Clabke.  Because,  Senator,  I  want  to  show  how  deplorable  it 
was  then  and  add  the  statement  to  that  that  it  is  worse  now. 

The  Chaibman.  We  admit  it. 

Senator  Watson.  That  is  enough.  I  do  not  think  you  need  to  go 
into  a  long  statement  showing  the  conditions  in  Germany. 

Mr.  Clarke.  It  is  just  a  paragraph,  which  reads  as  follows: 

After  making  inauiries  from  the  different  importers  we  found  that  the  information 
thus  gained  througn  the  importers  materially  aasisted  us  in  comparing  the  cost  or  the 
buying  price  as  compared  with  the  price  on  record  in  the  customhouse.  After  feeling 
we  haa  about  struck  the  proper  key  to  bring  about  the  desired  relief,  inasmuch  as  we 
<«rere  prepared  to  show  our  Grovemment  that  the  price  at  which  these  goods  are  being 
invoiced  into  the  country,  namely,  24  to  30  cents  per  dozen  on  the  shallow  dome  and  30 
to  34  cents  on  the  regulur  dome,  the  said  invoice  chaige  would  not  pay  for  the  material 
that  goes  into  the  shade,  as  in  a  shade  weighing  from  20  to  29  ounces  the  glass  alone 
would  cost  from  3^  "to  4  cents.  Now,  when  we  x^alize  that  these  shades  are  being  sent 
into  this  country  at  a  valuation  of  2  to  2}  cents  each,  you  will  agree  with  your  committee 
tiiat  we  thought  our  Government  officials  could  not  but  insist  that  these  goods  be 
invoiced  at  a  nigher  figure. 

Senator  Watson.  That  had  reference  to  the  time  before  the  war  ? 
Mr.  Clarke.  Yes?  sir. 

In  other  words,  the  glass  in  a  shade  alone,  without  including  the  cost  of  making  the 
finished  article,  would  be  worth  4  cents,  while  they  were  laid  down  in  New  York  at  a 
valuation  of  2^  cents  each  imported  from  Germany,  and  no  labor  cost  is  included  in 
these  figures. 

I  say  to  you,  without  fear  of  successful  contradiction,  that  the  situa- 
tion as  it  confronts  the  flint-glass  industry  on  that  same  line  of  ware, 
in  so  far  as  Germany  and  Czechoslovakia  are  concerned,  is  infinitely 
worse  than  portrayed  in  that  paragraph,  due  primarily  to  the  low 
value  of  exchange. 

I  do  not  want  to  take  up  too  much  of  the  time  of  the  committee, 
hut  while  I  was  in  Germany  Mr.  Vincent  Krebbs^  the  head  of  a  glass 
concern  there,  told  me  that  he  had  that  morning  refused  an  order  for 
50,000,000  electric  bulbs  for  America,  and  the  reason  for  the  refusal 
was  that  thev  were  not  able  to  supply  the  demand  in  their  own 
country.     Otherwise,  that  ware  would  Ke  coming  into  this  country. 

The  Ch^urman.  Have  wages  gone  down  in  your  trade  ? 

Mr.  Clarke.  We  are  now  in  conference  with  the  employers  in  Atlantic 
City,  and  I  left  that  conference  because  I  felt  that  this  meeting  was  of 
more  importance  to  the  men  that  I  represent.  Just  last  week.  Sen- 
ator, we  proposed  a  reduction  in  wages  to  the  manufacturers  of  thermos 
bottles.  Since  then  we  have  proposed  reductions  on  other  classes. 
The  manufacturers  have  rejected  them  because  they  felt  that  the 
reduction  that  we  proposed  was  not  sufficient  to  meet  the  situation. 

Senator  McCumber.  They  have  not  been  reduced  yet,  then  ? 

Mr.  Clarke.  They  have  not  been  reduced  yet,  sir.  We  adjourned 
in  two  of  the  departments  vitally  affected  without  an  agreement, 
because  we  could  not  agree  upon  what  point  the  workers  should  be 
required  to  go  to.  if^ 

Senator  Walsh.  How  substantial  a  reduction  do  the  employers 
suggest? 

Mr.  Clarke.  Anvwhere  from  20  to  33J  per  cent.  We  offered  in 
one  instance  12  andf  in  another  instance  15. 

The  Chairman.  How  many  men  are  employed  in  this  industry  ? 
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Mr.  Clarke.  I  represent  only  the  skilled  workmen,  and  we  have 
10,000  skilled  workmen,  and  for  each  skilled  workman  we  suggest 
that  there  are  at  least  six  other  workmen  employed. 

The  Chairman.  Then  your  wages  are  still  on  the  war  level  ? 

Mr.  Clarke.  Yes,  sir;  our  agreement  does  not  expire  until  the  4th 
of  September. 

Senator  McLean.  Are  you  working  on  full  time? 

Mr.  Clarke.  We  have  practically  no  one  working  in  the  thermos- 
bottle  branch  of  the  trade  and  the  chemical  branda.  In  the  other 
branches  we  have  about  63  per  cent  of  our  men  working  a  division 
of  time  and  the  other  37  per  cent  idle. 

Senator  Walsh.  What  is  the  percentage  of  the  whole  trade, 
everything  included?  You  said  certain  branches  were  doing  no 
work  at  all.     What  percentage  of  those  branches  ? 

Mr.  Clarke.  I  would  say  20  per  cent. 

Senator  Watson.  You  make  chemicals,  too,  do  you  ? 

Mr.  Clarke.  No,  sir;  just  glassware. 

Senator  Watson.  Chemical  glassware  ? 

Mr.  Clarke.  Yes,  sir. 

Senator  Watson.  You  are  in  danger  from  Japan  as  well  as  from 
Germany  ? 

Mr.  Clarke.  Absolutely  so. 

Senator  Watson.  Is  your  factory  closed,  with  these  men  out  of 
work  in  these  particular  branches,  because  of  imports  from  Germany 
or  from  other  countries  ? 

Mr.  Clarke.  The  ware  is  coming  in  from  Germany,  Czecho- 
slovakia, and  Japan  as  well  as  from  Belgium,  and  our  plants  are 
closed — I  will  not  say  altogether  because  of  this  imported  ware,  but 
the  fear  of  the  employers  and  the  purchasers  that  if  they  operate  and 
create  a  stock,  the  other  countries  will  be  able  to  sell  their  ware  here 
and  leave  them  with  the  stock  on  their  hands. 

Senator  Watson.  The  price  reduction  in  German v,  under  present 
conditions,  is  lower  than  mat  in  any  other  country  f 

Mr.  Clarke.  No,  sir;  Czechoslovakia  is  a  little  bit  lower.  It  is 
about  on  a  par,  however. 

Senator  Watson.  How  does  it  compare  with  Japanese  production  ? 

Mr.  Clarke.  I  have  considered  the  Japanese  situation  for  better 
than  a  year,  but  I  believe  it  is  practically  as  bad.  Our  workmen 
work  on  a  piecework  basis.  We  work  on  an  unlimited  production. 
We  do  not  retard  production;  and  during  the  war  I  am  prepared  to 
prove  that  we  increased  our  production  better  than  12  per  cent. 
So  the  charge  that  the  trade-union  movement  is  retarding  pro- 
duction can  not  be  substantiated  in  its  application  to  the  flint-glass 
industry. 

Senator  McCumber.  Can  you  tell  us  what  the  earnings  of  the  skilled 
workmen  are  under  this  piece  character  of  work  ? 

Mr.  Clarke.  I  am  glad  that  you  asked  that  question,  Senator. 

Up  until  one  year  ago  the  highest  average  wage  of  the  men  em- 
ployed in  this  industry  was  $30.43  a  week,  figuring  60  weeks  to  the 
year.  Within  the  past  year  it  has  increased  to  $35.02,  figuring  on  the 
same  basis;  and  that  is  the  highest  figure  in  a  period  of  43  years. 

Senator  Walsh.  The  average  for  skilled  and  imskilled? 

Mr.  Clarke.  That  is  skilled  alone. 
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I  will  be  glad  to  answer  any  (question  that  you  wish  to  propound 
to  me,  or  at  least,  try  to  answer  it. 

Senator  Walsh.  How  many  of  these  industries  are  there  in  the 
country  ? 

Mr.  Clarke.  I  would  say  about  130. 

Senator  McLean.  You  are  more  deeply  interested  in  a  revision  of 
the  tariff  than  you  are  in  a  revision  of  the  tax  lavrs  ? 

Mr.  Clarke.  Yes;  we  are  interested  in  a  revision  of  the  tariff.  It 
has  appeared  to  me  that  by  the  revision  of  our  tariff  we  will  never  be  able 
to  bnng  it  to  a  figure  sufiiciently  high  to  protect  our  industry,  and  I 
wanted  to  add  my  vievrs  to  try  to  save  the  American-valuation  plan 
at  least. 

The  Chairman.  Is  that  all,  Mr.  Clarke  ? 

Mr.  Clarke.  Mr.  Chairman,  it  may  be  of  interest  to  you  to  say  that 
while  I  was  in  London  I  had  a  representative  of  the  Czechoslovakia 
importing  corporation  say  to  me  that  if  we  increased  our  tariff  100 
per  cent  they  would  lay  glassware  down  in  this  country  cheaper  than 
we  could  produce  it. 

I  had  tnem  say  to  me  in  Prague  that  regardless  of  what  we  did 
toward  increasing  our  tariff  they  would  place  glassware  here  cheaper 
than  the  American  manufacturer  could  put  it  in  our  owm  market. 

I  think  it  is  about  time  that  the  American  Government  should 
contribute  to  aiding  in  redeeming  the  pledges  made  to  the  em- 
ployees and  the  workers  in  this  industry.  When  we  went  into  the 
war  you  could  not  get  glassware  in  this  coxmtiy.  Representatives  of 
the  Government  went  to  us  and  came  to  me  as  the  president  of  the 
workers  and  came  to  the  employers  and  beseeched  us  to  aid  them. 
We  did  so.  In  New  Jersey  in  particular  there  were  at  least  10  fac- 
tories erected,  and  those  factories  as  a  whole  are  almost  idle  to-day 
because  the  pledges  which  they  gave  us  have  not  been  kept.  They 
agreed  that  when  the  war  was  over  they  would  protect  the  American 
workman  and  the  American  manufacturer  who  invested  his  money 
in  this  enterprise,  but  they  have  not  done  it. 

We  do  not  believe  that  the  importers  should  be  protected  and 
their  interests  furthered  to  put  upon  the  American  market  the  prod- 
uct of  foreign  workmen  when  men  of  American  birth  are  required 
to  walk  our  streets  in  idleness.  In  many  instances  these  men  are 
seeMng  the  necessities  of  life  from  charitable  organizations  and 
kindred  associations. 

Senator  Watson.  Have  you  ever  figured  out  what  rate  would  be 
necessary  to  add  to  protect  your  product  from  German  imports, 
aside  from  American  valuation  ? 

Mr.  Clarke.  I  have  not;  but  I  want  to  bring  home  this  point  U> 
you — and  I  may  say,  incidentally,  that  I  just  got  word  last  night  at 
5  o'clock  that  1  was  to  appear  before  this  committee,  and  I  have  not 
had  time  to  prepare  as  I  would  have  Uked  to  prepare — if  you  will 
take  into  consideration  that  with  6^  American  cents  you  can  buy  a 
dollar's  worth  of  product  in  Germany,  and  more  than  a  dollar's 
worth  in  Czechoslovakia,  and  then  add  the  tariff  that  is  proposed, 
which  will  be  40  per  cent  on  the  American  valuation,  andf  say  it  is 
a  dollar;  add  that  40  to  the  6^,  and  you  have  got  46^  cents.  That  is 
compared  with  an  American  dollar's  worth  of  product  in  America. 
The  only  thing  that  will  increase  that  46i  cents  toward  the  dollar 
is  the  cost  of  package  and  the  cost  of  freight.     The  last  time  that 
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I  testified  before  the  TaxiflF  Commission  evidence  was  produced  there 
to  show  that  from  Antwerp  they  could  ship  to  New  York  glassware 
for  18  cents  a  himdred,  and  from  Pittsburg  to  New  York  the  same 
rate  prevailed.     So  we  will  gain  nothing  there. 

Now,  take  Belgium  to  Seattle.  The  rate  was  35  cents  a  himdred. 
Prom  Pittsburgh  to  Seattle  it  was  90  cents  a  hundred.  So  we  lose 
out  on  our  own  freight  rates,  and  it  is  impossible  to  gain  anything 
in  this  direction. 

It  may  be  of  interest  to  you  to  know  that  the  American  Federation 
of  Labor  in  1917  adopted  a  resolution,  a  copy  of  which  I  wish  to  give 
to  the  secretary,  but  I  want  to  readjust  the  substance  of  it,  that  this 
convention  go  on  record  in  favor  of  a  policy  of  industrial  prepared- 
ness, and  that  such  preparedness  be  in  harmony  witii  the  standards 
of  labor  as  recognized  by  the  American  Federation  of  Labor,  and  the 
enactment  of  laws  by  Confess  that  will  adequately  protect  all  wage 
earners  of  our  country  a^amst  the  loss  of  employment  through  any 
industrial  invasion  on  the  part  of  the  product  of  any  of  the  other 
nations. 

That  is  the  declaration  of  the  American  Federation  of  Labor. 

The  Chairman.  Mr.  Frederic  E.  Kip,  of  Montclair,  N.  J.,  requested 
a  hearing.     I  see  he  is  present.     We  will  hear  you  now,  Mr.  Kip. 

STATEMENT  OF  FBEDEBIG  E.  KIP,  MONTCLAIR,  N.  J.,  REFBE- 
SENTING  THE  PILE  FABRIC  MANUFACTXTRERS  OF  THE  XTNTTED 
STATES. 

The  Chairman.  Will  you  state  the  line  of  manufacturing  business 
that  you  are  in,  Mr.  Kip  ?  '* 

Mr.  Kip.  I  am  in  the  pile-fabric  manufacturing  business.  I  repre- 
sent the  Pile  Fabric  Manufacturers  of  the  United  States.  We  make 
Eile  fabrics,  velvets,  plushes,  fabric  fun,  etc.,  in  fact,  all  fabrics 
aving  their  face  or  pile  extending  vertically  from  the  back  of  the 
woven  fabric. 

For  the  pile  or  face  we  use  all  known  textile  raw  materials,  namely, 
wool,  worsted,  mohair,  alpaca,  jute,  silk  (of  all  kinds,  namely,  raw 
silk,  thrown  silk,  spun  or  schappe  silk,  artificial  silk),  and  cotton. 

As  we  use  for  the  face  or  pile  of  our  fabrics  all  known  textile 
materials,  our  fabrics  are  made  in  four  of  the  large  industrial  foreign 
countries— Germany,  France,  England,  and  Japan. 

We  are  strongly  of  the  opinion  that  on  our  product  the  adoption 
of  the  American  valuation  is  an  imperative  necessity.  You  can 
readily  conceive  under  foreign  valuation  of  the  detriment  to  labor 
and  the  chaotic  conditions  that  would  result  from  production  in 
countries  having  exchange  depreciated  to  the  following  extent. 

Then  I  have  preparea  a  table  showing  the  rates  as  of  July  27, 
taking  Russia,  (jermany,  Italy,  France,  and  Great  Britain,  showing 
the  normal  exchange,  depreciated  exchange,  and  the  percentage  oi 
depreciation. 

The  percentage  of  depreciation  for  Russia  is  99.8  per  cent;  of  Ger- 
many, 95  per  cent;  Italy,  78  per  cent;  France,  60  per  cent;  and  Great 
Britain,  27  per  cent. 

At  rates  of  exchange  such  as  these  there  can  be  no  force  to  the 
argument  of  importers  that  the  adoption  of  the  plan  of  American 
valuation  would  be  prohibitive  against  an  importation  from  foreign 
productive  industrial  countries. 
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iSenator  Watson.  You  import  some,  also,  do  you  not,  Mr.  Kip  ? 

Mr.  Kip.  We  do,  ves,  Senator.  We  could  import  a  great  deal 
more  if  we  chose  to  do  so. 

It  is  conceded  that  for  the  20  years  prior  to  the  war  Germany  made 
more  industrial  progress  than  any  country  in  the  world,  the  United 
States  not  excepted. 

When  I  was  m  Germany  in  October,  1920,  the  wages  of  the  highest 
grade  mechanics  in  the  entire  Rhine  Valley  were  280  to  300  marks 
a  week,  and  I  am  informed  that  they  are  the  same  to-day. 

Senator  McCumber.  That  is,  the  German  workman  receives  only 
the  same  number  of  paper  marks  now  that  he  received  before  for  a 
week's  work  ? 

Mr.  Kip.  No,  sir.  A  skilled  mechanic  before  the  war  used  to 
receive  from  50  to  60  marks.     That  was  a  lai^e  wage  at  that  time. 

Senator  Watson.  The  24-cent  mark  ? 

Mr.  Kip.  Twenty-foiir  cents  on  the  mark  would  be  from  12  to  1 5 
dollars.  Now  he  receives  280  to  300  marks  a  week,  which  is  about 
five  times  his  former  wage. 

Senator  McCumber.  In  other  words,  what  would  it  be  in  American 
money  right  now  ? 

Mr.  Kip.  I  will  give  you  that.  At  the  present  rate  of  exchange 
this  would  represent  a  wage  of  onlv  about  $3.60  to  S3.70  weekly,  as 
against  $40  to  $50  per  week  paid  for  the  same  gra4e  of  work  in  the 
United  States. 

Senator  McCumber.  And  how  much  paid  for  the  same  grade  of 
work  in  Germany  prior  to  the  war  ? 

Mr.  Kn».  Fifty  to  60  marks. 

Senator  Watson.  $12  to  $15  a  week? 

Mr.  Kxp.  Yes;  $12  to  $15  per  week. 

Senator  Watson.  And  on  a  gold  basis  the  German  workman  is 
receivi^  very  much  less  than  he  did  before  the  war  ? 

MDr.  T&p.  About  one-fourth.  In  other  words,  before  the  war  a 
first-class  mechanic  in  Germany  earned  $12  to  $15  per  week  (50  to 
60  marks  at  24  cents  per  mark),  whereas  to-day  in  Germany  he  earns 
$3.60  to  $3.70  per  week  (280  to  300  marks  at  0.0125  per  mark). 
That  is  easily  ascertained  by  anybody  who  wants  to  find  it  out.  It 
is  public  Imowledge.  I  know  this  of  my  own  knowledge  because 
I  was  there. 

If  I  do  not  bore  you  I  will  give  you  a  little  experience  that  I  had 
in  Germany,  a  little  later. 

Under  such  conditions  no  duty  that  would  be  imposed  by  the  United 
States,  even  on  the  plan  of  American  valuation,  would  debar  imports 
from  a  country  like  Germany;  and  in  cases  where  Germany  has  the 
raw  materials  available  in  her  own  country  it  is  apparent  that  even 
a  duty  of  200  per  cent  would  not  prevent  her  obtaining  the  market 
in  the  United  otates  to  whatever  extent  she  elected. 

What  has  been  said  of  Germany  is  even  more  true  of  Russia  in 
regard  to  the  things  which  she  is  best  fitted  to  produce.  In  my 
opinion,  within  two  years  of  the  restoration  of  more  stable  conditions 
Kussia  will  be  able  with  her  depreciated  exchange  (under  foreign 
valuation  basis  for  duties)  to  land  wheat  in  the  United  States  at  50 
to  60  cents  per  bushel,  which  would  be  less  than  the  labor  cost  alone 
to  the  American  farmer.  That  this  would  be  detrimental,  if  not 
ruinous,  to  the  American  wheat  grower  is  obvious. 
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In  the  present  chaotic  state  of  foreim  exchange  it  must  be  apparent 
that  there  must  be  some  basis  for  American  duties  which  will  not 
result  in  great  and  constant  fluctuations.  The  American  valuation 
plan  would  keep  the  rates  of  duties  stable,  despite  changes  in  the 
exchange  rates,  and  would  equalize  to  a  considerable  extent  the 
differences  existing  between  foreign  and  American  costs.  As  the 
rates  of  exchange  become  more  normal  the  changes  in  valuations 
would  automatically  operate  to  keep  the  duties  equalized  and  stable. 
In  our  opinion,  therefore,  the  adoption  of  the  American  valuation 
plan  would  be  doing  what  can  be  done  by  our  Government  to  prevent 
nonemployment  of  productive  American  operatives  and  ruinous 
conditions  for  our  American  farmers. 

We  are  convinced  that  not  only  will  such  a  plan  not  debar  importa- 
tions, particularly  from  such  countries  as  Germany,  but,  on  the  contrary, 
that  within  a  few  months  from  the  establishment  of  peace  the  im- 
portations will  be  even  larger  than  in  the  years  preceding  the  war. 

We  therefore  strongly  urge  the  adoption  of  the  American  valuation 
plan  as  a  necessary  and  imperative  part  of  the  measures  which 
should  be  taken  to  meet  these  abnormal  conditions. 

As  a  convenient  basis  of  information  showing  the  percentages  of 
depreciation  I  submit  a  table  of  exchange  rates,  including  a  number 
of  countries  not  previouslv  mentioned,  giving  the  extent  of  deprecia- 
tion of  all  the  countries,  Austria,  Rumania,  Spain,  etc. 

Exchange  rates  as  of  July  £7,  1921. 


Greece drachma. 

Russia ruble. 

Poland mark. 

Austria crown. 

H^ngar7 do> . . 

Jugoilayla do... 

Czechoslovakia do. . . 

Finland mark. 

Rumania leu. 

Spain peseta. 


Normal 

Present 

▼alue. 

value. 

CefU». 

CenU. 

10.3 

5.66 

51.46 

.0014 

23.80 

.065 

20.26 

.12 

20.30 

.28 

20.30 

.60 

20.26 

1.28 

19.80 

Lse 

19.30 

1.30 

19.30 

12.70 

Extent 
of  depre- 
oiation. 


Ptr  €int, 
71 
99t 

99i 

Wl 

97 

91A 


Senator  McLean.  How  many  men  are  employed  by  the  interests 
which  you  represent,  Mr.  Kip  ? 

Mr.  fcip.  I  should  think  aoout  forty  to  fifty  thousand,  taking  them 
all  told — ^maybe  not  as  much  as  that;  thirty-five  to  forty  thousand. 

Senator  McLean.  What  is  the  effect  of  existing  competition  upon 
your  interests  to-day?  How  are  you  running?  What  is  the  con- 
dition ? 

Mr.  Kip.  We  are  running  fairly  well  to-day,  for  the  reason  that 
Germany,  who  is  our  main  competitor,  has  not  gotten  on  her  feet, 
but  there  is  a  great  hesitancy  about  any  forward  contracts,  realizing 
the  conditions  which  will  come  about  Dy  the  depreciated  exchange. 
I  do  not  think  people  realize  how  important  and  how  detrimental  that 
is  going  to  be  to  Jabor.  For  instance,  I  went  into  Germany  with  an 
automobile.  I  had  a  chauffeur  and  four  people  with  me.  I  changed 
$35  and  I  got  over  3,000  marks.  I  thought  I  was  going  to  be  there 
a  week,  and,  as  I  had  a  bank  account  there,  I  said,  "I  will  take  $100," 


AMERICAN  VALUATION.  218 

for  which  I  got  nearly  7,000  marks.  Then  a  mark  was  depreciated 
only  about  1.40.  Now  it  is  1.21.  We  lived  there  about  a  week,  and 
when  we  were  about  to  leave  I  gave  back  3,700  marks.  Our  whole 
expenses  for  the  week  were  not  over  $60;  and  they  drank  wine,  those 
that  wished  to,  and  had  other  tilings. 

I  thank  you,  gentlemen. 

The  Chairman.  The  next  witness  is  Mr.  Walter  S.  Hilborn.  '  I 
understand,  for  the  information  of  the  committee,  that  he  will  be  the 
last  witness  to  be  heard  to-day. 

STATEMENT  OF  WALTEB  S.  HILBOBN,  mSW  YORK,  N.  Y.,  BEPRE- 
SENTING  THE  NOVELTY  JEWELERS'  TARIFF  AS80CLATI0N. 

m 

Mr.  Hilborn.  I  represent  a  group  of  importers  of  novelty  jewelry, 
consisting  of  24  in  number,  who  were  formed  last  winter  at  the  time 
we  were  discussing  the  emergency  tariff,  and  who  then  protested 
against  the  then  depreciated-currency  feature  of  the  bill  and  sub- 
mitted evidence  to  your  committee  that  even  though  the  value  of  the 
foreigp  currency  had  depreciated,  the  cost  of  the  foreign  article  meas- 
ured in  American  money  had  appreciated  to  a  greater  extent. 

I  now  appear  on  their  behalf  to  oppose  the  American  valuation 
feature  of  the  present  tariff  biU. 

The  Chairman.  Are  you  in  the  toy  business  ? 

Mr.  Hilborn.  No,  sir;  I  am  an  attorney,  and  the  people  whom  I 
repr^ent  are  entirely  importers  of  novelty  leweby. 

When  they  appeared  before  the  Ways  and  Means  Committee  in  the 
discussion  oi  this  act  they  stated  quite  frankly  that  they  believed  that 
a  rate  should  be  carried  in  the  act  which  would  adequately  protect  the 
American  manufacturer,  but  they  believed  that  that  rate  should  not 
be  too  high  to  exclude  novelty  jewelry  which  set  a  style  and  a  stand- 
ard for  American  manufacturers. 

At  the  hearings  before  the  Ways  and  Means  ComiAittee  the  Amer- 
ican manufacturers  asked  for  an  85  per  cent  duty  based  upon  the 
foreign  valuation.  The  main  objection  that  the  importers  nave  to 
the  American  valuation  feature  is  the  imcertainty  which  will  result 
in  their  purchases  abroad.  The  duty  will  be  appraised  upon  the 
American  selling  price  at  the  date  of  exportation.  The  articles 
which  they  purchase  are  largely  noncomparable  items,  so  that  at  the 
time  of  tne  purchase  they  will  not  be  able  to  determine  what  the 
cost  of  the  article  will  be,  landed  in  New  York;  and,  as  one  of  them 
said  to  me  on  Saturd^,  "We  will  have  to  get  samples,  send  the 
samples  to  the  United  States,  have  them  appraised,  and  then  deter- 
mine whether  it  is  possible  for  us  to  make  the  purchase,  and  then  we 
may  not  know  that  the  American  selling  price  at  the  new  date  of 
exportation  will  be  the  same  as  at  the  time  of  the  exportation  of  the 
original  sample;  so  that  our  articles,  bought  from  six  to  eight  months 

Erior  to  sale  in  the  United  States,  will  be  upon  a  basis  where  we  will 
e  unable  to  determine  the  American  selling  price.'' 
I  have  endeavored  to  compute  with  some  degree  of  success  to  my 
own  mind  just  exactly  a  comparison  between  the  old  and  the  new 
rates  based  upon  this  American  valuation  theory. 

The  rate  carried  on  novelty  jewelry  under  the  old  act  was  60  per 
cent.  The  rate  carried  by  tms  act  is  55  per  cent.  If  the  balance  of 
the  American  selling  price,  45  per  cent,  is  all  applied  to  the  foreign 
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cost,  then  you  will  have  a  duty  of  $55  on  every  $100  worth  of  goods 
sold  in  the  United  States ;  $45  of  the  hundred  to  be  used  in  purchasing 
abroad.  Fifty-five  is  122  per  cent  of  45,  so  that  a  rate  of  auty  where 
the  American  manufacturer  asks  for  only  85  per  cent  is  at  the  mini- 
mimi  increased  to  122  per  cent. 

To  carrjr  the  table  a  little  fiu'ther,  if  you  take  the  least  overhead 
which  the  importers  say  is  needed,  wnich  is  a  minimnTn  of  25  per  cent 
of  the  selling  price,  and  add  55  per  cent  for  duty,  it  makes  80  per  cent. 
That  leaves  it  20  per  cent  of  the  American  selling  price  which  is  avail- 
able for  payment  to  the  foreigner,  and  55  is  275  per  cent  of  20.  So 
that  the  necessary  result  of  American  valuation  as  applied  to  the 
importation  of  novelty  jewelry  is  to  increase  the  duty  from  60  per  cent 
to  275  per  cent. 

I  have  prepared  a  table  which  can  be  used  on  almost  an;^  rate  of 
duty  and  on  any  overhead,  so  that  it  will  be  possible  practically  to 
compute  what  the  rate  of  duty  will  be  based  upon  the  American 
valuation  theory,  giving  any  allowance  that  the  committee  might  see 
fit  for  overhead.  But  it  is  quite  demonstrable  that  if  25  per  cent  is 
the  overhead  a  75  per  cent  duty  is  absolutely  prohibitive  of  importa- 
tion, because  there  is  nothing  left  to  be  paid  the  foreigner.  For  each 
decrease  of  1  per  cent  in  the  rate  of  duty  it  is  possible  to  pay  the 
foreigner  1  per  cent  more  for  the  article. 

I  was  tallcing  to  a  gentleman  who  was  considering  embroideries. 
Thirty-seven  and  one-half  per  cent  is  the  new  rate  of  duty  based  upon 
an  American  valuation,  and  25  per  cent  allowed  for  overhead  makes 
the  rate  of  duty  100  per  cent  on  the  American  valuation  as  opposed 
to  60  per  cent  carried  by  the  present  act. 

Senator  McCumber.  Your  objection,  mainly,  is  to  the  amount  of 
the  tariff  rather  than  the  principle  ? 

Mr.  HiLBORN.  Our  objection  is  as  to  the  uncertainty  which  will 
result  from  the.  American  valuation  theory,  because  it  is  impossible 
to  determine  at  the  date  of  purchase  what  the  selling  price  is  going 
to  be — that  is,  the  wholesale  selling  price  at  the  date  oi  exportation. 
So  that  the  importer  is  unable  to  aetermine  when  he  makes  his  pur- 
chase what  his  landed  cost  is  going  to  be. 

Senator  McCumber.  But  the  other  feature  might  be  a  reduction  ? 

Mr.  Hilborn.  It  might  be  a  reduction;  but  the  imcertainty  and  the 
pyramiding  which  will  necessarily  result  are  objectionable.  As  you 
reach  a  new  selling  price  based  upon  the  increased  duty,  a  duty  on 
the  new  increased  selling  price  will  make  a  higher  duty,  necessitating 
an  increased  selling  price  for  each  subsequent  importation,  untu 
finally  you  will  reach  a  point  where  the  duty  does  not  affect  the  price. 

But  1  have  figured  out,  based  upon  the  present  cost  of  $1.80,  that, 
with  a  25  per  cent  overhead  and  the  present  duty  of  60  per  cent, 
the  article  can  be  sold  for  $3.84.  If  you  take  a  55  per  cent  duty 
based  upon  the  American  valuation,  that  makes  a  duty  of  approxi- 
mately $2.08  to  be  added  to  the  $1.80,  and  you  get  $3.88,  plus 
25  per  cent.  Gradually,'  by  th«  increased  selling  price,  due  to 
the  increased  duty,  each  new  selling  price  gives  an  increased  duty, 
in  order  that  the  importer  may  continue  his  business,  until  finally  you 

fet  a  stabilized  price,  but  an  article  that  can  now  be  sold  for  $4  will 
ave  to  be  sold  lor  $9  by  the  wholesaler  in  order  to  stabilize  his  busi- 
ness. 
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The  main  objection  to  the  American  valuation  feature  is  the 
uncertainty  which  will  result  in  the  conduct  of  the  importing  busi- 
ness. The  other  feature,  the  question  of  the  rate  of  duty,  of  course, 
is  a  subsequent  consideration.  If  the  other  advantages  of  American 
valuation  outweigh  the  disadvantage  of  uncertainty,  then  subse- 
quently we  desire  to  be  heard  upon  tne  rate  of  duty. 

The  Chairman.  Is  that  all  ? 

Mr.  HiLBORN.  I  desu-e  to  submit  a  brief  to-morrow,  if  I  may. 

The  Chairman.  You  may  submit  it. 

BRIEF   OF  WALTER  S.  HILBORN,  RZPRB8ENTING  THE  VOVELTT  JEWELERS' 

TARIFF  ASSOOIATIGN. 

The  Novelty  Jewelers'  Tariff  Association  desires  to  protest  against  the  so-called 
American  valuation  feature  of  the  Fordney  tariff  bill  which  is  contained  in  section 
402  thereof,  and  submits  this  brief  in  opposition  thereto. 

The  argument  herein  made  with  reference  to  novelty  jewelry  cwrying  a  60  per 
cent  tariff,  can  likewise  be  made  for  imitation  pearls  and  beads,  and  this  memorandum 
is  filed  on  behalf  of  the  importers  of  these  commodities  as  well  as  on  behalf  of  the 
importers  of  novelty  jewelry. 

The  present  tariff  on  novelty  jewelry  is  60  per  cent  ad  valorem.  The  rate  carried 
by  the  Fordney  Act  is  55  per  cent  ad  valorem,  based,  however,  upon  the  American 
selling  price. 

This  leaves  but  45  per  cent  of  the  American  wholesale  selling  price  to  cover  foreign 
cost,  frei^t,  insurance,  landing  charges,  interest  on  invested  capital,  expense  of 
doing  business,  income,  excess  profit' tax  and  allowance  for  loss  due  to  the  point  of 
UBflaleable  commodities  and  the  fair  return  by  way  of  profit  to  the  importer. 

MINIMUM  DUTY  CARRIED  BY  FORDNEY  TARIFF  ACT,   122  PER  CENT  OF  COST. 

If  the  entire  45  per  cent  left  after  the  payment  of  duty  were  used  in  payment  for 
the  imported  article,  we  would  get  122  per  cent  as  the  minimum  rate  of  duty  based 
upon  the  foreign  cost,  45  per  cent  of  the  selling  price.  Out  of  every  $100  of  American 
selling  price,  155  would  be  paid  to  the  Government  of  the  Unitea  Srates  by  way  of 
duty,  and  no  more  than  $45  could  be  i)aid  to  the  foreign  manufacturer.  The  rate  of 
duty  on  the  article  on  this  hypothesis,  instead  of  a  present  duty  of  60  per  cent,  would 
be  :f|.  or  122  i>er  cent,  although  the  American  manufacturers  asked  only  for  an  increase 
to  85  per  cent.  One  hundred  and  twenty-two  per  cent  would  be  the  minimum  rate 
of  duty  on  jewelry  carried  by  the  new  act,  so  that  what  is  an  apparent  reduction  of  the 
rate  of  duty  from  60  to  55  per  cent  is  not  a  reduction,  but  an  increase  from  60  per  cent 
to  at  least  122  per  cent. 

This  business  can  not  stand  a  doubling  of  the  rate  of  duty,  and  this  mere  statement 
of  the  effect  of  the  American  valuation  feature  of  the  Fordney  tariff  bill  should  demon- 
strate beyond  any  argument  that  the  duty  on  jewdry  carried  b>r  this  act  will  be  not 
a  revenue  producer  but  rather  it  will  cause  an  absolute  prohibition  of  imports. 

As  much  of  the  45  per  cent  will  be  absorbed  otherwise  than  in  foreign  cost,  the  rate 
of  dut>%  however,  based  upon  the  foreign  cost  will  necessarily  be  more  than  122  per 
cent,  which  itself  would  be  nrohibitive,  and  more  than  is  required  by  the  American 
manufacturers  of  jewelry,  wno  in  their  argument  before  the  House  committee  only 
requested  a  tariff  of  85  per  cent. 

EFVBOr  ON  AMERIGiUf  WHOLESALE  PRICE. 

Not  only  is  the  minimum  increase  of  the  rate  of  duty  startling  and  prohibitive 
but  its  necessary  effect  upon  the  American  selling  price  of  such  articles  as  might 
be  imxMited  is  almost  beyond  imagination.  So  startling  is  the  comparison  between 
the  present  selling  price  of  an  article  of  novelty  jewelry  and  the  ultimate  effect  of  the 
American  valuation  feature  of  the  Fordney  tanff  act  on  said  price  that  it  should  itself 
be  the  best  argument  against  the  Am^can  valuation  feature,  unless,  perchance, 
the  sole  purpose  of  this  feature  of  the  act  is  an  absolute  prohibition  of  imports. 

This  statement  will  be  based  upon  an  article  now  costing  $1.80  per  dozen  f.  o.  b. 
place  of  purchase.  This  is  a  common  price  for  an  article  of  novelty  jewelry.  This 
carries  a  tariff  at  the  present  time  of  60  per  cent,  to  wit,  $1.08  on  the  $1.80.  This 
makes  the  cost  of  the  article  plus  the  duty  $2.88.    To  this  must  be  added  a  gross  profit 
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sufficient  to  cover  freight,  insurance,  landing  charges,  interest  on  invested  capital, 
expense  of  doing  business,  taxes,  allowance  for  losses,  and  a  hit  return  by  way  of  profit 
to  the  importer.  In  order  to  be  moderate  and  beyond  the  reotlm  of  contradictory 
argument,  we  will  take  one-third  of  the  landed  cost  (althotigh  much  more  is  now 
required),  which  is  equivalent  to  25  per  cent  of  the  selling  price  in  each  case.  One- 
third  of  our  landed  cost  of  $2.88  is  96  cents,  which  added  to  $2.88  makes  $3.84  as  the 
necessary  minimum  wholesale  selling  price  of  an  article  costing  $1.80  per  dozen 
f .  o.  b.  point  of  purchase. 

THE   EFFECT  OF  THE  AMERICAN  VALUATION  FEATURE   UPOK  THIS  ARTICLE   OF 

NOVELTT  JEWELRY. 


• 


The  probable  ultimate  effect  of  the  American  valuation  feature  will  be  an  increase 
in  the  wholesale  selling  price  of  this  article  from  $3.84  to  $9.  The  American  selling 
price  of  the  article  under  consideration  at  date  of  exportation  is,  as  we  have  seen, 
$3.84;  55  per  cent  of  this  selling  price,  the  duty  carried  by  the  Fordney  act,  is  $2.11, 
making  the  cost  of  the  article  $1.80,  plus  the  duty,  $2.11,  $3.91.  Add  one-third  of  the 
cost  to  cover  the  additional  chaiges  set  forth  above,  we  get  a  necessary  wholesale 
selling  price  of  $5.21. 

But  we  have  not  stopped  with  the  effect  of  the  new  tariff  act.  The  chain  is  almost, 
but  not  quite,  endless.  We  have  now  established  a  new  wholesale  selling  price  of 
$5.21.  upon  wnich  the  duty  of  55  per  cent  must  now  be  figured.  This  dutv  would 
now  be  $2.87;  added  to  the  foreign  cost  makes  the  cost  of  the  article  plus  tne  duty 
$4.67;  adding  the  same  overhead  of  one-third  or  $1.56,  makes  a  new  selling  price  of 
$6.23. 

We  have  now  established  a  new  selling  price  of  $6.23,  upon  which  the  duty  accord- 
ing to  the  terms  of  the  new  act,  must  be  based.  Fifty-five  per  cent  of  $6.23  is  $3.43, 
added  to  the  cost  of  $1.80  is  $5.23^  add  on  the  same,  one-third  for  overhead,  etc.,  give 
the  necessary  new  American  selling  price  of  $6.97. 

The  wholesale  price  would  progressively  increase  as  follows: 

Cost $1.80 

Duty  (55  per  cent  of  new  selling  price,  $6.97) .*. 3. 83 

Cost  plus  duty 5.63 

Gross  profit,  one-third  of  $5 .  63 1. 88 

New  wholesale  price 7.  71 

Next  increase: 

Cost : 1.80 

Duty  (55  per  ceni  of  new  selling  price,  $7.71) 4.  24 

Cost  plus  duty 6.04 

Gross  profit,  one-third  of  $6.04 2. 01 

New  wholesale  price 8. 05 

Next  increase: 

Cost 1.80 

Duty  (55  per  cent  of  new  selling  price,  $8.05) 4. 43 

Cost  plus  duty 6.23 

Gross  profit,  one-third  of  $6.23 2.08 

New  wholesale  price 8. 31 

Next  increase: 

Cost 1.80 

Duty  (55  per  cent  of  new  selling  price,  $8.31) 4. 57 

Cost  plus  duty 6.37 

Gross  profit,  one-third  of  $6 .37 2. 12 

New  wholesale  price 8. 49 
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Next  increaae: 

Cost 11.80 

Duty  (55  per  cent  of  new  selling  price,  $8.49) 4. 67 

Cost  plus  duty 6. 47 

Groas  profit,  one-third  of  $6.47 ^ 2.16 

New  wholesale  price 8. 63 

Next  increase: 

Cost 1.80 

Duty  (55  per  cent  of  new  selling  price,  $8.63) 4. 75 

Cost  plus  duty 6. 55 

Gross  profit,  one-third  ot$6.55 2. 18 

New  wholesale  price 8.  73 

Next  increase: 

Cost 1.80 

Duty  (56  per  cent  of  new  selling  price,  $8.73) 4. 80 

Cost  plus  duty 6.  60 

Groes  profit,  one-third  of  $6.60 2. 20 

New  wholesale  price 8. 80 

Next  increase: 

Cost 1.80 

Duty  (65  per  jcent  of  new  selling  price,  $8.80). 4. 84 

>.  ■ 

Cost  plus  duty 6.64 

Gross  profit,  one-third  of  $6.64 2. 21 

New  wholesale  price 8. 86 

Next  increase: 

Cost 1.  80 

Duty  (55  per  cent  of  new  selling  price,  $8.85) 4. 87 

Cost  plus  duty 6.67 

Gross  profit,  one-third  of  $6.67 2. 22 

New  wholesale  price 8. 89 

Next  increase: 

Cost 1.80 

Duty  (55  per  cent  of  new  selling  price,  $8.89) 4. 90 

Cost  plus  duty 6.  70 

Gross  profit,  one-third  of  $6.70 2. 23 

New  wholesale  price 8.  93 

Next  increase: 

Ckwt 1.80 

Duty  (55  per  cent  of  new  selling  price,  $8.98) *  4. 91 

Cost  plus  duty 6.71 

Gross  profit,  one-third  of  $6.71 2. 24 

New  wholesale  price 8.  95 
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Next  increase: 

Cost '. .• $1.80 

Di»ty  (55  per  cent  of  new  selling  price,  $8.95) 4.92 

Cost  plus  duty 6.72 

Gross  profit,  one-third  of  $6.72 2.  24 

New  wholesale  price 8.  96 

Next  increase: 

Cost 1.80 

Duty  (56  per  cent  of  new  selling  price,  $8.96) 4. 93 

Cost  plus  duty 6.73 

Gross  profit,  one-third  of  $6.73 ; 2. 24 

New  wholesale  price 8. 97 

Next  increase: 

Cost 1.80 

Duty  (55  per  cent  of  new  selling  price,  $8.97) 4  93 

Cost  plus  duty 6.73 

Gross  profit,  one-third  of  $6.73 2. 24 

New  wholesale  price 8. 97 

The  new  permanent  established  selling  price  is  $8.97.  We  have  thus  reached  the 
point  where  the  dut^  will  no  longer  affect  the  selling  price  and  where  the  ultimate 
effect  of  the  duty  is  (usclosed.  In  other  words,  the  effect  of  tiie  55  per  cent  duty  based 
upon  American  selling  price,  other  costs  being  stabilized,  is  to  increase  .the  necessary 
American  selling  price  of  an  article  costing  $1.80  from  $3.84  to  $&97. 

It  is  inconceivsible  that  an  article  formerly  sold  at  wholesale  in  the  United  States 
for  $3.84  per  dozen  can  be  sold  for  $8.97  per  dozen,  and,  therefore,  iinportation  wiU 
be  prohibited,  and  the  American  valuation  feature  of  the  Fordney  Tariff  Act  has 
brought  about,  Bofar  aa  novelty  jewelry  is  concerned,  not  increased  revenue  for  the 
American  Treasury,  but  it  has  completely  stopped  importation. 

BAXB  OF  DUTY  OP  THB  NBW  ACT  COMPABBD  TO  THB  PBB8XNT  DUTY. 

The  present  rate  of  duty  is  60  per  cent.  The  foregoing  statement  has  shown  that 
the  ultmuite  effect  of  the  Fordney  Act  will  be  to  charge  a  duty  of  55  per  cent  of  $8.97, 
or  $4.93  on  an  article  costing  $1.80,  an  increase  of  diuty  from  $1.08  to  $4.93,  from  60 
per  cent  to  275  per  cent  of  the  foreign  cost. 

This  statement  should  be  sufficient  to  demonstrate  the  impossibility  of  effecting 
any  increase  in  revenue  through  this  act.  which  will  necessanly  prohibit  all  further 
importation,  especially  when  you  consiaer  that  the  American  manufacturers  have 
requested  only  an  increase  iii  duty  from  60  to  85  per  cent. 

THE  OBNBRAL   BFFECT  OF  THE   AMERICAN    VALUATION   FEATURE. 

We  have  attempted  to  construct  a  table  of  figures  from  which  it  can  be  determined 
what  the  approximate  ultimate  selling  price  must  necessarily  be  if  the  American 
valuation  feature  of  the  Fordney  Act  goes  into  effect. 

The  purpose  of  this  table  ana  of  the  principle  underlying  it  is  twofold.  First,  it 
makes  it  possible  to  compare  the  old  rate  of  duty  carried  by  the  present  act  with  the 
rates  of  duty  carried  by  the  Fordney  Tariff  Act;  and,  second,  it  makes  it  possible  to 
determine  the  approximate  necessary  American  selling  price  established  to  cover  the 
cost  of  the  article  and  the  duty  and  the  cost  of  selling. 

In  the  computation  the  American  selling  price  is  computed  at  100  per  cent.  In 
the  computation  we  have  allowed  the  importer  as  a  gross  profit  to  cover  freight,  insur- 
ance, landing  charges,  interest  on  invested  capital,  expenses  of  doing  business,  taxes, 
allowance  for  loss  due  to  the  import  of  unsalable  commodities,  commercial  losses, 
and  a  fair  return  by  way  of  profit  of  33§  per  cent  of  the  cost  plus  the  duty.  This  is 
equivalent  to  25  per  cent  of  the  selling  price.  In  other  words,  if  the  cost  plus  the 
divty  is  75  per  cent  of  the  selling  price,  33}  per  cent  thereof  is  25  per  cent  of  tne  gross 
selling  price. 
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Accordingly,  from  the  total  selling  price  of  100  per  cent  is  first  deducted  25  per  cent 
of  the  gross  selling  price  to  cover  gross  profit.  The  balance  of  75  per  cent  covers  the 
cost  f.  o.  b.  point  of  purchase,  plus  the  duty.  In  other  words,  if  an  article  is  free  of 
duty,  an  importer  can  afford  to  pay  75  per  cent  of  the  American  wholesale  selling  price 
for  tibe  article  f .  o.  b.  point  of  purcnase,  and  the  balance  of  25  per  cent  of  the  American 
selling  price  will  cover  his  additional  costs  and  his  profit.  If  the  duty  is  1  per  cent, 
there  remains  but  74  per  cent  of  the  American  selling  price  which  is  applicable  to 
the  forei^  cost,  and  for  each  increase  in  rate  of  duty  of  1  per  cent  of  the  American 
selling  pnce  there  must  be  a  corresponding  decrease  of  1  per  cent  of  that  selling  price 
which  IS  applicable  to  the  forei^  cost.  Apply  this  principle  to  novelty  jewelry  and 
we  have  this  •division  of  the  selling  price:  Twenty-five  per  cent  applicable  to  expense 
of  doing  business,  55  per  cent  tarin,  leaving  20  per  cent  of  the  American  selling  price 
wiiich  is  applicable  to  cost.  One  dollar  and  eighty  cents,  the  cost  of  our  article, 
taken  as  an  illustration,  is  20  per  cent  of  the  necessary  American  selling  price,  which 
woald  be,  according  to  this  computation,  |9.  In  the  earlier  part  of  this  memorandum 
we  have  seen  how  the  necessary  American  selling  price  would  reach  $8.97,  which  is 
approximately  $9,  as  shown  by  the  table. 

Similarly,  the  rate  of  duty  based  on  the  foreign  cost  can  Ukewise  be  computed.  Of 
the  selling  price^  25  per  cent  is  gross  profit,  55  per  cent  is  duty,  20  per  cent  is  left  for 
foreign  cost;  55  is  275  per  cent  of  20.  So  that  the  rate  of  duty  basea  on  foreign  coet 
can  be  computed  by  comparing  the  percentage  of  selling  price  applicable  to  duty 
to  the  percentage  of  selling  price  applicable  to  cost. 

We  have  given  a  table  based  upon  gross  profits  of  15  per  cent,  25  per  cent,  and  35 
per  cent  of  the  wholesale  selling  price,  which  would  show  a  distribution  between 
that  portion  of  the  American  selling  price  which,  will  be  payable  as  duty  and  that 
portion  which  can  be  paid  for  the  imported  article. 

If  we  take  the  overhead  of  25  per  cent,  our  table  would  be  constructed  as  followt* 
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Where  the  rate  of  duty  is  75  per  cent,  the  article  can  no  longer  be  imported,  because 
the  duty  of  75  per  cent  plus  the  gross  profit  required  of  25  per  cent  absorbs  the  entire 
selling  price  and  leaves  no  portion  thereof  applicable  for  payment  to  the  foreign 
manufacturer. 

Taking  this  table,  let  us  see  what  the  article  costing  11.80  could  be  sold  for. 

Turning  to  that  part  of  the  table  which  gives  a  rate  of  duty  of  55  per  cent,  we  see 
that  there  is  left  to  be  applicable  to  the  cost  of  the  commodity  20  per  cent  of  the  total 
American  selling  price,  so  that  $1.80  is  at  the  maximum  20  per  cent  of  the  Ameri- 
can selling  pnce.  One  dollar  and  eighty  cents  is  20  per  cent  of  $9,  from 
which  it  would  follow  that  an  article  of  wmch  the  American  selling  price  was  $9, 
oould  coet  the  importer  no  more  than  $1.80,  and  the  wholesale  price  would  be  five 
times  the  foreign  coet  of  the  article,  whereas,  at  the  present  time,  the  selling  price 
based  upon  the  same  calculation  would  be  13.84.    It  is  unnecessary  to  argue  that 
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upon  this  calculation,  and  with  thie  price  of  19  whole«ale,  the  article  which  was 
fonnerly  sold  for  t3.S4  could  not  poHHibly  be  sold. 

In  the  sama  manner,  the  duty  of  55  per  cent  of  the  American  selling  price  ia  275 
per  cent  of  the  foreign  cost  of  20  per  cent  of  the  selling  price.  This  same  calculation 
can  be  reached  from  the  table  for  any  rate  of  duty. 

We  have  constructed  additional  tables  because  the  committee  may  feel  that  an 
overhead  of  25  per  cent  ia  too  much,  or  would  prove  to  be  too  much  when  the  tariff 
loading  ia  considered.  Accordingly,  the  table  haa  been  constructed  with  only  a  15 
I>er  cent  allowance  of  groes  profit,  which  in  no  event  can  be  considered  excee- 
sive.  Based  upon  an  overhead  of  15  per  cent  of  the  selling  price,  we  f  nd  that  there  is 
applicable  for  the  coat  of  the  commodity,  30  per  cent  of  the  American  wholesale  selling 
pnce.  One  dollar  and  eighty  cents  is  30  per  cent  of  $6,  so  that  an  article  costing  11. SO 
could  be  sold  in'  the  United  States  for  not  leaa  than  96  ae  gainst  the  present  selling 
price  of  13.84. 

Referring  to  the  15  per  cent  table  again,  if  the  duty  is  55  per  cent,  an  article  which 
coat  $30  f.  0.  b.  point  of  purchase,  must  be  sold  in  the  United  SCatea  for  9100  and  the 
duty  will  be  $55  on  a  foreign  cost  of  S30,  or  183  per  cent  of  the  foreign  cost  compared 
to  60  per  cent  under  the  present  act.  In  the  same  way,  for  each  rate  of  duty,  there 
can  be  determined  the  approximate  American  sellinK  price  of  the  article,  ana  in  the 
oune  way  the  rate  of  duty  based  upon  the  forei^  selling  price. 

It  the  constant  overhead  ttdien  for  giosa  profit  is  15  per  cent,  then  the  duty  and  the 
amount  payable  for  the  imported  article  will  be  distributed  as  follows: 


From  this  table,  it  will  be  seen  that  when  the  rat«  of  duty  becomes  SS  per  cent,  it 
becomes  impossible  to  import  goods;  the  duty  plus  the  overhead  absorbs  all  of  the 
selling  price,  leaving  no  part  oi  the  selling  pnce  which  can  he  appropriated  for  the 
cost  01  the  article. 
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T  table  would  be  coDstructed  ap 


Where  the  rate  of  duty  ia  G5  per  cent,  the  article  cbd  no  longer  be  imported. 


It  can  be  reen  from  an  ioHpectioa  of  these  tahlea.what  the  effect  of  the  Fordney 
Tariff  Act  will  be  upon  any  importation.  It  multipliee  the  coat  to  such  an  extent  that 
the  importation  of  any  article  bearing  a  aubetantial  rate  of  duty  will  be  impoatjible, 
The  a-Bociation  believes  that  conaideration  of  tables  of  Ihifl  nort  will  demonatrat*  the 
futility  of  expecting  that  there  will  be  any  Bubetaattat  iniportation  of  any  articles 
carrying  a  sulKtlantial  rate  of  duty. 

It  is  submitted,  therefore,  that  either  the  American  valuation  feature  should  be 
abandoned,  or  in  the  alternative,  that  the  rate  of  duty  baaed  upon  the  American 
selling  price  ebould  be  reduced  to  a  point  where  the  duty  bears  approximately  the 
eame  proportion  of  the  foreign  coat  as  ia  borne  by  the  present  act. 
Respectfully  submitted. 

Lippman,  Spier  &  Hahn;  0.  Lisner  &  Co.;  Cohen  &  Roeenbeicer;  Sam- 
Btag 4  Hilder  Broa.;  A.  Sleinhardt  &  Bro. ;  Ben  Fleeeathal  di  Co.  (Inc.); 
Royal  Jewelry  Manufacturing  Co.;  Wm.  E.  Flory  A  Co.;  P>ed  &  Ben 
LeweothalCo.;  M.  GuEgenheim(Inc.);  W.  Reicharti  Co.;  Emerich  & 
SchoiBch;  Julee  Schwab  A  Co. ;  L.  Mendelson  4  Co. ;  Lewy  i  Co. ;  Guth- 
man,  Solomons  Co. ;  H.  Wolf  A  Co.;  L.  Heller  &  Son  (Inc.);  Wertheimer, 
Plehn4Levy(Inc.);  F.noffmanA  Co.;  A.  MiltenWg  &  Co.;  Wiener 
linn.;  Friedman  Co.;  M.  Goldberg  Son^. 


The  Chairman.  Mr.  Winter,  you  may  proceed.  What  industry 
do  you  represent ! 

Mr.  Winter.  I  represent  the  Manufacturers'  Association  of 
Britjgeport,  Conn.,  as  general  manager. 

T^e  Chairman.  Are  you  a  manu^cturer  yourself? 

Mr.  Winter.  I  am  not. 

The  Chairman.  What  is  your  business  f 

Mr.  Winter.  I  am  general  manager  of  that  association. 

The  Chairman.  Proceed. 
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Mr.  WiNTKii.  I  wish  to  submit  formally  a  petition,  a  copy  of  which 
has  been  sent  to  each  committee  member,  signed  by  66  out  of  92  of 
our  members. 

That  petition^  as  submitted,  was  placed  in  the  hands  of  each  of 
our  members  for  consideration,  accompanied  by  a  bulletin  trans- 
mitting it,  copy  of  which  I  will  submit.  At  the  bottom  is  the  authori- 
zation for  their  names  to  be  signed.  That  shows  the  method  and 
the  fact  that  66  out  of  92  signed  voluntarily.  Four  members  opposed 
it,  three  by  telephone  and  one  by  letter — Bullard  Machine  Tool  Co., 
Raybestos  Co.,  La  Resista  Corset  Co.,  and  Nichols  Underwear  Cor- 
poration.    I  would  like  to  read  the  letter  to  give  the  type. 

The  Chairman.  All  right. 

Mr.  Winter.  This  is  from  the  Bullard  Machine  Tool  Co. : 

Noting  your  circular  No.  1592  relative  to  American  valuation,  we  are  not  directly 
interested,  but  from  all  infonnation  we  can  gather  upon  the  subject  we  believe  that 
the  foreign  valuation  is  preferable  to  any  American  valuation,  and  we  are  therefore 
opposed  to  American  valuation. 

Senator  McCumber.  The  foiu*  that  you  say  opposed — ^were  they 
importers  as  well  as  manufacturers  ? 

Mr.  Winter.  The  Bullard  Machine  Tool  Co.  were  not  interested  as 
a  manufacturer.  The  other  three  were  manufacturers  interested 
from  that  viewpoint. 

I  want  to  pomt  out  that  these  66  members,  as  will  largely  appear 
from  the  names,  represent  a  diversified  interest,  all  kinds  of  manu- 
facturers, and  represent,  I  believe,  a  fair  percentage  of  our  State,  and, 
I  think,  of  our  Nation — the  diversified  manufacturing  interests — ^as 
to  how  they  stand  upon  this  question  of  American  valuation. 

As  I  have  heard  the  testimony  there  seems  to  be  a  question  largely 
between  the  manufacturer  and  the  importer.  I  want  to  emphasize 
in  that  connection  the  worker. 

Bridgeport  to-day  is  at  a  very  low  ebb  industrially.  We  are  below 
50  per  cent  normal.  The  factories  have  the  appearance  of  complete 
emptiness  a  lai^e  part  of  the  week,  because  tnree  days  a  week  is 
pernaps  the  average  now  working. 

Senator  Watson.  Is  not  that  partly  due  to  the  fact  that  you  manu- 
factui^d  war  materials  on  a  very  large  scale,  perhaps  more  so  than 
any  other  city  of  its  size  in  the  United  States,  and  that  that  has 
ceased  ? 

Mr.  Winter.  Only  to  an  extent,  but  that  is  also  true.  I  do  not 
want  to  maintain  that  our  wheels  are  not  going  to  turn  and  that  we 
are  not  coming  back,  but  it  is,  I  believe,  the  fair  consensus  of  opinion 
in  Bridgeport  and  of  Bridgeport  industries  that  American  valuation 
will  be  helpful;  that  the  unemployment  will  be  in  Germany  and  other 
nations  and  not  in  Bridgeport  if  we  can  have  not  only  American 
valuation  but  other  relief.  We  are  not  pessimists.  We  believe  we 
are  going  to  continue  business,  but  we  would  rather  have  the  unem- 
ployment on  the  other  side  of  the  water  than  in  Bridgeport,  and  that 
IS  one  of  the  steps  that  we  believe  would  help,  if  we  could  get  a  good 
stable  valuation  in  this  country. 

Senator  McCumber.  You  believe  it  would  stabilize  the  valuation  ? 

Mr.  Winter.  We  believe  so. 
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In  that  connection  I  think  that  a  classification  should  be  accom- 
plished somewhat  similar  to  that,  say,  of  the  official  classification  of 
the  railroads.  That  is,  a  valuation  committee  could  fix  a  price,  a 
fair,  representative  price  that  would  be  close  enough  for  rough  justice, 
so  that  every  manufacturer  and  every  importer  would  know  what  he 
was  going  to  pay  on  the  artiale  imported. 

Senator  McCumber.  That  is,  that  the  Government  itself  should 
proclaim  the  price  for  a  definite  period  ahead  1 

Mr.  Winter.  Until  changed  by  a  supplement  or  reissue  similar  to 
(he  railroads.  The  Official  Classification  is  not  a  bulky  thing.  It  is 
perhaps  twice  as  big  as  that  [illustrating],  and  yet  it  contains  prac- 
tically everything  that  is  imported  to-day,  because  all  imports  move 
over  our  railroaas.  A  stable  American  price  could  be  set  opposite 
the  articles — perhaps  not  in  every  instance.  Perhaps  appraisers  are 
necessary  in  certain  cases,  but  it  could  be  done,  and,  I  believe,  more 
easily  tlian  we  could  so  abroad  and  ascertain  the  prices  there  in  the 
various  nations  with  the  various  and  different  financial  arrangements. 

I  thank  you,  gentlemen. 

(The  papers  referred  to  are  as  follows:) 

Petition. 

We,  the  undersigned  members  of  the^  Manufacturers'  Association  of  Brid^portr 
Conn.,  respectfully  petition  that  American  valuation  be  adopted  for  levying  ad 
\'alorem  import  duties  for  the  reasons  hereinafter  set  forth. 

First.  The  existing  foreign  valuation  baas  has  always  been  a  prolific  cause  of  iu^ 
accuracies. 

These  unintentional  inacciiracies  result  in  discriminatory  situations  which  can  be 
eliminated  to  a  considerable  extent  by  adoption  of  an  American  valuation  basis. 

Second.  The  existing  foreign  valuation  basis  has  subjected  imported  duties  to  gross 
manipulation. 

These  intentional  frauds  result  in  loss  of  revenue  to  the  United  States  and  unfair 
compNBtition  which  the  American  valuation  inethod  would  materially  reduce. 

Third.  The  existing  foreign  valuation  basis  results  in  unequal  import  duties  on 
like  goods. 

Under  the  present  abnormal  and  fluctuating  foreign  exchange  the  only  practical 
method  for  imposing  equal  customs  duties  upon  like  articles  is  by  the  application  of 
an  American  valuation. 

Fourth.  The  existing  foreign  valuation  basis  forces  this  Government  to  violate  its 
obligation  to  admit  the  goods  of  certain  friendly  countries  on  eaual  terms. 

The  present  chaotic  condition  in  exchange  values  means  tnat  the  same  article 
from  Eneland,  France,  and  Germany  would  not  be  assessed  a  like  import  tax,  meas- 
ured in  dollars  and  cents. 

Fifth.  The  existing  foreign  valuation  basis  makes  the  United  States,  with  its  eco- 
Domic  stability,  the  natural  dumping  ground  for  the  products  of  foreign  countries 
baving  depreciated  currencies. 

Application  of  American  valuation  would  to  a  large  degree  wipe  out  the  present 
customs  duty  inequalities  by  requiring  like  imports  to  pay  the  same  dollars  and  cents 
tax. 

Sixth.  The  existing  foreign  valuation  bads  emphasizes  the  present  discrepancies, 
in  cases  Uke  Germany,  where  industry  is  subsidized  by  the  Government. 

In  Uus  case  a  percentage  ad  valorem  tax  based  on  foreign  values  falls  even  farther 
short  of  effecting  reasonable  equality,  a  situation  that  could  be  vastly  improved  by 
the  adoption  of  American  valuation. 

Finally,  continuation  of  the  existing  foreign  valuation  basis  means  not  merely 
the  depression  of  all,  but  the  absolute  extermination  of  certain  industries. 

American  valuation  is  at  present  an  essential  measure  for  self-preservation;  without 
it  the  factories  of-our  city,  State,  and  Nation  wiU  become  a  sacrifice  to  foreign  com- 
petiton,  and  a  nonproducing  class.    Furthermore,  an  inestimable  number  of  our 


224  TAHTFF  HEABINGS. 

citizens,  both  employers  and  employed,  will  sufiFer  the  hardships  which  necessarily 
follow  tne  partial  or  complete  stoppage  of  the  wheels  of  industry. 
Respectfully  submitted. 

Acme  Shear  Co.,  D.  C.  Wheeler,  president;  Aluminum  Manufacturers 
(Inc.),  S.  K.  Becker,  works  manager;  American  &  British  Manufac- 
turing Co.,  J.  C.  Stanley,  president;  American  Chain  Co.,  W.  B. 
Lashar,  president;  American  Fal^cs  Co.,  H.  A.  Phillips,  general 
manager;  American  Tube  St  Stami>ing  Co.,  £.  C.  Mayo,  president; 
Max  Ams  Machine  Co.,  J.  F.  Brenzinger,  general  manager;  Anderson 
Die  &  Machine  Co.,  N.  H.  Anderson,  general  mana^;  Automatic 
Machine  Co.,  Norman  Leeds,  treasurer;  Baird  Machme  Co.,  C.  L. 
Warner,  president;  The  Bassick  Co.,  W.  R.  Bassick,  general  manager; 
Bilton  Machine  Tool  Co,  C.  £.  Bilton,  president;  Black  Rock  Manu- 
facturing Co.,  G.  L.  Hammond,  president;  Bridgeport  Brass  Co., 
G.  P.  Miller,  treasurer;  Bridgeport  Chain  Co.,  C.  W.  Pinches,  treas- 
urer; Bridgeport  Coach  I^ace  Co.,  H.  B.  Naramore,  secretary;  Bridge- 
port Cutter  Works,  H.  F.  Noyes,  president;  Bridgeport  Deox.  Bronze 
<fc  Metal  Co.,  R.  D.  Whipple,  president;  Bridgeport  Die  &  Machine 
Co.,  J.  W.  Ogden,  president;  Bridgeport  Haurdware  Manufacturing 
Corporation,  W.  F.  Uobbs,  president;  Bridgeport  Metal  Goods  Manu- 
facturing Co.,  A.  S.  Lyhne,  president;  Bridgeport  Motor  Co.  ^nc), 
H.  H.  Brauti^am,  secretary;  Bridgeport  Piston  Ring  Co.,  W.  J.  rerry, 

S resident;  Bridgeport  Rolling  Mills  (Inc.),  A.  C.  Raffauf,  treasurer; 
Bridgeport  Safety  Emejy  Wheel  Co.,  A.  H.  Kean,  treasurer;  Bridge- 
port Screw  Co.,  R.  G.  Farrell,  president;  Bryant  Electric  Co.,  G.  W. 
Goodridge,  works  manager;  Canfield  Rubber  Co.,  C.  F.  Holcomb, 
president;  The  E.  W.  Carpenter  Manufacturing  Co.,  E.  W.  CarpeSiter, 
president;  Challenge  Cutlery  Corporation,  W.  £.  Primrose,  treasurer; 
Connecticut  Electric  Co.,  A.  H.  Trumbull,  president;  Cornwall  & 
Patterson  Manufacturing  Co.,  J.  T.  Patterson,  nresidentj  Curtis  & 
Curtis,  L.  B.  Curtis,  president;  Feeney  Tool  (5o.,  J.  M.  Feeney, 
president;  General  Electric  Co.,  W.  s.  Clark,  j^eneral  manager; 
Handy  <&  Harman,  G.  C.  Gerrish,  works  manager;  Heppenstall  Fon;e 
Co. J  C.  S.  Lindsay,  treasurer;  Housatonic  Macnine  &  Tool  Co.,  J.  W. 
Weir,  president;  Harvey  Hubbell  (Inc.),  G.  S.  Hadley,  8ecretar>'; 
International  Silver  Co.,  J.  G.  Ludlum,  general  manager;  Ives  Manu- 
facturing Corporation,  H.  C.  Ives,  president;  Jenkins  Bros.,  C.  V. 
Barrington,  general  manager;  Jennings  Bros.  Manufacturing  Co.. 
E.  A.  Jennings,  secretary;  Locomobile  Co.,  E.  L.  Larson,  general 
manager;  Manning,  Maxwell  &  Moore  (Inc.),  C.  H.  Graesser,  works 
manager;  Manufacturers'  Iron  Foundry,  F.  R.  (!ar8tcnsen,  treasurer; 
The  W.  S.  Mills  Co.,  W.  S.  Mills,  treasurer;  Monumental  Bronze 
Co.,  R.  M.  Sperry,  general  manager;  The  A.  H.  Nilson  Machine  Co., 
A.  H.  Nilson,  president;  N.  Palmer  &  Co.,  F.  C.  Clark,  president; 
Parrott  Varnish  Co.,  Harry  Hudler,  secretary;  Pequonnock  Foundr>', 
G.  E.   Kirsten,  president;  The   Porcupine   Co.,  J.  K.  Williamson, 

President;  Remington  Typewriter  Co.,  C.  W.  Berry,  works  manager; 
alts  Textile  Manufacturing  Co.,  Frederick  Rhodes,  treasurer;  F.  C. 
Sanford  Manufacturiitg  Co.,  F.  C.  Sanford,  president;  Siemon  Hard 
Rubber  Corporation,  C.  F.  Siemon,  president;  The  Sprague  Meter 
Co.,  W.  P.  Hutchinson,  general  manager;  Springfield  Manufacturing 
Co.,  H.  F.  Brandos,  president;  Spring  Perch  Co..  J.  C.  Hawley, 
treasurer;  Standard  Coupler  Co.,  G.  II.  Wood,  general  superintendent; 
Stanley  Rule  &  Level  Co.,  C.  E.  Zink,  general  manager;  Tait  & 
Sons  Paper  Co.,  W.  G.  Prior,  secretary;  The  T.  P.  Taylor  Co.,  F.  M. 
Hammond,  president;  White  Manufacturing  Co.,  C.  0.  Matthews, 
general  manager;  Wolverine  Motor  Works,  L.  I.  Snyder,  treasurer. 

Bulletin  of  the  Manupactitrbrs'  Association  op  thk  Citt  op  Bridobport, 

Conn.  (Inc.). 

american  valuation. 

:tN0.  1051) 

J0NB  3,  1»21. 

Important:  Please  act  on  this  matter  immediately  or  nass  it  on  for  the  attention  of 
the  proper  official.    Do  not  lay  it  aside  or  allow  it  to  be  nled  away. 

President  Harding,  Secretary  Hoover,  the  Chamber  of  Commerce  of  the  United 
States,  the  Manufacturers'  Association  of  Connecticut,  and  practically  all  industrial 
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organizations  and  plants  favor  witli  unufiual  unanimity  the  American  valuation  basis 
for  levying  ad  valorem  import  duties. 

The  call  has  gone  from  coast  to  coast  for  every  oi^ganization  to  do  its  bit  toward 
impressing  upon  Congress  the  fact  that  the  manu&cturing  interests  of  the  entire 
Nation  demand  the  adoption  of  American  valuation. 

In  order  that  this  association  may  take  a  concise  and  united  stand  in  reference  to 
this  question,  each  mem))er  in  favor  of  American  valuation  is  urged  to  sign  and  return 
to  this  office  the  attached  authorization  on  or  before  Wednesday,  June  8. 

AiJ»HEus  Winter,  General  Mcmager, 


authorization. 

Alpheus  Winter, 

General  Manager  Mantifacturers*  Association, 

You  are  hereby  authorized  to  aflfix  the  signature  of  this  company  p3  it  appears  below 
to  the  proposed  petition  covering  American  valuation,  for  presentation  to  the  mem- 
bers of  the  appropriate  congressional  committees. 

STATEMENT  OF  FEEDERICK  B.  WILCOX,  SECJIETABY  AND  TBEAS- 
XTKER,   AMERICAN  TEXTILE   CO.,   PAWTXTCKET,  R.   I. 

Mr.  Wilcox.  The  American  Textile  Co.,  Pawtucket,  R.  I.,  which 
we  represent,  manufactures  laces,  veils,  net,  and  kindred  fabrics  on 
Levers  machines.  We  favor  American  valuation,  with  rates  on  raw 
material  and  finished  goods  in  proportion. 

Our  plant  employs  about  450  and  is  the  largest  plant  in  the  United 
States  making  laces  of  the  character  previously  referred  to.  The 
value  of  our  production  in  1919  was  in  excess  of  $900,000  as  com- 
pared with  $6,608,000  total  production  of  Levers  laces  as  reported  in 
1019  to  the  Census  Bureau. 

Senator  Watson.  That  is  the  whole  production  ? 

Mr.  Wilcox.  In  this  country — in  the  United  States. 

Senator  Watson.  That  is,  you  manufacture  $900,000  worth  of  the 
$6,000,000  in  the  United  States  ? 

Mr.  Wilcox,  That  is  right,  sir. 

In  order  to  place  before  the  committee  a  typical  case  covering  the 
most  staple  article  of  manufacture  in  the  lace  business,  we  nave 
attached  Exhibit  A,  showing  three  samples  of  val  lace  which  are 
imported  and  sold  in  this  country  after  the  payment  of  all  duties 
under  the  present  emergency  tariff,  at  a  price  witn  which  it  is  impos- 
sible for  us  to  compete.  To  show  the  importance  of  the  manufacture 
and  sale  of  val  laces  by  domestic  manufacturers,  would  say  that  not 
less  than  40  per  cent  of  the  sale  of  laces  on  Levers,  should,  under 
normal  conditions,  be  obtained  from  the  sale  of  the  laces  of  this 
character. 

Nos.  10989,  22373,  and  22370  are  of  foreign  manufacture  and  priced 
at  20  cents,  30  cents,  and  30  cents  per  dozen  yards,  respectively,  this 
being  the  selling  price  in  the  New  York  market  at  the  present  time, 
as  confirmed  by  Exhibits  B  and  C.  Nos.  22373  and  22370  are  a 
much  better  quality  than  are  nimibers  of  our  manufacture.  Nos. 
9802  and  9807,  which  appear  also  on  Exhibit  A,  and  these  sold  foJ 
32  cents,  show  no  profit  to  the  American  Textile  Co.,  this  being  the 
bare  cost,  included  in  this  cost  the  selling  expenses,  but  no  charge 
for  depreciation  of  the  plant,  machinery,  etc.  We  wish  to  particu- 
larly emphasize  the  fact  that  No.  01989,  priced  at  20  cents,  is  either 
greatly  undervalued  on  a  proportionate  basis  of  size  or  else  the  other 
two  foreign  numbers  (22370  and  22373)  are  greatly  overvalued  from 
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the  standpoint  of  the  foreign  selling  price.  In  either  event  it  is 
impossible  for  domestic  manufacturers  to  compete  with  a  variation 
of  prices  running  from  10  to  30  per  cent  as  compared  with  goods 
landed  in  this  country  with  all  duties  paid.  We  can  supply  the 
committee  with  hundreds  of  similar  cases  if  it  is  the  desire  of  the 
committee  to  have  such  statistical  data  on  file. 

Senator  Watson.  Could  you  not  sufficiently  protect  your  product 
by  a  rate  high  enough?  Why  do  you  have  to  have  American 
valuation  ? 

Mr.  Wilcox.  Because  that  is  the  fairest  basis  we  can  go  on.  The 
great  trouble  in  the  past  has  been  the  undervaluation.  With  the 
miporters  themselves,  when  we  tried  to  sell  laces  in  years  past,  it 
has  openly  be«n  a  joke  with  them  that  most  laces  were  definitely 
undervalued  when  tney  came  into  this  country. 

Senator  Dillingham.  Do  you  think  most  of  them  were  under- 
valued ? 

Mr.  Wilcox.  I  would  not  say  most.  I  think  many  of  them  were 
undervalued  at  the  customhouses. 

Senator  Dillingham.  What  proportion  of  them  would  you  say 
were  undervalued '? 

Mr.  Wilcox.  I  do  not  think  anybody  in  the  world  could  give  an 
intelligent  opinion  as  to  that. 

Senator  Dillingham.  But  you  have  some  information  on  the 
subject. 

Mr.  Wilcox.  Wo  know  this,  that  on  the  val  laces,  which  constitute 
from  40  to  50  per  cent  of  the  lace  made  on  the  Levers  machine,  it  is 
impossible  to  compete  with  foreign  prices. 

Senator  Watson.  Do  those  come  mostly  from  Switzerland  ? 

Mr.  Wilcox.  Mostly  from  France.  Of  course  the  exchange  situa- 
tion is  a  factor  there,  but  it  has  always  been  so  under  normal  exchange 
conditions  since  the  Aldrich  bill  was  changed  to  the  Underwood  bill. 

Senator  Dillingham.  How  does  the  price  at  whicjii  they  have  been 
sold  in  this  country  compare  with  your  production  cost? 

Mr.  Wilcox.  The  price  at  which  they  have  been  sold  in  this  country 
is  generally  from  10  to  25  per  cent  less  than  our  production  cost;  that 
is  about  tne  way  it  would  figure  in  these  exhibits  that  I  am  filing 
with  the  committee. 

In  connection  with  the  argument  frequently  advanced  that  it  would 
be  impossible  for  the  customs  department  to  obtain  the  American 
valuation  of  goods  landed  in  this  country,  would  say  that  the  customs 
department  has  been  valuing  for  years  the  cotton  yarns  imported  by 
this  company,  which  yams  are  made  exclusively  in  England,  there 
being  no  American  manufacturers  of  this  product  in  the  finer  counts, 
whicn  in  some  cases  are  used  bv  us. 

We  have  also  included  in  Exhibit  D'  the  actual  duty  paid  by  us 
under  the  present  tariff  on  purch  ases  of  yarn  made  during  the  past 
two  years,  to  show  the  wide  fluctuation  of  such  duty  payments 
because  of  the  difference  in  price  as  between  the  date  of  purchase 
of  the  yarns  and  the  date  of  the  invoices.  As  compared  with  the 
duty  under  the  present  tariff  of  2  2^  per  cent  to  27^  per  cent,  the  duty 
actually  paid  by  the  American  Textile  Co.  has  ranged  from  11  per 
cent  to  58^  per  cent,  because  of  the  fluctuation  in  prices  and  exchange 
rates  during  the  last  two  years .  (See  Exhibit  C.)  We  believe  that 
such  fluctuations  are  inevitabl  e  during  such  a  period  and  that  they 
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would  be  no  greater  under  the  American  valuation  plan.  As  a  matter 
of  fact,  under  the  American  valuation  plan,  the  importer  who  purchases 
^oods  abroad  should  certainly  be  as  well  assured  of  the  cost  landed 
in  this  country  as  has  been  the  case  during  the  last  two  to  five  years, 
as  the  importers  have  been  subjected  to  the  same  fluctuations  that 
we  have  m  landing  importations. 

The  lace  industry  has  suffered  for  many  years  from  undervaluation 
of  imported  laces  and  to  such  an  extent  that  without  American 
valuation,  we  believe  the  lace  industry  is  doomed  in  this  country. 
The  American  Textile  Co.  has  a  capital  investment  of  $700,000  and 
in  only  one  year  of  the  last  7  years  nas  it  earned  an  operating  profit, 
notwithstanding  the  most  rigid  economy  in  all  departments  of  its 
business.  (See  Exhibit  E.)  The  president  and  treasurer  have 
served  for  many  years  without  salary  or  any  compensation  whatever, 
and  the  board  of  directors  have  also  for  many  years  given  their 
services  to  the  company  as  required  without  compensation,  even  as 
represented  by  a  nominal  director's  fee. 

During  the  last  five  years,  three  lace  manufacturers  in  Rhode 
Island  have  gone  out  of  business  as  a  result  of  the  general  conditions 
ailectin^  the  industry,  and  one  other  company  has  recently  been 
reorganized  with  a  very  large  loss  to  the  original  investors  in  the 
enterprise. 

Are  there  any  questions  ? 

The  Chairman.  How  much  of  an  increase  in  duty  do  you  need  on 
the  basis  of  the  American  valuation? 

Mr.  Wilcox.  We  feel  that  on  the  basis  of  the  former  duty,  the 
same  duty  should  be  placed  on  lace  in  the  new  bill  as  was  placed 
upon  it  in  the  old  bill,  with  the  American  valuation  plan  both  for 
yam  and  lace;  that  is,  the  duty  on  imported  yarn,  wnich  is  freely 
used  by  the  lace  manufacturers,  has  not  been  reduced.  It  remains 
the  same.  We  feel  that  the  duty  on  lace  should  remain  the  same  as 
in  the  old  act,  substituting  the  American  valuation. 

Senator  Watson.  The  present  law  ? 

Mr.  Wilcox.  Yes,  sir;  substituting  the  American  valuation  for  the 
foreign  valuation. 

Senator  McCuMber.  You  want  an  increased  duty,  in  effect? 

Mr.  Wilcox.  Yes,  sir. 

The  Chairman.  What  increase  would  it  be  over  the  Payne-Aldrich 
rate  I 

Mr.  Wilcox.  The  Fordney  bill  as  passed  by  the  House  increases 
the  duty  about  10  per  cent  I  should  say  over  the  Payne-Aldrich  rate. 
The  present  rate  of  duty  on  the  basis  of  American  valuation  would 
probably  show  an  increase  of  about  80  per  cent  over  the  Payne- 
Aldrich  rate.  The  lace  manufacturers  on  the  basis  of  American 
valuation  would  of  course  be  obliged  to  pay  fnuch  higher  prices  for 
imported  yarn  than  under  the  Payne-Alarich  act. 

(The  exhibits  referred  to  are  as  follows:) 

Exhibit  B. 

New  York,  July  25 ^  1921. 
American  Textile  Co., 

Pawtuchety  R.  I. 

Gentlemen:  The  moet  staple  set  of  vals  in  our  line,  as  you  know,  is  the  gooseneck 
set,  our  No.  9807  set.  At  the  prices  at  which  we  have  this  set  marked  to-day  it  is 
simply  impossible  to  sell  it  on  account  of  the  European  competition.    Inclosed 
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please  find  a  sample  of  a  double  gooseneck,  No.  010989,  being  sold  in  small  quantities 
in  the  market  by  Hyman  Bauman  &  Co.,  115  Fifth  Avenue,  at  20  cents  per  dozen, 
regular  terms,  7/10/60  extra.  One  of  their  salesmen  stated  to  a  customer  to-day  if 
they  would  buy  a  quantity,  they  could  give  them  a  lower  price  even  than  20  cents  a 
dozen.  You  can  readily  see  that  we  are  up  a^inst  it,  as  in  my  opinion  our  machines 
will  not  be  able  to  start  again  on  vals  as  it  is  simply  out  of  the  question  to  try  and  do 
any  business  with  this  line.  No  doubt  I  will  have  other  samples  to  send  you  of  goose- 
neck vals  showing  that  all  the  importers  can  undersell  us. 

Inclosed  please  also  find  a  much  finer  set  than  ours.  Nos.  22373  and  22370,  at  30 
cents  per  dozen,  regular  terms,  being  sold  in  the  market  by  Goodman  &  Dessauer. 
If  any  customer  wanted  to  buy  a  quantity  from  them  no  doubt  they  can  sell  it  cheaper. 
R^ret  exceedingly  that  conditions  are  such  that  we  can  not  possibly  sell  any  vab 
for  you,  but  as  I  have  submitted  so  many  times  samples  showing  how  cheaply  im- 
porters can  sell  vals  and  still  make  a  profit,  I  am  sure  you  imderstand  it. 
Yours,  truly, 

Americak  Textile  Co. 

E.  A.  Freeman. 


ExHiBrr  G. 

Sample  010989.'  Ofifered  by  Hyman  Bauman  &  Co.,  115  Fifth  Avenue,  New  York 
City,  at  20  cents  per  dozen. 

Analysis  shows:  Made  of  140/2  and  90/1  yam;  12  point  machine;  16  carriage  width; 
16  inches  to  the  rack  quality. 

Samples  22373  and  22370.  Offered  by  Goodman  &  Dessauer,  Eighteenth  Street  and 
Fifth  Avenue,  New  York  City,  at  30  cents  per  dozen. 

Analysis  shows:  Made  of  140/2  and  90/1  yam;  12  point  machine;  20  carriage  width; 
16  inches  to  the  rack  quality. 

Both  these  samples  are  standard  merchandise.  Both  are  made  of  the  same  material 
and  the  quality  is  exactly  the  same,  the  only  difference  being  the  width. 

It  is  seen  that  the  prices  are  inconsistent.  If  the  price  of  22373  and  22370  is  correct 
and  not  overpriced,  pattern  010989  represents  imdervaluation  or  dumping. 

Compare  our  No.  9802  and  No.  9807  standard  vals,  which  under  present  conditions 
figured  with  to-day's  price  on  raw  material  and  to-day's  reduced  labor,  9802  and 
9807  can  not  be  sold  at  30  cents  per  dozen  without  loss,  and  patterns  22370  and  22373 
are  better  quality  than  our  9802  and  7. 

Pattern  010989  should  be  priced  at  not  less  than  16/20  or  4/5  of  the  selling  price  of 
pattem  22373  (30  cents)  or  24  cents  per  dozen. 

This  is  not  an  isolated  or  unusual  case,  but  merely  illustrates  what  is  happening 
continually  and  has  been  going  on  for  years  to  the  detriment  of  the  domestic  lace 
industry.    This  can  easily  be  verified  by  any  domestic  manufactulrer. 

American  valuation  may  not  entirely  remedy  this  condition,  but  it  certainly  wii' 
go  a  long  way  toward  it. 


Exhibit  D. 

American  Textile  Co., 
Pawtucketj  R.  /.,  July  t9,  1921. 

The  lace  trade  uses  fine  counts  of  yarn  at  present  not  manufactured  in  this  countr>', 
so  we  are  compelled  to  import  from  England  our  so-called  "bobbin  yams.*'  We 
are  importers  as  well  as  manufacturers.  We  use  approximately  $200,000  worth  of 
imported  yams  a  year.  The  accompanying  list  shows  the  percentage  of  duty  i>aid 
on  the  various  yams  which  we  have  imported.  This  percentage  is  figured  on  the 
price  paid  to  the  English  spinner.  It  will  be  noted  that  the  amount  of  duty  actually 
paid  is  <}uite  different  from  the  ad  valorem  rate.  This  is  brought  about  by  the  fluc- 
tuation in  the  prices  abroad  as  well  as  the  variance  in  exchange. 


Count. 


7fyi 
9(yi 


Duty. 


Percent, 

25 
25 


Paid  on 

purdtose 

price. 


Percent. 
33-^ 


11  -25 


Count. 


14(V2. 
1<XV2. 


Duty. 


Percent. 


m 

27j 


Paid  on 

purchase 

price. 


Percent 
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Co9t  per  pound  of  yams  from  Europe  for  American  Textile  Co. 


Date  of  order. 


DateofinToioe. 


Cooot. 


I 


Mar.  6, 1918.. 
June  27, 1919. 
July  1,1919.., 

Do 

June  27, 1919. 

Do 

Aug.  1,1919.. 
June  27, 1919. 
Aug.  1,1919.. 

Do 

Do 

Not.  14, 1919. 
.\ug.  1,1919.. 
Nov.  14, 1919. 
Oct.  14, 1919.. 
Jan.  1, 1920... 

Do 

Do 

Jio 

Jan.  2, 1920... 
Nov.  19, 1919. 
Jan.  2, 1920... 
Nov.  19, 1919. 
Jan.  2, 1920... 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

l>o 

Sept.  4, 1918.. 

Do 

Sept.  4,  1918. 


Jan.  18, 1919.. 
Oct.  9, 1919... 

do. 

Oct.  28, 1919.. 

do 

do 

do 

Jan.  2, 1920... 

do 

Jan.  8, 1920... 
Jan.  9, 1920... 

do 

Jan.  19, 1920.. 
Feb.  5, 1920. . 
Feb.  72, 1920.. 
Feb.  26, 1930.. 
Mar.  10, 1920. 
Mar.  24, 1920. 
May  11, 1920.. 
Aug.  9,  1620.. 

do 

Nov.  22, 1920. 
Dec.  23, 1920. 

do... 

Jan.  18, 1921.. 
Jan.  24, 1921.. 

do 

Jan.  31, 1921.. 
Feb.  9, 1921.. 
Feb.  26,  1921. 
Mar.  21,  1921. 
Apr.  4, 1921.. 
May  9,1921... 
Nov.  22, 1918. 
Dec.  13, 1918. 
Jan.  31, 1919.. 


Sept.  11,  1919. 

do 

Oct.  10, 1919.. 

do 

Oct.  27, 1919.. 

do 

Dec.  3, 1919.. 
do 


May  16, 1919 June  6. 1919 . 

Do June26, 1919. 

I 

July  8, 1919 ;  July  17, 1919 

Aug.  12, 1919 

July  8, 1919 

Aug.  12, 1919 

Julys,  1919 ;.. 

.\ug.  12,  1919 

Julys,  1919 

.^ug.  12,  1919 

Julys,  1919 

Aug.  12, 1919 

Oct.  16. 1919 

Aug.  12, 1919 

Oct.  16. 1919 

Aug.  12,  1919 

Oct.  16, 1919 

Dec.  31, 1919 

Oct.  16, 1919 

Dec.  31, 1919 

Oct.  16, 1919 

Do 

Dec.  31, 1919 

Oct.  16,1919 

Dee.  31, 1919 

Dec.  24, 1919 


Jan.  16, 1920.. 

do 

Feb.  9, 1920.. 

do 

Mar.  1,1920.. 

do 

Apr.  15, 1920. 

do 

May  10, 1920. 

do 

June  14, 1920. 

do 

July  7, 1920... 

do 

Aug.  20, 1920. 


160/2 

9(V1 
14(V2 
140/2 

90/1 

90/1 
140/2 

90/1 
140/2 
140/2 
140/2 
140/2 
140^. 

140/2  I 
140/2  1 
140/2  1 
140/2 
140/2 

98/2 
160/2 

98l2 
160/2 

9^ 

9^ 
160/2 
160/2 

9S1/2 
160/2 
160/2 
160/2 
160/2 
160/2 
160/2 
160/2 
160/2 
160/2 
140/2 
140/2 

90/1 
140/2 

70/1 
160/2 

70/1 
160/2 

70/1 
160/2 

70/1 
160/2 

70/1 
160/2 

70/1 
160/2 

70/1 
160/2 

70/1 
160/2 

70/1 
160/2 

70/1 

70/1 
100/2 

70/1 
160,/2 

70/1 


Price 

per  pound 

Duty  per 

paid 
spinner. 

pound. 

$2.55 

lass 

2.39 

.79 

2.21 

.85 

2.21 

.93 

2.39 

.87 

2.39 

.80 

2.21 

.85 

2.40 

.88 

2.23 

.95 

2.23 

.75 

2.16 

•  69 

2.92 

.69 

2.16 

.72 

3.02 

.68  < 

3.02 

.76 

3.51 

1.24 

a  51 

.85 

3.51 

.96 

3.48 

1.27 

3.11 

.34  , 

2.95 

.77 

3.11 

.41 

2.95 

.77  1 

3.11 

.34  ! 

3.11 

.34 

2.95 

.75 

3.87 

.75 

3.11 

.34 

3.83 

.75 

3.83 

.77 

3.83 

.77 

3.83 

.77 

3.83 

.8.5 

2.84 

.80 

2.84 

.80  , 

1,U 

.86  1 

3.07 

.86 

2.13 

.65 

2.12 

.65 

2.33 

.64 

2.03 

.79 

1.87 

.57 

3.02 

.97  1 

1.85 

.56  1 

3.02 

.97 

1.85 

.T,7 

3.02 

LOT) 

1.85 

.57 

3.02 

.80 

2.10 

.49 

3.04 

.76 

2.17 

.43  I 

3.03 

.83 

2.16 

.53 

3.04 

.84 

2.17 

.53 

3.04 

1.78 

2.17 

.78  ■ 

3.78 

1.90 

1.98 

.95 

1.98 

1.06 

3.78 

1.96 

1.98 

1.06 

3.78 

1.96 

3.07 

.35 

Percent 

invoice 

value  paid 

for  duty. 


25 

35} 

24 

27J 

36^ 

11 

26 

13 

26 

11 

11 

25i 

}?» 
'^ 

20 
20 
22 

28| 
28^ 
30^ 

28 


Cost  per 
pound. 


$3.38 
3.18 
3.06 
3.14 
3.26 
3.19 
3.06 
3.28 
3.18 
2.98 
2.85 
3.61 
2.88 
3.70 
3.78 
4.75 
4.36 
4.47 
4.75 
3.45 
3.72 
3.52 
3.72 
3.45 
3.45 
3.70 
4.62 
3.45 
4.58 
4.60 
4.60 
4.60 
4.68 
3.64 
3.64 
3.70 
3.93 
2.78 
2.77 
2.97 
2.82 
2.44 
3.99 
2.41 
3.99 
2.42 
4.02 
2.42 
3.82 
2.59 
3.80 
2.60 
3.86 
2.69 
3.88 
2.70 
4.82 
2.9."^ 
5.68 
2.93 
3.04 
5.74 
3.04 
5.74 
3.42 


Cost  do  not  include  freight,  eanndar  fees,  cost  of  spools  and  cases,  cartage,  customs  entry,  and  clearance 
services. 
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Exhibit  E. 

American  Textile  Co.  operating  results. 
[Note.— operating  deficits  in  italic.] 


Gross 
sales. 


1913 |594,80a30 

1914 1  639,994.17 

1915 1  641, 73a  46 

1916 681,852.92 


Operating 
profits. 


9996.68 
118, 963.60 

7,019.78 


1917 
1918 
1919 
1920 


Gross 
sales. 


1637,270.33 
716,22417 
934,832.97 
668,327.01 


Operating 
profits. 


itS,6S8.iO 

Si.  96 

101,671.39 

8,8SS,SS 


The  Chairman.  Is  there  any  gentleman  present  who  has  been 
overlooked  and  not  been  given  an  opportunity  to  be  heard  ? 

(No  response.) 

The  committee  will  adjourn  for  the  day,  as  the  list  of  those  who 
desire  to  be  heard  has  been  exhausted.  We  will  resume  to-morrow 
with  the  gentlemen  who  were  to  be  notified  to  appear  to-morrow, 
and  with  every  prospect  of  closing  the  hearings  on  valuation  and 
proceeding  on  Wednesday  to  the  hearings  on  the  embargo,  which 
will  close  the  open  hearings,  for  the  present,. as  already  announced, 
until  the  committee  can  meet  in  executive  session'  and  consider  the 
questions  involved  in  valuation  and  embargo. 

The  witnesses  are  excused  and  the  room  will  be  cleared  for  the  use 
of  the  committee. 

(Whereupon,  at  12.30  o'clock  p.  m.,  the  committee  adjourned 
until  to-morrow,  Tuesday,  August  2,  1921,  at  10.30  o'clock  a.  m.) 

Tuesday,  August  2, 1921. 

The  committee  met,  pursuant  to  adjournment,  in  room  312, 
Senate  Office  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boies  Penrose 
presiding. 

Present:  Senators  Penrose  (chairman),  Smoot,  McCumber,  Dilling- 
ham, Watson,  McLean,  Curtis,  Simmons,  and  Walsh. 

The  Chairman.  The  committee  will  come  to  order.  The  hearing 
will  be  continued,  and,  it  is  hoped,  will  be  finished  to-day,  on  the 
individual  testimony  relating  to  American  valuation,  so  called. 

The  first  gentleman  to  be  heard,  according  to  the  schedule,  is 
Mr.  H.  D.  Bowie.     You  represent  Mr.  J.  L.  Ambery,  do  you  not? 

Mr.  Bowie.  I  represent  the  American  Doll  Manufacturers* 
Association. 

The  Chairman.  You  are  actually  in  the  doll  manufacturing  busi- 
ness yourself? 

Mr.  Bowie.  Yes,  sir. 

The  Chairman.  Proceed. 

STATEMENT   OF  H.    D.    BOWIE,   BEPBESENTING  THE   AMEBIC AK 
DOLL  MANUFACTTTBEBS'   ASSOCIATION,  NEW  YOBS,  N.   Y. 

Mr.  Bowie.  The  American  valuation,  which  is  the  subject  at 
hand,  with  regard  to  dolls,  is  the  only  subject  which  I  care  to  talk 
about.  The  fact  that  dolls  are  manufactured  at  the  present  time  in 
only  two  countries  outside  of  the  United  States— -Oermany  and 
Japan — puts  dolls  into  the  class  of  goods  and  merchandise  manu- 
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factured  only  in  countries  of  low  labor  costs;  and  under  the  present 
method  of  assessment  of  duties  it  is  always  in  favor  of  the  country 
that  has  the  extremely  low  labor  cost.  There  is  no  other  country 
at  the  present  rate  of  exchange  and  with  the  present  wages  that 
is  able  to  compete  in  shipping  dolls  to  the  American  market. 

Previous  to  the  war  there  were  practically  no  dolls  manufactured 
in  America.  During  the  war  we  built  up  an  industry  of  about 
twelve  to  fifteen  miUion  dollars,  without  the  competition  of  Germany. 
It  was  during  the  war  that  Japan  entered  into  the  field. 

In  the  previous  hearings  betore  the  Ways  and  Means  Committee 
the  question  of  duty  on  dolls  came  up.  The  rates  asked  for  were 
far  in  excess  of  any  before  heard  of,  with  the  currency  revision 
proposition  which  was  expected  at  that  time  to  be  of  some  help  to 
us,  and  then,  when  this  new  tariff  bill  was  written,  including  the 
American  valuation,  we  for  the  first  time  saw  the  possibility  of  com- 
peting with  German  merchandise  and  even  with  Japanese  mer- 
chanaise. 

The  market  value  of  merchandise  is  absolutely  unobtainable  in 
such  countries  as  Japan,  for  the  reason  that  there  are  no  dolls  of 
the  type  imported  into  the  United  States  made  in  Japan  except  for 
exportation.  In  the  so-called  commercial  institute  in  Japan  Amer- 
ican manufactured  products  collected  by  the  Japanese  consular 
service  are  on  display,  with  American  prices,  and  it  is  from  those 
samples  of  every  conceivable  kind  of  merchandise  that' the  Japanese 
manufacture  comparable  merchandise  and  ship  it  to  the  American 
market. 

There  are  absolutely  no  dolls  similar  to  the  type  sold  in  America 
made  in  Japan  for  Japanese  consumption.  You  could  travel  the 
whole  length  of  Japan  and  you  would  not  see  them  in  any  shop. 
The  market  price  oi  the  doll  is  the  invoice  value.  There  is  no  home 
market  value  of  the  merchandise. 

Because  of  the  fact  that  it  has  been  testified  here  that  there  is  keen 
competition  in  the  doll  business,  I  brought  with  me  two  small  samples 
of  practically  comparable  merchandise  to  show  you  and  to  quote  the 
domestic  selling  price  and  the  present  wholesale  selling  price  in  New 
York  of  those  two.     I  have  them  here  in  my  grip. 

This  doll  [indicating]  is  a  doll  of  German  manufacture,  and  this 
[indicating]  is  a  doll  of  American  manufacture.  It  was  manufac- 
tured durmg  the  war  without  competition,  but  at  the  present  time 
is  in  competition  with  German  merchandise  now  coming  in.  This 
doll  was  bought  from  a  jobber  in  New  York  at  $11.18  a  dozen.  This 
doll  [indicating]  is  the  product  of  a  doll  factory  in  New  York.  The 
head  is  the  product  of  a  pottery  factory  in  New  Jersey,  and  the  wig 
is  made  bv  a  wigmaker  in  New  York.  The  total  assembled  doll 
could  be  sold  to  the  jobber  or  to  the  wholesaler  in  New  York  for  about 
$30  a  dozen. 

Senator  McCumber.  The  other  is  sold  for  how  much  ? 

Mr.  Bowie.  $11.18". 

Senator  McCumber.  After  paying  duty  i 

Mr.  Bowie.  After  paying  duty.  It  is  sold  by  a  jobber  to  a  retailer 
for  resale;  but  this  aoU  [indicating]  will  be  sold  by  a  manufacturer 
to  a  retailer  for  $30  a  dozen. 

The  Chairman.  Are  they  of  similar  weight  and  material  ? 
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Mr.  Bowie.  The  dolls  are  hardly  exactly  comparable.  The  German 
doll  is  a  little  shorter.  The  head  is  a  little  larger.  It  would  be  pos- 
sible to  secure  an  exactly  comparable  doll  to  this.  The  Grerman 
merchandise  runs  up  in  varying  ranges.  The  American  merchan- 
dise, on  account  of  the  high  cost  of  the  dies  and  the  machines, 
are  made  in  fewer  sizes.  The  Grerman  merchandise,  being  a  home- 
made product,  they  have  been  able  to  make  a  considerably  larger  and 
longer  range.  If  this  doll  were  made  in  America  in  the  same  size 
it  would  cost  yery  little  diflFerent.  It  is  simply  the  weight  of  the 
material,  and  the  labor  entering  into  it  would  be  exactly  the  same. 

Senator  Walsh.  Are  these  prices  the  preyailing  current  prices,  or 
are  they  exceptional  ? 

Mr.  Bowie.  That  doll  [indicating]  was  bought  from  a  jobber. 

Senator  Walsh.  In  the  regular  course  of  business  ? 

Mr.  Bowie.  In  the  regular  course  of  business,  and  the  price  quoted 
is  the  manufacturer's  regular  price. 

It  would  be  easy  enough  to  adjust  the  American  valuation  on  mer- 
chandise made  in  this  country.  The  fact  of  comparable  merchandise 
entering  into  this  in  most  countries,  to  my  mind,  would  be  simply 
for  the  reason  that  most  of  the  merchandise  imported  into  this  coun- 
try is  manufactured  from  samples  taken  from  this  country  to  the 
qtner  country  for  manufacture.  In  the  case  of  Japan  that  is  abso- 
lutely true.  A  sample  is  taken  from  this  country  by  somebodj^  in- 
terested in  Japanese  manufacture,  and  they  copy  the  details.  It 
should  be  easy  and  simple  with  that  method  of  manufacture  to  find 
articles  that  are  comparable,  as  they  are  manufactured  from  an 
article  taken  across. 

There  is  one  other  point  a  little  outside  of  the  doll  manufacture. 
We  have  at  the  present  time  been  receiving  large  orders  for  this 
year's  business  which  would  be  considered  nothing  before,  but  they 
are  quite  considerable  orders  from  Canada,  due  to  the  fact  that 
Canada  has  just  placed  a  duty  amounting  to  12  cents  on  German 
merchandise,  whereas  the  American  department  stores  are  standing 
still,  or,  as  you  have  heard  so  often,  on  tneir  way  back,  having  bought 
Grerman  merchandise. 

It  seems  possible,  according  to  the  reports  that  we  see  in  the 

Sapers  that  uerman  competition  will  be  ruinous.     For  instance,  the 
[ew  York  Times  has  an  article,  dated  Jidy.25,  headed  ''German  in- 
dustries entering  on  a  boom;  artificially  cheap  labor  and  coal  are 
basis  of  general  revival  in  many  branches." 
It  goes  on  to  say,  in  short: 

The  simple  explanation  of  the  mvstery  of  Germany's  economic  revival  is  hard  work 
plus  cheap  raw  materials,  artificially  cheap  coal  and  labor,  the  latter  conditioned  by 
artificially  cheap  bread  and  housing,  all  artificial  because  maintained  solely  by  State 
control  through  fixed  maximum  prices. 

The  Journal  of  Commerce  and  Commercial  Bulletin  of  July  29,  1921,  has  a  long 
article  on  the  low  wages  in  Germany,  which  says,  among  other  things: 

"  The  current  opinion  that  Germany  (given  complete  freedom  to  export,  which  does 
not  at  present  exist)  could  undersell  the  other  great  commercial  nations  is  imques- 
tionably  correct,  for,  measured  by  their  gold  equivalent,  German  wages  are  indeed 
extraordinarily  low.  In  May  the  average  hourly  wage  of  a  skilled  metal  worker  was 
6.60  marks,  which  at  present  dollar  exchange  is  about  10  cents  gold." 

I  simply  quote  those  extracts  to  show  the  comparison  with  the 
wages  in  America  in  the  doll  factories  to-day.  Last  year  the  average 
wage  paid  in  New  York  State  for  factory  labor  I  understand  was 
about  $25.     We  were  paying  an  average  wage  to  our  workers  last 
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year  of  $27.  That  included  both  men  and  women,  with  a  percentage 
slightly  in  favor  of  the  women.  The  workers  in  the  pressroom  who 
make  these  dolls  make  an  average  of  $40.  There  are  at  present  in 
New  York  City  over  2,000  people  who  were  formerly  employed  in  doll 
manufacturing  out  of  work. 

Senator  Smoot.  You  refer  to  the  wage  per  week  ? 

Mr.  Bowie.  Yes,  sir.  There  is  only  one  factory  working  in  New 
York,  which  happens  to  be  our  own,  and  we  are  operating  on  one- 
quarter  time.  Ine  other  three  so-called  large  factories  have  been 
closed  tight  since  practically  the  first  of  the  year. 

Senator  Walsh.  What  is  the  high-water  mark  of  activity  in  this 
industry  duringthe  year  ?  , 

Mr.  Bowie.  During  the  war  the  demand  for  goods  in  this  country 
made  the  buymg  season  compare  with  the  former  import  buying 
season.  In  January,  February,  and  March  we  secured  our  orders  and 
started  to  manufacture  against  orders  in  hand.  I  might  say  that  for 
the  past  four  years  that  condition  prevailed,  and  we  always  had 
something  to  look  forward  to.  This  year,  in  January,  February, 
March,  and  April,  our  sales  were  about  one-tenth  of  what  they  were 
in  the  previous  year,  and  as  we  went  on  manufacturing  we  have  in 
stock  aoout  three  times  as  much  ^oods  as  we  have  sold. 

Senator  Walsh.  That  would  indicate  that  the  wholesalers  and 
retailers  are  holding  back  their  orders  ? 

Mr.  Bowie.  The  wholesalers  and  retailers  have  gone  abroad  and 
placed  a  certain  amount  of  business  abroad  and  are  either  waiting  for 
that  merchandise  and  not  intending  to  place  orders  with  us,  or  they 
anticipate  lower  prices  in  this  country. 

I  suppose  that  we  are  in  the  same  nx  as  every  other  manufacturer. 
There  is  very  little  buying. 

It  is  within  the  province,  I  think,  of  this  committee  to  make  a 
drastic  change  in  tariff  legislation,  such  as  American  valuation,  and 
that  will  immediately  start  this  country  on  a  buying  basis,  because  if 
this  American  valuation  goes  through  nearly  everybody  will  know 
exactly  what  the  merchandise  is  going  to  cost,  and  we  will  at  least 
start  in.  We  need  some  very  drastic  legislation  of  this  type,  which 
would  overthrow  the  customs  service  work  for  the  past  hundred 
years  and  put  them  on  an  entirely  new  basis. 

Senator  Walsh.  Prior  to  the  war  can  you  state  what  percentage  of 
the  dolls  sold  in  this  country  were  imported  ? 

Mr.  Bowie.  Previous  to  the  war  I  think  there  were  about  $2,000,000 
worth  of  dolls  imported. 

Senator  Walsh.  What  was  the  value  of  the  product  made  in 
America  ? 

Mr.  Bowie.  The  product  made  in  America  at  that  time,  I  think 
in  1914,  was  around  three-quarters  of  a  million  dollars.  During  the 
war  that  business  grew  to  about  $12,000,000,  due  to  the  fact  that 
there  were  about  125  to  130  manufacturers  who  entered  the  field. 

Senator  Walsh.  So  that  the  consumption,  so  to  speak,  of  dolls 
during  the  war  increased  from  three-quarters  of  a  million  to  twelve 
millions  ? 

Mr.  Bowie.  Previous  to  the  war  we  had  very  little  export  business. 
Two  years  ago  we  sold  over  $100,000  worth  of  goods  in  South  America. 
At  the  present  time  we  can  not  sell  a  dollar's  worth  of  goods  in  South 
America. 
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Senator  Smoot.  The  prices  were  a  great  deal  higher,  too. 

Mr.  Bowie.  It  would  represent  quite  a  decline  in  prices,  this  year. 

Senator  Walsh.  Those  are  very  startling  figures;  do  you  not  think 
so,  gentlemen,  that  this  industry  should  increase  during  the  war  from 
three-ouarters  of  a  million  dollars  to  twelve  million  dollars  ? 

Mr.  Bowie.  That  was  due  primarily  to  the  fact  that  there  was  an 
effort  to  sell  the  dolls  in  this  country  due  to  the  possibility  of  being 
able  to  put  dolls  in  places  where  they  had  never  reached  before,  but 
other  countries  can  come  back  and  get  into  the  fields  we  have  opened. 

I  just  want  to  say  one  thing  more  about  the  value  of  the  merchan- 
dise abroad  with  the  idea  of  3ie  buyer  of  the  merchandise  in  view. 

I  had  the  4)leasure  of  going  abroad  and  buying  merchandise. 
When  a  man  goes  abroad  to  buy  merchandise  he  has  one  thing  in 
view — he  goes  to  buy  and  to  compete  with  the  merchandise  manu- 
factured in  America.  He  knows  tne  value  of  the  merchandise  before 
he  goes  abroad.  If  he  knows  the  duty  is  10,  20,  or  30  per  cent,  he 
knows  exactly,  when  he  goes  abroad,  how  much  less  he  has  to  pay  in* 
order  to  compete.  It  seems  only  natural  that  the  buyers  shoula  go  to 
the  nation  wnere  they  know  that  the  labor  costs  are  low,  where  mer- 
chandise can  be  produced  75  per  cent  cheaper  than  it  can  be  produced 
in  this  country.  When  the  merchandise  comes  into  this  country 
this  country  collects  a  duty  of  25  per  cent  of  the  real  value  of  the 
merchandise. 

There  is  another  feature,  that  merchandise  coming  into  this 
country  to-day  is  coming  in  at  prices  ridiculously  low.  There  have 
been  prices  quoted  in  these  various  hearings  that  it  seems  almost 
impossible  that  merchandise  could  be  made  for;  and  that  merchandise 
is  not  always  comparable,  as  I  am  frank  to  admit  has  been  brought 
out.     It  is  to  a  certain  extent  camouflaged  merchandise. 

If  the  American  valuation  should  be  adopted  and  you  place  a 
duty  on  an  article  that  that  is  supposed  to  represent — and  they  claim 
that  it  is  the  same  in  material,  looks,  fabric,  and  everything — there 
would  be  more  value  in  the  merchandise  than  we  are  getting  From  the 
other  side,  because  it  would  hardly  pay  a  man  to  buy  an  article  for  5 
cents  if  he  knew  he  was  going  to  pay  25  cents  duty  on  it.  The  flood 
of  cheap  merchandise,  which,  to  a  certain  extent,  is  the  curse  of  this 
country,  would  be  stopped  more  by  this  American  valuation  than  by 
assessing  any  amount  of  duty  that  could  be  put  on,  because  it  would 
bring  the  merchandise  up  to  the  standard  of  good  merchandise. 

The  Chairman.  The  next  gentleman  to  be  heard  is  M^.  H.  C.  Ives. 

8TATBMENT  OF  H.  C.  IVES,  BEFBESENTINa  THE  TOT  MANUFAC- 
TUBEitSOF  THE  UNITED  STATES  OF  AMERICA  (INC.),  NEW  YORK, 

N.  Y. 

The  Chaibman.  You  appear  for  Mr.  F.  D.  Dodge,  do  you  not, 
Mr.  Ives  ? 

Mr.  Ives.  Yes,  sir;  I  appear  for  Mr.  Dodge  and  for  the  Toy  Manu- 
facturers of  the  United  States  of  America.  I  am  also  a  manufacturer 
in  Bridgeport,  Conn.,  and  head  of  the  Ives  Manufacturing  Corporation. 

The  Chairman.  You  are  a  toy  manufacturer  yoursen? 

Mr.  Ives.  I  am,  sir. 

The  Chairman.  Will  you  state  briefly  your  views  ? 

Mr.  Ives.  Yes,  sir;  I  will  be  very  brief.  I  have  a  statement  to 
submit,  and  I  would  like  to  make  a  few  remarks  in  connection  with  it. 
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• 

In  submitting  our.  statement  on  American  valuation  we  desire  to 
state  in  the  beginning  that  we  shall  discuss  this  question  only  on  its 
merits  as  the  basis  for  assessing  ad  valorem  duties. 

The  opponents  of  American  valuation  are  experts  on  foreign  invoice 
values  or  importers. 

The  proponents  are  men  who  are  experts  on  American  market 
values  or  Government  officials  whose  duties  require  them  to  weigh 
evidence. 

Government  experts  who  have  spoken  in  favor  of  American  valua- 
tion are  such  men  as  Judge  Marion  De  Vries,  Chief  Justice  of  the 
United  States  Court  of  Customs  Appeals;  Hon.  Herbert  C.  Hoover, 
Secretary  of  Commerce;  and  James  B.  Reynolds,  for  five  years 
Assistant  Secretary  of  the  Treasury  in  charge  of  the  Customs  Service — 
men  trained  to  consider  evidence  and  to  determine  whether  a  case 
has  been  proved.  These  men  are  unanimous  in  their  testimony  that 
foreign  valuation  has  failed  and  that  American  valuation  is  necessary 
and  feasible.  Those  who  have  been  for  years  hearing  evidence  on 
foreign  market  values  maintain  that  they  are  seldom  accurately  ob- 
tained and  that  instead  the  invoice  values  of  individual  shipments  are 
used  as  the  basis  for  estimating  duties.  And  still  further,  that  those 
invoice  values  are  not  in  many  cases  true  values.  Sufficient  evidence 
has  been  introduced  to  prove  oeyond  any  reasonable  doubt  that  great 
pains  has  been  exercised  by  foreign  exporters  to  confuse  or  conceal 
the  true  foreign  market  value. 

Experts  who  have  appeared  in  opposition  to  American  valuation 
are  Government  employees  whose  duties  are  to  find  values  and  who, 
we  understand,  in  practice  come  to  depend  upon  invoices  from  abroad 
for  their  information. 

Employees  whose  work  is  of  this  type  are  proverbially  opposed  to 
change  as  any  employer  can  testify. 

I  have  just  had  a  case  of  that  kind  in  my  own  plant  in  reorganizing 
the  detail  workers,  those  who  have  been  working  on  detail.  These 
employees  objected  to  the  reorganization  scheme  and  did  not  want  it. 
As  soon  as  they  found  out  how  the  new  scheme  would  woik  and  how 
the  work  was  coming  on  they  are  the  most  valuable  ones  that  we 
have.  I  think  when  they  come  to  see  what  this  thin^  means  you 
will  have  a  wonderful  lot  of  workers  in  connection  with  the  American 
valuation  plan. 

The  business  men  who  are  coming  here  to  oppose  this  change 
are  either  importers  who  are  really  agents  of  foreign  manufacturers, 
or  merchants  who  import  a  greater  or  smaller  volume  of  goods. 
The  opposition  of  the  nrst  class  is  easily  understood — they  naturally 

f>ref er  a  system  which  in  practice  takes  invoice  values  as  the  basis 
or  duties  and  which  leaves  the  determination  of  the  accuracy  of 
those  values  to  agencies  located  in  a  foreign  country  surrounded  by 
all  the  difficulties  that  it  is  possible  to  impose. 

That  is  one  of  the  evils  that  we  feel  exists  at  this  time,  and  it  is 
hard  for  me,  at  the  same  time,  to  comprehend  why  the  American 
merchant  is  so  much  in  favor  of  the  old  regime.  Certainly  every 
dollar's  worth  of  merchandise  which  is  imported  into  the  United 
States  and  sold  takes  that  much  away  from  the  purchasing  power  of 
the  American  pubtic. 

One  has  only  to  go  up  through  New  England  to  see  what  real 
depression  is.     The  entire  section  of  Now  England,  where  most  of 
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the  small  articles  are  made — ^notions,  buttons,  and  everything  of  that 
description  which  the  import  articles  conflict  with — ^is  practically 
dead.  I  am  quite  sure  that  if  you  should  go  through  the  mercantile 
establishments  of  the  coimtry  to-day  you  would  find  them  fairl3^ 
well  stocked  with  Ger'aan  merchanaise  while  our  own  plants  are 
lying  idle. 

Wnen  it  comes  to  the  discussion  of  the  ease  of  determining  Ameri- 
can values  we  feel  that  there  is  no  one  more  competent  to  speak  on 
that  point  than  the  American  business  man.  He  certainly  is  Quali- 
fied; and  as  far  as  determining  American  values  is  concernea,  he 
certainly  is  competent  to  do  it  himself,  because  he  has  to  buy  American 
products  from  all  over  the  United  States,  from  all  points,  and  has 
to  buy  them  far  in  advance. 

There  is  no  difficulty  whatever  in  determining  American  values. 
The  business  man  buys  his  materials  on  that  basis,  and  therefore 
there  is  no  difficulty  whatever  in  the  Government's  finding  out 
what  the  American  values  are. 

Senator  Simmons.  That  might  be  so  if  a  particular  product  was 
produced  in  the  United  States;  but  suppose  it  is  not  produced  in 
the  United  States,  but  there  is  some  other  product  sold  in  the  United 
States  as  a  sort  of  substitute  for  it  of  comparable  value.  Would 
you  have  difficulty  then  ? 

Mr.  Ives.  I  would  say  not,  sir.  There  is  the  estabUshed  American 
value  there.  That  is  brought  down  by  the  local  competition,  Ameri- 
can competition,  one  man  with  the  other. 

Senator  Simmons.  How  would  you  establish  comparable  value? 
The  thing  is  not  produced  here,  x  ou  want  to  find  something  that 
is  produced  here  with  which  you  can  compare  it.  You  tell  the  com- 
mittee that  you  would  find  no  difficulty  in  finding  that  thing  of  com- 
parable value.  Why,  in  your  judgment,  should  we  adopt  compar- 
able value  for  the  purpose  of  increasing  the  valuation  if  the  thing  is 
not  produced  in  the  United  States  at  ell  ? 

Mr.  Ives.  If  the  thing  is  not  produced  in  the  United  States,  it 
would  seeift  to  be  entirely  up  to  the  judgipent  of  the  customs  officials. 

Senator  Simmons.  What  is  your  idea,  where  a  thing  is  not  pro- 
duced in  the  United  States,  of  forcing  up  its  value  by  comparing  it 
with  some  other  product?  What  is  accomplished  upon  the  theory 
of  tariff  protection?  What  is  accomplished  by  that?  If  the  thin'g 
is  not  produced  at  all  in  the  United  States,  why  should  you  go  about 
seeking  something  of  comparable  value  for  the  purpose  of  raising 
the  valuation  of  that  ? 

Mr.  Ives.  We  could  not. 

Senator  Simmons.  You  could  not  imder  the  act  ?  Is  that  your 
construction  of  it  ?    That  is  not  my  construction  of  it. 

Mr.  Ives.  It  would  seem  to  me  that  that  is  a  matter  entirely  in 
the  discretion  of  the  customs  officials.  If  an  article  is  not  compara- 
ble with  any  other  article  in  America,  they  have  to  use  their  own 
judgment. 

Senator  MgCumbeb.  If  it  is  sold  in  America,  they  can  find  out  the 
selling  price  in  America  ? 

Mr.  Ives.  They  could. 

Senator  Simmons.  But  there  is  produced  in  this  country  something 
of  comparable  value.     I  think  that  is  the  language  of  the  act.     You 


AMERICAN  VALUATION,  287 

think  that  you  ought  to  make  that  the  standard  for  the  valuation  of 
that  product  ? 

Mr.  Ives.  I  have  a  httle  example  here.  Take  the  duty  on  toys, 
which,  under  this  bill,  I  believe,  is  10  per  cent.  The  toy  costs  in 
Germany  $6.  The  American  price  on  competing  merchandise  is  SIO. 
The  cost  of  the  German  article,  including  the  duty,  would  be  $10. 
If  the  American  manufacturer  should  raise  the  price  to  $12,  the 
German  toy  would  then  cost  $6  plus  40  per  cent  of  $12  ($4.80),  or 
S10.80;  $10.80  immediately  gives  the  importer  an  advantage  of  $1.20 
over  the  American  manufacturer. 

Senator  Simmons.  In^other  words,  if  you  are  producing  a  toy  and 
Grermany  is  not  selling  that  specific  toy  at  all,  and  you  can  find 
some  other  toy  that  the  children  might  like  just  as  well  and  it  would 
sell  just  as  well  as  that,  th^n  you  v^ue  the  article  that  you  produce 
just  according  to  the  value  pi  this  toy  that  you  think  is  just  about 
as  popular  as  your  toy  ? 

Mr.  Ives.  Ii  it  is  comparable. 

The  Chairman.  Are  not  the  cases  where  there  is  nothing  compa 
rable  very  rare  ? 

Mr.  Ives.  Quite  so. 

Senator  Smoot.  J  think  the  bill  provides  for  that. 

Senator  Simmons.  Then  you  leave  it  verj  largely  to  the  discretion 
of  the  appraiser  to  go  out  and  find  something  comparable. 

Senator  Smoot  (reading) : 

*  *  *  shall  mean  the  value  of  the  imported  merchandise  on  said  date  for  sale 
(trhether  or  not  there  shall  he  an  actual  sale),  for  consumption  or  use  in  the  United 
States  in  its  condition,  etc. 

Senator  Simmons.  I  am  talking  about  finding  a  comparable  article. 
As  I  understand  this  witness  and  as  I  understand  this  bill,  the  ap- 

S raiser  would  go  out  and  look  for  something  of  comparable  value, 
tf  course,  he  would  be  aided  very  largely  by  the  producer  in  this 
country  in  finding  it,  but  in  the  last  an&lysis  you  would  have  to  rely 
upon  tne  judgment  of  the  appraiser  as  to  whether  it  was  of  compa- 
rable value  or  not. 

The  Chairman.  The  case  is  so  rare,  as  I  understand  it^ — 

Senator  Simmons.  If  it  is  so  rare,  there  might  not  be  any  particu- 
lar necessity  of  including  it.  It  is  only  upon  tne  theory  that  it  occurs 
frequently 

The  Chairman.  It  does  not  occur  frequently. 

Senator  Simmons  (continuing).  That  there  is  any  excuse  for  inject- 
ing this  very  indefinite  and  uncertain  element  into  this  bill. 

Mr.  Ives.  I  might  say  for  your  further  information  that  everv  year, 
early  in  the  season,  in  New  York  there  is  held  what  is  called  a  toy 
fair.  At  that  fair  the  products  of  the  toy  manufacturers  are  shown, 
from  the  big  manufacturers  to  the  small  manufacturers.  Every  line 
is  represented  there.  Prices  at  that  time  are  quoted  for  the  year. 
It  is  a  very  simple  matter  for  an  appraiser  to  visit  that  fair  and  famil- 
iarize himself  with  prices.  In  fact,  all  the  buyers  attend  that  fair 
before  going  abroad,  and  the  foreign  manufacturers  get  a  line  on  what 
the  American  manufacturer  is  doins  at  the  same  time.  It  is  the 
simplest  matter  in  the  world  to  make  comparisons  and  get  all  the 
data  necessary. 

Senator  Simmons.  Say,  for  instance,  that  you  are  producing  a 
child's  horn.     Suppose  the  Germans  send  in  a  horn  that  is  something 
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like  it  and  that  is  much  more  popular  than  yours,  because  probably 
it  is  a  little  diflFerently  made.     Do  you  think  that  you  should  compare 
those  two  things  in  order  to  get  the  value  ? 
Mr.  Ives.  Comparable  price  and  quality. 

Another  thing  that  it  has  a  tendency  to  do  is  to  get  the  American 
manufacturer  up  on  his  toes  and  keep  hun  alive  and  keep  him  working, 
planning  and  contriving  to  beat  his  foreign  competitor.  It  also  means 
that  the  foreign  competitor  is  going  to  do  tne  same  thing,  which 
results  in  better  merchandise.     We  must  be  put  on  a  parity. 

Senator  Si^imons.  If  you  are  producing  enough  toys  in  tins  country 
for  the  children,  although  the  Germans  may  have  some  other  toys 
that  are  altogether  different  from  yours,  you  do  not  want  them  to 
come  in  and  sell  them  to  the  fathers  and  mothers' in  this  country 
except  at  the  price  of  having  the  value  of  tfieir  toys  raised  to  the  value 
of  your  toys,  although  they  may  be  of  a. different  kind  or  character? 
Mr.  Ives.  There  is  very  little  chance  for  variation,  sir.  It  is  a  mat- 
ter of  the  ingenuity  of  one  manufacturer  compared  with  that  of 

another 

Senator  McCumber.  Is  there  anything  imported  from  Germany  or 
elsewhere  that  has  not  its  prototype  in  America  ? 
Mr.  Ives.  Hardly. 

Senator  McLean.  Do  you  not  think  that  the  rising  generation  of 
American  children  can  be  safely  brought  up  on  American  toys? 

Mr.  Ives.  Absolutely;  and  the  matter  of  a  toy  is  a  matter  of  the 
early  education  of  the  child.  Why  not  bring  them  up  on  American 
ideas  instead  of  on  German  ideas?  There  is  the  point.  Why  buy 
German  toys  for  American  children,  or  why  buy  Japanese  toys  ? 

Senator  oimmons.  Why  not  follow  your  argument  ri^ht  on  and 
say  that  America  can  produce  anything  she  needs,  and  therefore  we 
do  not  want  anything  to  come  from  abroad  ? 

Mr.  Ives.  We  want  to  do  as  Germany  does.  We  want  to  accept 
those  things  that  we  need  and*  not  accept  those  things  that  we  do  not 
need.  We  could  not  ship  a  toy  into  Germany  to-day,  but  Germany 
ships  them  into  this  country. 

Senator  Simmons.  You  would  like  to  see  an  embargo  upon  e\cery 

product  that  is  produced 

Mr.  Ives.  No,  sir;  you  do  not  get  me  right. 
Senator  Simmons.  That  is  the  logic  of  your  proposition. 
Mr.  Ives.  I  want  to  see  the  American  toy  manufacturer  have  a 
fifty-fifty  break  with  the  foreign  importer.     That  is  a  good  sporting 
man's  proposition.     We  do  not  want  anything  more. 

Senator  McLean.  Is  there  any  reason  why  we  should  give  Ger- 
many the  benefit  of  the  doubt? 

Mr.  Ives.  Not  to  my  way  of  thinking.  I  believe  in  America  for 
the  Americans. 

Senator  Simmons.  I  am  perfectly  wilUng,  if  you  gentlemen  want 
to  frame  a  tariff  to  protect  a  similar  article  produced  in  this  country, 
that  you  should  do  it;  but  if  you  want  to  frame  a  tariff  which  incli-  • 
rectly  would  work  an  embargo,  I  am  against  it. 

Mr.  Ives.  If  you  will  take  pains,  sir,  to  look  at  the  brief  submitted 
by  the  Toy  Manufacturers  of  the  United  States  of  America  you  will 
find  that  all  they  ask  for  is  a  good  sporting  man's  chance,  a  fifty-fifty 
break.  If  that  is  not  good  enough  for  anybody,  I  do  not  know 
what  is. 
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Senator  Simmons.  My  own  judgment  about  it  is  that  this  provision 
is  introduced  for  the  purpose  of  starting  out  upon  a  scheme  of  em- 
barjTO. 

1&.  Ives.  I  never  got  that  impression  from  it. 

Senator  Smoot.  That  is  the  first  time  I  have  ever  heard  it  inti- 
mated. 

Senator  Watson.  Senator,  if  you  did  not  impose  a  tariff  that  would 
protect  the  American  manufacturer  from  an  article  that  is  com- 
parable to  what  is  being  made  in  this  country,  you  might  ju^t  as  well 
not  have  a  tariff  at  all. 

Senator  Simmons.  Senator,  there  is  hardly  anything  in  certain 
lines  where  you  can  not  find  something  that  can  be  used  as  a  substi- 
tute for  it. 

Senator  Watson.  That  is  quite  true;  but  if  you  do  not  protect  the 
American  manufacturer  from  that  article  that  is  comparable  to  what 
he  is  making,  }^ou  might  just  as  well  not  have  a  tariff,  because  that 
comparable  article  comes  in  and  puts  him  out  of  business. 

Senator  Simmons.  This  provision  not  only  purports  to  protect  a 
particular  article  and  to  further  protect  it  by  raising  the  valuation,  but 
It  proposes  to  extend  that  same  protection  to  eveiy  article  that  could 
be  used  as  a  substitute  for  it. 

Senator  Smoot.  Not  at  all. 

Senator  Watson.  Is  not  that  entirely  right? 

Senator  Simmons.  No.  Put  the  duty  directly  upon  the  substitute, 
if  you  want  to,  but  not  put  it  indirectly' upon  the  substitute. 

Senator  Watson.  We  will  argue  that  out  in  the  committee. 

Mr.  Ives.  I  have  here  a  statement  or  brief  as  drawn  up  by  the 
association  which  I  will  submit.     It  covers  the  field. 

The  Chairman.  It  will  be  printed  in  the  notes  as  a  continuation  of 
the  witness's  statement. 

Mr.  Ives.  I  would  like  to  have  it  entered  as  evidence,  sir. 

The  Chairman.  I  want  to  tell  all  the  witnesses,  as  I  have  done 
heretofore,  that  if  they  will  apply  to  the  clerk  ample  opportunity 
will  be  given  them  to  correct  the  proof  of  their  remarks.  It  is  the 
desire  oi  the  committee  to  have  them  as  accurate  as  may  be.  It  is 
the  fault  of  the  gentlemen  concerned  if  they  let  them  get  into  the 
permanent  record  in  any  slipshod  way. 

Senator  Watson.  Have  wages  been  reduced  in  your  establishment  ? 

Mr,  Ives.  Yes,  sir. 

Senator  Watson.  How  much  ? 

Mr.  Ives.  I  should  say  10  to  12  per  cent. 

Senator  Smoot.  What  are  you  paying,  now,  on  the  average,  for 
labor? 

Mr.  Ives.  My  position  is  this:  I  have  a  lot  of  employees  that  have 
been  with  me  for  a  great  many  years,  good,  staid,  steady  people,  and 
rather  than  come  down  too  severely  on  the  wage  I  have  called  them 
all  in  session  and  had  a  heart-to-heart  talk,  and  mcreased  production, 
which  would  seem  to  me  is  the  more  liberal  way  of  doing,  until  such 
time  as  it  is  absolutely  necessary  to  go  further. 

Senator  MoCumber.  You  have  increased  their  efficiency  ? 

Senator  Watson.  Pardon  me.  You  did  not  answ^er  the  question. 
What  is  the  average  wage  ? 
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Mr.  Ives.  I  am  afraid  that  you  have  hit  me  on  an  embarrassing 
question^  because  they  are  divided  up • 

The  Chairman.  You  employ  a  good  many  women,  I  suppose? 

Mr.  Ives.  The  women  are  getting  on  an  avera^  of  $15  to  $16  a 
week,  which  is  a  pretty  good  wage  at  this  time.  The  pressmen  are, 
on  an  average,  on  day  work,  of  50  cents  an  hour,  but  they  are  working 
on  a  bonus  scheme  which  helps  them  out  a  little  over  that.  It  is  a 
very  good  wage  at  this  time. 

The  Chairman.  Do  you  employ  many  children  ? 

Mr.  Ives.  I  can  not  do  that. 

The  Chairman.  You  can  employ  them  after  they  pass  a  certain 
age. 

Mr.  Ives.  There  are  about  a  dozen  that  have  to  leave  at  4.20  in  the 
afternoon;  that  is,  during  vacation  time.  That  is  another  point 
where  we  are  terribly  handicapped  when  it  comes  to  foreign  com- 
petition. 

The  Chairman.  I  know  that. 

Mr,  Ives.  We  have  to  go  up  against  child  labor  and  home  labor, 
all  of  which  we  can  not  do  in  our  Bne  of  industry. 

The  Chairman.  The  committee  realizes  that  and  has  had  it  pre- 
sented to  them. 

Senator  Walsh.  Where  is  your  factory  located  ? 

Mr.  Ives.  In  Bridgeport,  doim. 

The  Chairman.  Hav6  you  anything  further  to  say  to  the  com- 
mittee ? 

Mr.  Ives.  '  Nothing,  unless  you  have  any  further  questions. 

BRIEF  or  B.  C.  rVES,  REPBBSBNTUrO  THE  TOY  XANXTFACTUBEBS  OF  THE  UBXTED 

STATES  OF  AXEBIOA  (nrC). 

Ill  submitting  our  statement  on  American  valuation,  we  desire  to  state  in  the 
besrinning  that  we  shall  discuas  this  question  only  on  its  merits  as  the  basis  for  assess- 
ing ad  valorem  duties.  We  recognize' that  American  valuation  must  stand  or  fall  on 
that  point.  That  fact,  of  course,  is  familiar  to  members  of  this  committee,  but  so 
many  witneseea  have  seemed  confused  in  regard  to  it  that  we  feel  that  it  is  wise  to 
make  our  position  clear  at  the  opening  of  the  anrument. 

Several  witnesses  have  based  their  objections  to  American  valuation  on  the  ground 
that  they  consider  the  rates  of  duty  in  the  bill  as  passed  by  the  House  of  Representa- 
tives too  high  and  prohibitive.  Even  if  that  were  the  case,  such  an  argument  does 
not  prove  that  American  valuation  in  itself  is  unreasonable  and  unworkable.  The 
rate  on  toys  may  be  too  low  but  we  defer  all  argument  on  that  rato  until  your  committee 
takes  up  consideration  of  that  section  of  the  tariff  bill. 

The  opponents  of  American  valuation  are  experts  on  foreign  invoice  values  or 
importers. 

The  proponents  are  men  who  are  experts  on  American  market  values  or  Government 
ofti(*ials  whose  duties  require  them  to  weigh  evidence. 

Government  experts  who  have  ppoken  in  favor  of  American  valuation  are  such  men 
as  Judge  Marion  De  Vries,  Chief  Justice  of  the  United  States  Court  of  Customs  Appeals, 
Hon.  Herbert  C.  Hoover,  Secretary  of  Commerce,  and  James  B.  Reynolds,  for  five 
years  Assistant  Secretary  of  the  Treasury^  in  charge  of  the  customs  service — ^men 
trained  to  consider  evidence  and  to  determine  whether  a  case  has  been  proved.  These 
men  are  unanimous  in  their  testimony  that  foreign  valuation  has  failed  and  that 
American  valuation  is  necessary  and  feasible.  Those  who  have  been  for  years  hear- 
ing evidence  on  foreign  market  values  maintain  that  they  are  seldom  accurately 
obtained  and  that,  instead,  the  invoice  values  of  individual  shipments  are  used  as 
the  basis  for  estimating  duties.  And  still  further,  that  those  invoice  values  are  not 
in  many  cases  true  values.  Sufficient  evidence  has  been  introduced  to  prove  beyond 
any  reasonable  doubt  that  great  pains  has  been  exercised  by  foreign  exporters  to 
confuse  or  conceal  the  true  foreign  market  value. 

Exports  who  have  appeared  in  opposition  to  American  valuation  are  Government 
employees  whoso  duties  are  to  find  values  and  who,  we  understand,  in  practice  come 
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to  depend  upon  invoieee  from  abroad  for  their  information.  Has  one  of  them  been  a 
man  who  has  tried  in  European  countries  or  any  country  to  <;et  foreign  market  ^nedues? 
Can  they  show  that  the  records  which  they  have  compiled  in  New  York  or  other  ports 
contain  such  data  as  of  the  date  of  exportation  of  any  considerable  portion  ot  the 
merchandise  they  appraise?  Reference  was  made  before  your  conmiittee  to  500,000 
numbers  of  laces  on  record  in  New  York.  Is  any  of  that  data,  much  lees  the  bulk  of  it, 
anything  other  than  foreign  invoice  values — ^not  market  value? 

Employees  whose  work  is  of  this  type  are  proverbially  opposed  to  change  as  an^ 
empk>yer  can  testify.  Such  workers  get  accustomed  to  a  certain  method  and  their 
whole  temperament  rebels  against  a  change.  In  any  office  in  the  country  a  change, 
such  as  the  one  proposed  from  foreign  value  to  American  value,  would  be  vigorously 
opposed  by  the  routine  workers  and  could  only  be  put  into  operation  if  the  manager  or 
owner,  who  correspond  to  the  judicial  and  Treasury  officers  of  the  Government,  round 
the  need  for  it  and  insisted  that  the  detail  workera  adopt  the  new  principle  and  find 
the  ways  and  means  necoKiary  to  carry  it  out. 

The  business  men  who  are  coming  here  to  oppose  this  change  are  either  importers 
who  are  really  agents  of  foreign  manufacturers  or  merchants  who  import  a  greater  or 
smaller  volume  of  goods.  The  opposition  of  the  first  class  is  easily  understood — ^they 
natunJly  prefer  a  system  which  in  practice  takes  invoice  values  as  the  basis  for  duties 
and  which  leaves  the  determination  of  the  accuracy  of  those  values  to  agencies  located 
in  a  f<Meign  country  surrounded  by  all  the  difficulties  it  is  possible  to  impose.  Further, 
it  is  necessary  to  disprove  the  invoice  value,  otberwipe  it  stands.  It  is  very  difficult 
to  secure  the  evidence  that  a  court  requires.  Therefore  the  so-called  ca««3  of  under- 
valuation do  not  measure  the  extent  of  undervaluations,  because  the  greater  bulk  are 
cases  in  which  undervaluation  is  strongly  suspected  but  the  legal  evidence  can  not 
be  obtained. 

The  opposition  of  the  merchants  who  are  dependent  upon  American  workers  for 
their  tzade  is  more  difficult  to  understand.  Why  should  the  investment  in  hundreds 
of  factories  be  jeopardized  to  save  department  stores  from  inconvenience  in  pricing 
a  small  per  cent  of  their  goods  and  appraisers  from  the  trouble  of  developing  a  new 
system  of  records  and  new  methods  for  finding  values? 

llie  American  business  men  who  are  appearing  in  favor  of  American  valuation  are 
men  who  know  from  long  experience  that  they  suffer  from  evils  that  are  inherent  in 
foreign  value  as  the  basis  for  ad  valorem  duties.  They  say  we  know  that  imported 
goods  have  repeatedly  been  placed  on  sale  at  prices  which  can  only  mean  that  the 
full  amount  of  duty  was  not  collected.  They  are  helpless  to  a?«Bt  the  Government 
in  determining  foreign  value-i  but  are  able  and  ready  to  place  their  own  records  at 
the  disposal  of  the  Government,  and  these  will  prove  American  values  adequately 
and  easdly. 

And  when  it  comes  to  the  disc^ussion  of  the  ease  of  determining  American  values, 
who  is  more  competent  to  speak  on  that  point  than  an  American  business  man?  Is  he 
not  better  qualified  than  the  representative  in  tliis  country  of  a  foreign  manufiu;turer? 
American  manufacturers  are  finding  American  values  every  day — the  success  of  their 
business  depends  on  it.  American  manufacturing  is  highlv  competitive.  If  a  manu- 
facturer should  go  into  the  market  for  raw  materials  and  fail  to  find  the  true  market 
value,  and  buy  accordingly,  he  would  soon  go  into  bankruptcy.  No  factory  could 
survive  if  the  purchasing  department  did  not  know  how  to  get  American  values  and 
did  not  buy  accordingly.  Tnese  manufacturers  tell  your  committee  out  of  the  long 
expedience  they  have  had  that  American  values  can  be  found,  and  they  would  loan 
to  the  Government  their  purchasing  agents  or  other  trained  men  who  could  in  a  short 
time  install  the  system  required  to  enable  the  appraisers  to  get  results  just  as  readily. 

Objection  is  raised  by  majiv  opponents  of  American  valuation  that  the  markets  of 
the  United  States  are  scattered,  whereas  the  markets  abroad  are  concentrated.  Ameri- 
can business  men  meet  that  situation  every  day  when  thev  buy  materials.  And  their 
problems  are  more  difficult  than  those  which  would  confront  the  appraiser,  because 
the  markets  for  raw  materials,  to  which  specific  duties  in  general  are  applied,  are 
much  more  widely  scattered  than  the  markets  for  fabricated  goods,  to  which  ad 
valorem  duties  in  general  are  applied.  Even  small  and  comparatively  poorly  oigan- 
ized  toy  factories  buv  lumber  m  New  England,  Texas,  and  Wisconsm  on  the  same 
day,  and  they  do  so  oecause  thev  can  find  and  do  find  the  American  market  value 
of  the  different  grades  and  kinds  of  lumber  required  for  their  products.  That  is 
simply  a  typical  example. 

Representatives  of  other  industries  have  repeatedly  testified  that  there  is  one  prin- 
cipal market  for  their  merchandise  where  the  appraisers  can  readily  secure  the  data 
on  all  wholesale  prices.  That  is  also  true  of  the  toy  industry.  Every  year  there  is 
held  in  New  York  a  toy  fair,  at  which  the  goods  of  practically  every  large  and  small 
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toy  manufacturer  are  displayed.    The  prices  quoted  there  are  on  goods  which  will 
be  delivered  in  the  following  October  and  November. 

The  implication  that  many  witnesses  have  made  is  that  the  foreign  manufacturer 
must  start  production  further  ahead  of  the  date  of  delivery  than  the  American.  He 
does  not  in  toys,  and  probably  does  not  in  any  line.  From  the  nature  of  the  toy  bnsi* 
ness,  the  bulk  of  the  toys  are  sold  at  retail  during  the  Christmas  holidays  and  are  there- 
fore not  needed  by  the  stores  until  fall.  The  jobbers  demand  a  little  earlier  delivery 
80  that  they  may  have  the  goods  in  their  warehouses  for  shipment  to  their  customers 
in  the  fall.  It  is  well  known  that  a  factory  can  not  afford  to  stand  idle,  and  to  avoid 
closing  down,  toy  manufacturers  come  into  the  market  in  January  and  February  and 
offer  prices  which  must  stand  for  the  whole  season — the  calendar  year.  They  do  this 
in  order  to  get  as  many  orders  as  possible  early  in  the  spring.  From  experience  they 
are  able  to  determine  from  the  spring  orders  the  probable  total  volume  of  sales  in  each 

Particular  number,  and  this  enables  them  to  go  ahead  with  production  in  the  spring, 
'his  policy  keeps  employed  during  the  whole  year  hundreds  of  persons  who  would 
otiierwise  be  seasonal  workers. 

Therefore,  the  American  prices  on  toys  can  be  obtained  in  New  York  in  February 
of  any  year  for  that  calendar  year.  The  Government  appraisers  can  get  these  prices 
and  examine  the  merchandise  at  the  same  time.  The  buyers  for  the  department 
stores  do  so  and,  as  a  matter  of  fact,  try  to  see  the  domestic  merchandise  before  they 
go  abroad.  We  know  that  the  representatives  of  foreign  manufacturers  also  get  the 
prices  in  the  spring.  As  New  York  is  the  American  market  for  toys,  and  as  samples 
of  practically  all  kinds  of  toys  can  be  found  on  display  in  that  city  every  day  in  the 
year,  the  appraisers  would  have  at  hand  complete  data  on  toys. 

The  same  is  true  of  Chicago,  as  a  toy  fair  is  held  there  immediately  after  the  fair  in 
New  York  is  closed. 

It  has  come  out  repeatedly  that  whenever  opponents  of  American  valuation  quote 
specific  instances  and  cite  a  particular  industry  to  prove  their  objections  to  American 
valuation  such  objections  are  easily  and  completely  answered  by  the  American 
manufacturers  who  are  familiar  with  the  actual  trade  conditions  in  this  country. 

One  of  ttie  principal  objections  which  has  been  raised  to  American  valuation  is  the 
possibility  that  it  would  offer  an  opportunity  for  American  manufacturers  to  manipu- 
late sales  and  establish  a  fictitious  American  market  value.  So  far  as  our  study  of 
the  testimony  has  gone,  that  objection  has  been  raised  only  by  importers  or  agents  of 
importers.  We  American  toy  manufacturers  have  each  time  said  to  ourselves.  '*  So  far 
as  our  own  knowledge  goes  we  do  not  see  how  such  manipulation  could  be  practiced, 
and  the  methods  suggested  are  so  round  about  that  they  would  seem  to  be  prohibitively 
expensive."  We  are  therefore  compelled  to  believe  that  the  parties  who  raise  this 
objection  are  speaking  from  knowledge  as  to  the  advantage  which  has  been  gained 
by  manipulating  foreign  market  values  to  reduce  the  amount  of  duty.  One  of  the 
principal  reasons  why  we  ask  for  American  valuation  is  so  that  we  can  help  the  Govern- 
ment check  undervaluations  that  are  probably  general  and  flagrant  under  present 
conditions  which  favor  the  importer  and  hamper  the  American  manufacturer  when 
the  determination  of  values  is  involved.  If  those  familiar  with  importing  practices 
believe  that  a  false  market  value  could  be  established  in  this  country  under  American 
valuation,  we  are  ready  to  agree  that  similar  methods  have  proved  effective  in  estab- 
lishing false  market  values  in  foreign  countries,  and  that  the  testimony  of  Government 
experts  to  that  effect  is  correct. 

The  objection  that  American  manufacturers  might  combine  to  raise  prices  in  order 
to  increase  the  duty  has  been  so  completely  answered  by  other  witnesses  that  we  would 
not  consider  it  necessary  to  go  over  that  ground  again  if  the  point  had  not  been  raised 
as  recently  as  July  27.  Unless  the  duty  is  100  per  cent,  there  is  no  class  of  merchan- 
dise which  could  be  manipulated  by  American  producers  except  to  their  own  hurt. 
Take  the  duty  on  toys  of  40  per  cent  for  a  concrete  example:  If  a  toy  costs  in  Germany 
$6,  and  the  American  price  of  competing  merchandise  is  $10,  the  cost  of  the  German 
toy,  including  duty,  would  be  |I0.    If  5ie  American  manufacturers  should  raise  the 

?rice  to  $12,  the  German  toy  would  then  cost  $6  plus  40  per  cent  of  $12  ($4.80)  or  $10.80. 
'en  dollars  and  eighty  cents  immediately  gives  the  importer  an  advantage  of  $1.20 
over  the  American  manufacturer. 

Unfortunately,  the  source  of  objection  to  American  valuation  is  not  always  indicated 
in  dociunents  prepared  by  the  Tariff  Commission.  We  refer  particularly  to  page  24 
of  the  pamphlet,  Information  Concerning  American  Valuation  as  a  Basis  of  Assess- 
ing Duties  Ad  Valorem,  which  was  submitted  to  the  chairman  of  the  Committee  on 
Ways  and  Means  on  March  26,  1921.  Toys  are  dted  as  a  conspicuous  example  of  the 
poasibility  for  easy  manipulation  of  the  American  market  by  importers.  We,  aa 
experts  in  the  toy  industry,  know  that  the  scheme  there  outlined  could  not  be  worked. 
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The  actual  conditioiifl  of  the  toy  busineBs,  as  stated  above,  show  that  because  prices 
quoted  in  the  spriog  are  nonnally  for  delivery  in  the  fall.  Abnormally  low  spring 
prices  for  inunediate  deliverv  womd  not  reduce  the  amount  of  duty  because  the  basis 
for  estimating  the  duty  would  be  the  prices  in  force  in  the  fall  w£ien  the  majority  of 
the  merchandise  leaves.  Germany.  The  law  provides  that  the  price  shall  be  the 
wholesale  "on  the  date  of  exportation.''  .  But,  disregarding  Uiat  point,  if  the  small 
amdunt  of  goods  carried  over  from  one  season  could  be  used  to  establish  a  false  American 
market  value,  how  much  more  readily  could  the  same  volume  of  merchandise  be  used 
to  establish  a  fictitious  price  abroad?  But  it  would  be  impossible  in^practice  to  es- 
tablish false  American  values  because  the  quantities  offered  would  be  so  small,  and 
the  number  of  transactions  so  few,  that  any  conscientious  and  wide-awake  customs 
official  would  instantly  detect  such  a  fraud. 

It  is  further  stated  in  this  report  of  the  commission  that  it  is  objected  that  jobbers  * 
prices  fluctuate  violently.    We  know  that  jobbers*  prices  do  not  fluctuate  during  a 
calendar  year,  because  it  is  the  custom  of  the  trade  to  quote  prices  in  the  spring  for 
fall  delivery.    The  only  fluctuations  would  be  those  due  to  an  effort  to  get  rid  of  ^ow- 
moving  goods.    Such  reductions  would  ordinarily  not  be  made  untu  late  in  the 
season,  after  the  bulk  of  the  imports  had  been  entered,  or  immediately  after  the 
holidays,  before  the  imports  for  the  next  year  had  begun  to  come  in.    From  the  very 
nature  of  the  toy  industry,  a  reliable  jobber  can  not  change  his  prices  violently  dur- 
ing the  calendar  year  on  staple  or  popular  toys.    Jobbers '  prices  may  vary  in  different 
sections  of  the  country;   but  on  American  goods,  which  imder  tne  proposed  plan 
would  be  the  basis  for  estimating  duties,  the  differences  can  always  be  accoimtea  for 
by  freight  and  other  charges  incidental  to  the  delivery  of  the  goods.     As  American 
manufacturers  we  would  he  satisfied  to  have  the  American  values  fixed  by  the  prices 
quoted  in  New  York.    On  noncomparable  foreign  goods  we  could  only  find  out  by 
experience  whether  the  importers  could  put  over  fraudulent  values  on  the  appraisers, 
and  if  they  should  we  will  be  in  a  position  to  ascertain  this  fact  and  assist  the  Govern- 
ment officials  in  running  it  down.    We  believe  that  in  the  beginning  the  New  York 
market  price  on  noncomparable  toy  imports  would  also  be  the  basis  for  assessing 
duties. 

That  the  practice  of  using  foreign-market  value  has  fallen  down  is  amply  proved 
by  the  fact  that  Congress  was  compelled  to  adopt  either  foreign  export  value  or 
home  value,  whichever  is  higher,  in  the  emergency  tariff  bill.  Our  wonder  is  that 
Congress  only  partially  abandoned  an  imperfect  system  instead  of  meeting  the  con- 
dition by  elmunating  all  .the  difficulties  of  determining  foreign  values  by  adopting 
American  valuation. 

The  objection  that  an  importer  must  know  his  total  cost,  including  duty,'  months 
in  advance  of  the  delivery  of  the  goods  and  that  it  can  not  be  determined  under 
American  valuation,  and  he  therefore  can  not  continue  in  business,  is  answered  by 
two  aii^ments:  (1)  American  prices  are  quoted  just  as  far  in  advance  of  delivery 
as  lore^n  prices  and  can  be  obtained  on  toys.  They  are  no  doubt  available  in  all 
other  Imes.  We  know  of  no  reason  why  American  prices  should  change  more  fre- 
quently than  foreign  prices.  If  that  is  true  what  is  tne  practical  difference  over  the 
present  law? 

The  second  argument  is  that  any  fluctuation  in  American  prices  could  not  possiblv 
be  as  violent  as  the  recent  fluctuations  in  the  German  mark.  This  fluctuation  will 
probably  continue  for  months  and  years.  Fluctuations  haA«  not  stopped  the  import- 
ing of  toys  from  Germany  as  the  present  condition  of  our  "industry  clearly  proves, 
alfliongh  goods  when  finally  delivered  have  cost  much  more  or  less  than  was  antici- 
pated when  the  order  was  placed.  The  chaotic  condition  of  foreign  exchange  which 
makes  the  adoption  of  American  valuation  the  only  solution  that  will  preserve  Amer- 
ican industries  is  the  best  possible  proof  that  importers  can  do  business  when  the 
final  price  is  not  known  months  in  advance. 

*  In  closing,  we  wish  to  reiterate  the  fundamental  reason  why  American  valuation 
should  be  adopted: 

(1)  It  will  prevent  undervaluation. 

(2)  It  will  equalize  exchange  so^  far  as  the  basis  for  assessing  duties  is  concerned. 

(3)  It  will  collect  the  same  amount  of  duty  from  all  countries  and  eliminate  the 
present  discrimination  in  favor  of  countries  of  low  standards  of  living. 

(4)  It  will  make  it  unnecessary  to  ask  for  a  rate  on  toys,  which  would  be  absolutely 
prohibitory  against  most  other  countries,  if  it  were  made  high  enough  to  protect  our 
indystry  against  Germany,  which  is  our  principal  competitor. 

The  Chairman.  The  committee  will  hear  from  Mr.  W.  O.  Coleman. 
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STATEMENT  OF  W.  O.  COLBMAN,  FBB8IDENT  OF  THE  AMEBICAK 
FLYEB  KAKTrFACTUBINa  CO.,  CHICAGO,  ILL. 

The  Chairman.  State  your  name  to  the  committee. 

Mr.  Coleman.  W.  Ogden  Coleman,  president  of  the  American 
Flyer  Manufacturing  Co.,  Chicago.     We  manufacture  toy  trains. 

The  Chairman,   i  ou  are  in  the  business  yourself  ? 

Mr.  CoL^iAN.  Yes,  sir;  I  am  president  of  the  company. 

The  Chairman.  And  what  is  the  name  of  the  company  ? 

Mr.  Coleman.  American  Flyer  Manufacturing  Co. 

The  Chairman.  All  right,     rroceed  in  your  own  way,  Mr.  Coleman. 

Mr.  Coleman.  In  appearing  before  this  committee  I  appear  only  as 
a  plain  train  manufacturer  who  asks  that  you  give  us  reasonable  pro- 
tection against  the  present  abnormal  conditions  due  to  the  low  labor 
costs  abroad  and  the  depreciated  currency.  That  is  all  we  ask.  We 
ask  only  a  fighting  chance  to  meet  that  competition. 

Last  year  our  factory  produced  875,000  complete  trains. 

The  Chairman.  Is  that  all  vou  make — just  trains  ? 

Mr.  Coleman.  Trains  are  ail  we  make. 

Senator  Watson.  Mr.  Chairman,  are  we  going  into  the  schedules 
this  morning?  I  thought  the  whole  subject  of  discussion  to-day  was 
American  valuation  and  nothing  more. 

Mr.  Coleman.  That  is  all  I  will  speak  about. 

The  Chairman.  That  is  all  we  are  going  into,  and  I  think  we  can 
finish  it  during  the  morning  session. 

You  will  not  be  very  long,  will  you  ? 

Mr.  Coleman.  No,  sir;  I  will  make  it  very  brief. 

The  Chairman.  The  committee  is  not  so  much  interested  in  trains 
as  it  is  in  the  valuation. 

Mr.  Coleman.  There  [exhibiting  a  sample]  is  just  a  sample  of  what 
we  make.  I  brought  it  along  so  that  you  could  see  what  I  was  talking 
about. 

Last  year  we  produced  875,000  complete  trains.  We  make  only 
trains.  A  year  ago  at  this  time  we  were  employing  400  people.  Our 
averi^e  weekly  pay  roll  was  approximately  $12,000.  To-day  our 
plant  IS  completely  closed  down.  It  has  been  closed  since  the  1st  of 
July,  and  it  will  probably  be  closed  for  at  least  another  month. 

The  Chairman.  Why  is  it  closed  ? 

Mr.  Coleman.  I  ^11  get  to  that  in  just  a  minute. 

The  CHAIRALA.N.  All  right. 

Mr.  Coleman.  In  spite  of  this  fact,  however,  that  we  are  closed 
down,  I  am  confident  that  our  concern  is  able  to  meet  foreign  compe- 
tition if  you  put  us  on  the  real  basis  that  we  should  be  placed  upon. 

Senator  Walsh.  Without  this  40  per  cent  protection  provided  in 
this  bill,  could  you  meet  competition  ? 

Mr.  Coleman.  No,  sir. 

Senator  Walsh.  You  want  that,  of  course  ? 

Mr.  Coleman.  Yes,  sir. 

The  Chairman.  Are  any  German  trains  coming  in  ? 

Mr.  CoLEBiAN.  Yes,  sir;  I  have  some  samples  of  them. 

The  Chairman.  How  long  have  they  been  coming  in  ?  . 

Mr.  Coleman.  They  started  to  come  in  last  year,  but  only  a  very 
few.     They  have  been  coming  in  since  the  first  of  the  year. " 

Senator  McLean.  All  of  them  are  on  time,  I  take  it^ 
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Mr.  Coleman.  Yes,  sir. 

The  Chairman.  That  would  be  a  novelty  in  this  coiintty.    Are 
they  coming  in  in  ^eat  amonntB  now  ? 
Mr.  Coleman.  Yes,  sir;  they  are.     You  can  find  them  on  sale 

f)ractically  every  place  in  New  i  ork,  and  gradually  they  are  getting 
arther  and  farther  west. 

We  went  into  the  toy  business  in  1907.  It  was  a  side  line.  Grad- 
ually, from  1907  to  1914,  we  built  up  a  little  line  of  trains.  In  1914 
the  war  came  along  and  gave  us  our  opportimity.  We  discarded  all 
the  other  lines  of  goods  we  were  making  and  devoted  our  energies 
entirely  to  toys. 

Senator  Walsh.  How  many  toys  were  you  producing  then  ?  What 
was  the  volume? 

Mr.  Coleman.  In  1914? 

Senator  Walsh.  Yes. 

Mr.  Coleman.  It  was  around  90,000  trains. 

Senator  Walsh.  What  was  your  production  last  year  ? 

Mr.  Coleman.  875,000. 

Senator  Walsh.  Proceed. 

Mr.  Coleman.  From  1914  to  1920  practically  every  cent  of  profit 
which  we  made— and  it  was  only  small— went  into  the  improvement 
of  our  product  and  into  making  special  dies  and  special  machinery 
to  meet  the  keen  competition  whicn  we  felt  sure  was  coming. 

Mr.  Coleman.  That  we  were  successful  in  doing  this  is  illustrated 
by  the  few  parts  that  I  have  brought  here  to  show  what  we  have  ac- 
complished. These  are  what  we  call  ties.  They  fasten  the  tracks 
together. 

In  1914  it  took  three  machines  and  three  operators,  each  operator 
performing  a  separate  operation,  to  make  20,000  pieces  a  day.  To-day 
after  having  spent  $10,000  in  experimenting  and  making  special  tools 
one  operator,  using  one  machine,  is  producing  over  40,000  pieces. 
Our  idea  was  to  get  the  cost  of  production  down;  that  is  what  we 
tried  to  do. 

The  Chairman.  Is  yours  the  only  concern  that  makes  these  trains 
exclusively  ? 

Mr.  Coleman.  No,  sir;  there  are  four  others.  Mr.  Ives,  who  has 
already  addressed  the  committee,  makes  trains  and  also  some  boats. 
However,  he  makes  trains  largely.  The  Lionel  Co.  of  New  York  also 
makes  them,  as  does  the  Hafner  Manufacturing  Co.  of  Chicago. 

Senator  Walsh.  How  manv  trains  were  imported  last  year  ? 

Mr.  Coleman.  I  can  not  tell  you,  Senator.  The  amount  was  prac- 
tically negligible. 

Senator  Walsh.  How  many  were  imported  in  the  first  six  months 
of  this  year? 

Mr.  Coleman.  I  can  not  tell  you  because  imports  are  not  divided 
into  units  of  trains,  but  a  large  quantity  have  come  in. 

The  Chairman.  It  is  -the  menace  that  you  want  to  guard  against, 
is  it  not  ? 

Mr.  Coleman.  I  beg  your  pardon. 

The  Chairman.  It  is  the  menace  or  the  danger  that  you  want  to 
guard  against  ? 

Mr.  Coleman.  Yes.     They  are  coming  in,  as  I  will  show  you  later. 

People  from  whom  we  have  had  orders  and  people  we  shipped  earlier 
in  the  year  have  come  along  later  and  asked  us  to  cancel.     In  one  case 
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I  wrote  and  asked  why  they  now  wished  us  to  cancel  their  order. 
Here  is  the  reply: 

I  have  your  letter  of  July  11  and  have  carefully  noted  the  contents. 

1  fully  understand  your  position  in  the  matter  and  can  only  sav  that  I  would  prefer 
to  buy  from  your  concern  or  any  American  concern  rather  than  buying  German 
goods.  '  As  a  matter  of  fact,  I  have  been  so  prejudiced  against  German  goods  that  up 
to  the  present  writing  I  have  not  piu'chasea  a  dollar's  worth.  However,  I  have  seen 
many  lines  (not  alone  toys)  which  have  been  offered  to  me  at  prices  fu  cheaper  than 
the  American  make.  1  will  therefore  be  compelled,  in  justice  to  my  business,  to 
buy  my  merchandise  at  the  lowest  price,  providing,  of  couisei  that  everything  else 
is  eaual. 

Of  course,  I  have  not  purchased  any  of  the  trains  to  take  the  place  of  yours,  for  I  have 
quite  a  few  American  Fivers  on  hand.  As  I  am  able  to  purcnase  the  foreign  trains  I 
wrote  you  about  from  jot^bers  who  carry  them  in  stock  here,  it  is  unnecessary  for  me 
to  order  in  advance.  I  have,  however,  instructed  my  manager  to  order  one  of  the 
trains  I  had  in  my  mind,  and  I  will  send  same  to  you  upon  receipt,  and  also  let  you 
know  the  price  I  will  have  to  pay  for  them.  * 

I  am  very  glad  to  cooperate  with  you,  and,  as  stated  above,  would  much  prefer  to 
give  you  the  business,  provided  everything  is  equal.  These  few  lines  are  for  the  pur- 
pose of  explaining  to  you  my  position  in  the  matter. 

That  is  just  one  letter.  We  have  had  a  great  many  letters  which 
are  just  exactly  the  same.  The  dealers  take  the  position  that  if  they 
do  not  import  the  goods,  their  competitor  across  the  street  will,  and 
that  as  a  result  thereof  they  will  suner. 

Senator  Watson.  Do  you  know  what  wages  are  paid  in  similar 
institutions  in  Germany  ? 

Mr.  Coleman.  No,  sir. 

Senator  Watson.  What  wages  do  you  pay  ? , 

Mr.  Coleman.  Our  wages,  taking  boys  and  girls  together,  average 
approximately  50  cents  an  hour. 

Senator  Simmons.  Did  you  ever  find  out  from  the  author  of  that 
letter  just  what  the  character  of  those  toys  was  ? 

Mr.  Coleman.  That  has  not  come  in,  but  I  have  some  samples 
which  will  illustrate  the  point  that  I  have  in  mind. 

Senator  Walsh.  Will  you  give  us  the  name  of  the  author  of  that 
letter  ? 

Mr.  Coleman.  I  will.  Senator,  if  you  insist.  As  a  matter  of  fact, 
I  have  sent  a  copj^  of  this  letter  to  Senator  Penrose,  so  that  the  com- 
mittee has  a  copy  in  its  files. 

The  Chairman.  Senator  Walsh  can  see  that  letter  in  the  files,  if  he 
desires  to. 

Senator  Simmons.  I  think  it  would  be  very  helpful  if  you  could 
give  us  your  price  and  the  price  at  which  the  German  article  is  sold. 

Mr.  Coleman.  Yes. 

As  I  was  saying,  in  1914,  the  war  gave  the  American  toy  manu- 
facturers their  chance.  By  1919  the  total  production,  according  to 
the  Bureau  of  Commerce  reports,  was  $45,000,000;  in  1920  it  was 
$50,000,000. 

During  this  same  time,  while  toy  production  increased  300  per  cent, 
generally  speaking,  the  production  in  our  own  country  increased,  in 
dollars  and  cents,  2,000  per  cent,  until  in  production  last  year  we 
reached  6,000  complete  trains  per  day.  You  can  figure  that  out  for 
yourselves;  it  is  11  trains  per  minute.     To-day  we  are  shut  down. 

Senator  Watson.  How  many  hands  do  you  employ  ? 
Mr.  Coleman.  Last  year  ? 

Senator  Watson.  Yes. 
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Mr.  Coleman.  Four  hundred  people,  when  we  were  making  that 
production. 

The  Chaikman.  They  are  usine  Gennan  trains  ? 

Mr.  CoLEBCAN.  Do  you  mean  the  people  of  this  country  ? 

The  Chairman.  Yes. 

Mr.  Coleman.  Yes,  sir. 

Senator  Watson.  This  whole  question  depends  upon  the  differ- 
ence between  the  cost  of  production  at  home  and  abroad,  does  it  not  ? 

Mr.  Coleman.  That  is  the  whole  thing. 

Senator  Watson.  Can  you  show  that  difference  ? 

Mr.  Coleman.  I  have  sample  trains  right  here  with  me. 

Senator  Walsh.  It  also  depends  upon  the  ability  of  Congress  to 
substitute  the  condition  of  the  world  market • 

Mr.  Coleman  (interposing).  I  did  not  catch  that,  Senator. 

Senator  Walsh.  You  can  not  restore  at  once  the  condition  that 
existed  diu^ing  the  war.  In  the  readjustment  of  this  problem  we  have 
to  realize  that  production  everywhere  must  be  revived. 

Mr.  Coleman.  Surelv  and  all  that  we  ask  for  is  an  even  chance. 

Here  are  sample  trains.  This  is  a  train  bought  in  New  York  on 
July  27,  from  a  New  York  jobber.  The  price  was  $8.50  per  dozen. 
Here  [indicating]  is  our  train,  which  costs,  landed  in  New  York,  and 
selling  to  the  same  trade  that  the  jobber  would  sell  to — the  retail 
trade — approximately  $10  a  dozen.     That  includes  the  freight. 

Senator  Watson.  What  is  the  difference;  is  it  $8.50  an(r$10? 

Mr.  Coleman.  $8.50  and  $10. 

This  jobber  bought  it  from  an  importer. 

NoW;  if  I  am  correct,  I  believe  that  the  <];enfleman  who  represented 
the  novelty  and  fancy  goods  importers  told  the  committee  yesterday 
that  the  importer  had  to  add  25  per  cent  to  the  landed  cost  to  cover 
the  cost  of  aoing  business,  and  on  top  of  that  he  has  to  add  his  profit. 

Senator  Watson.  Whut  is  the  turiil  now  i 

Mr.  Coleman.  Thirty-five  per  cent.  On  top  of  that  the  jobber  has 
to  make  his  profit  and  has  to  add  his  cost  of  doing  business. 

I  figured  it  back  and  I  do  not  see  how  it  could  possibly  have  cost 
over  $5  landed  in  this  country,  against  $10  for  our  train. 

Senator  Watson.  Why  do  you  say  that  ? 

Mr.  Coleman.  Well,  I  will  give  you  the  figures.  First,  you  take 
$5  a  dozen  and  then  add  25  per  cent.     Tliat  is  $1.25. 

Senator  Watson.  Why  do  j^ou  add  25  per  cent  ? 

Mr.  Coleman.  Because  the  importers  said  yesterday  they  had  to 
add  25  per  cent  to  the  landed  cost  to  cover  the  actual  cost  of  doing 
business. 

Senator  Smoot.  Twenty-four  per  cent  is  what  the  firm  from 
Chicago  added. 

Mr.  Coleman.  That  brings  it  up  to  $6.25.  Assume  that  10  per 
cent  is  a  fair  profit  for  the  importer  and  add  that  10  per  cent  to  $6.25. 
That  brings  it  up  to  $6.87.  That  is  what  it  sells  to  the  jobber  for. 
The  jobber  has  to  add  20  per  cent  to  cover  the  cost  of  handling.  If 
you  take  20  per  cent  of  that,  you  have  $1.37,  which  brings  it  up  to 
over  $8.     The  price  that  I  bought  it  for  was  $8.50. 

Senator  W>L8H.  Prom  the  wholesaler  ? 

Mr.  Coleman.  From  the  wholesaler.  As  a  matter  of  fact,  I 
bought  it  from  the  wholesaler  to  whom  we  formerly  sold  a  great  deal 
of  goods. 
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Senator  Walsh.  Were  the  goods  identical  ? 

Mr.  Coleman.  Yes,  sir;  they  are;  at  least  as  nearly  so  as  possible. 
In  fact,  their  car  is  larger. 

Senator  McCumbbk.  It  would  cost  you  more  to  manufacture  their 
car? 

Mr.  Coleman.  Obviously  it  would,  Senator. 

Senator  McCumber.  Are  they  the  same  ? 

Mr.  Coleman.  Their  car  has  a  bottom  in  it,  while  oui*  car  has  not. 

wSenator  McCumber.  Is  there  anything  in  the  material  and  method 
of  production  m  either  car  to  give  one  superiority  over  the  other  ? 

Mr.  Coleman.  No,  sir. 

Senator  Watson.  You  explained  a  while  ago  that  you  had  a 
machine  that  turned  out  many  of  these  cars. 

Mr.  Coleman.  Yes,  sir. 

Senator  Watson.  Have  the  Germans  that  machine  ? 

Mr.  Coleman.  I  do  not  know.  They  may  have  one.  as  good  as  or 
better  than  the  one  we  have.  My  point  was  that  we  had  improved 
our  methods. 

Senator  Watson.  I  know  that,  but  I  wanted  to  know  if  they 
had  as  good  a  machine. 

Mr.  (x>LEMAN.  They  probably  have.  They  have  not  been  sleeping 
all  this  time. 

This  is  another  train. 

Senator  Watson.  A  German  train  ? 

Mr.  Coleman.  Yes.  It  costs  $12  from  the  wholesaler.  Our 
price  would  be  $15 — the  landed  price.  This  would  probably  cost 
$8  landed. 

Senator  Watson.  Have  you  any  competition  except  German 
competition  ? 

Mr.  Coleman.  That  is  all. 

The  C^iRMAN.  What  do  these  trains  retail  for  ? 

Mr.  Coleman.  I  have  one  here.  Here  [indicating]  is  one  bought 
at  New  York  at  retail.     There  are  two  cars. 

Senator  Walsh.  A  German  train  ? 

Mr.  Coleman.  Yes,  a  German  train.  There  are  two  cars,  four 
pieces  of  track,  and  this  engine  has  an  automatic  brake  on  it.  Our 
engine  has  no  brake  at  all. 

Senator  Watson.  The  members  of  the  committee  are  all  too  old 
to  be  interested  in  toy  trains. 

Senator  Smoot.  I  take  exception  to  that. 

Mr.  Coleman.  This  track  has  an  automatic  trip  on  it.  The 
result  is  that  when  the  train  goes  over  it  it  stops.  That  is  an  added 
feature  and  an  added  expense.  That  is  sold  at  $1.25;  that  is,  at  the 
retail  stores. 

Senator  Walsh.  What  are  the  prices  at  the  wholesale  places  t 

!Kfr.  Coleman.  I  have  not  a  train  similar  to  this  at  the  wholesale 
price. 

Senator  Walsh.  How  much  is  added  to  the  price  of  the  train  tiiat 
you  sell  in  America  to  the  wholesaler  and  how  much  is  added  to  the 
German  trains  ? 

Mr.  Coleman.  Well,  I  should  say  approximately  40  to  50  per  cent. 
Oh,  wait  a  minute.  I  am  taking  it  from  the  sale  price.  It  is  663 
per  cent  of  the  cost. 

Senator  Smoot.  That  would  be  the  minimum,  would  it  not? 
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Mr.  Coleman.  That  would  be  the  Tninimum. 

Senator  McCumber.  At  what  price?  Did  I  understand  you  to 
say  there  is  only  66§  per  cent  added  to  the  retail  price  above  the 
wholesaler  ? 

Mr.  Coleman.  Yes.  Take  th^  train  here,  which  costs  landed  in 
New  York  $10  a  dozen,  and  sells  in  New  York  all  Uie  way  from  SI. 25 
to  $1.50;  in  other  words,  the  train  that  costs  them  $10  sells  from 
$15  to  $18  a  dozen. 

Senator  McCumber.  To  whom  ? 

Mr.  Coleman.  To  the  consumer — the  purchaser.  The  retailer 
adds  at  least  66  §  per  cent. 

Senator  McCumber.  The  reason  I  inquired  into  the  663  P^r  cent 
is  that  I  bought  one  like  that  the  other  day  and  paid  $6.  That  is 
just  a  few  days  ago.    That  is  more  than  66  §  per  cent. 

Mr.  Coleman.  It  probablj  was  a  better  make  of  train. 

vSenator  McCumber.  I  thmk  not. 

Mr.  CoLEiEiAN.  Here  is  a  train  that  I  paid  $1.25  for,  and  here  is  a 
train,  of  American  make,  which  was  bought  for  $1.25.  As  I  have 
already  said,  this  one  has  an  automatic  trip  on  it,  an  additional 
feature. 

As  to  our  factory,  at  the  beginning  of  the  year,  in  order  to  keep 
our  people  employed,  we  started  with  3,000  trains  per  day.  We 
kept  that  up  until  April,  when  we  got  down  to  2,000  trains  per  day. 
In  June  we  cut  the  number  down  to  1,000  trains  per  day,  and  on 
July  1  we  stopped  production.  During  this  time  the  cost  of  the 
German  mark  fell  from  $1.65  per  hun<&ed  marks,  in  February,  to 
$1.25  per  hundred  marks  at  the  present  time.  The  cost  oi  the 
German  goods  landed  here  fell  and,  naturally,  the  cost  being  less,  the 
duty  was  less,  so  that  the  two  things  were  against  us. 

IXuring  the  first  six  months  of  the  year — and  I  have  taken  these 
figures  u'om  the  report  of  the  Bureau  of  Foreign  and  Domestic 
Commerce — the  imports  of  toys  increased  from  $333,000,000  in 
January,  to  $607,000,000  in  May. 

For  the  last  11  months,  endmg  in  May,  the  total  imports  of  toys 
into  this  coimtry,  according  to  the  report  of  the  Bureau  of  Foreign 
and  Domestic  Commerce,  amounted  to  $9,122,000.  For  the  same 
period  of  a  year  ago,  ending  in  May,  1920,  the  imports  were  only 
$4,931,000. 

Senator  Walsh.  What  do  these  statistics  show  for  the  same  period 
in  1914? 

Mr.  Coleman.  I  have  not  the  same  11  months  for  1914,  but  for 
the  year  1914  the  total  was  practically  $8,000,000,  or  a  little  over 
S7,000,000. 

Senator  Walsh.  What  will  be  the  total  for  this  year  at  the  ratio 
named? 

Mr.  Coleman.  Well,  it  is  a  little  bit  difficult  to  tell.  You  mean  by 
taking  up  to  June  ? 

Senator  Walsh.  Yes. 

Mr.  Coleman.  It  would  be  approximately  $10,000,000.  It  is  over 
$9,000,000.  And  there  is  the  point.  You  can  see  for  yourself  the 
way  imports  are  jumping.  In  April  it  was  $382,000,000,  and  in 
May,  $607,000,000.     Now^  the  imports  are  just  beginning. 

i^enator  Smoot.  You  said  millions.     You  meant  thousands  ? 

Mr.  Coleman.  Yes,  thousands. 
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Senator  Simmons.  Mr.  Coleman,  will  you  answer  this  question: 
Mr.  Coleman.  Yes. 

Senator  Simmons.  What  is  your  price  now  compared  with   the 
price  you  sold  goods  at  in  1918,  1919,  and  1920? 

Mr.  Coleman.  It  is  difficult  for  me  to  sajr  just  what  they  were 
sold  for  in  1918  and  1919.     They  are  approximately  15  per  cent  less 
than  in  1920. 
Senator  Simmons.  You  do  not  know  how  much  less  than  in  1919  ? 
Mr.  Coleman.  They  are  about  the  same  as  in  1919. 
Senator  Simmons.  In  other  words,  you  reduced  the  price  15  per 
cent? 

Mr.  Coleman.  From  a  year  ago  at  this  time;  yes. 
Senator  McLean.  What  is  the  cost  of  production  as  compared 
with  1914? 

Mr.  Coleman.  Well,  judging  by  labor,  our  cost  of  production  is 
over  100  per  cent  more. 

Senator  McLean.  And  what- is  the  cost  of  production  in  Germany 
as  compared  with  1914  ? 

Mr.  Coleman.  That  I  can  not  tell  you,  but 

Senator  McLean.  If  it  has  doubled  here  and  has  doubled  there, 
you  would  double  the  difference,  wouldn't  you? 

Mr.  Coleman.  Yes,  sir.     But  there  is  a  difference  in  the  depreci- 
ated exchange. 

Yesterday  while  I  was  listening  to  the  hearings  before  this  com- 
mittee I  heard  one  of  the  gentlemen  say  that  the  wi^es  in  Germany 
in  the  industry  in  which  I  am  interested  were  only  one-fourth  of 
what  the  prewar  wages  were. 
Senator  McLean.  I  do  not  know  that  it  has  doubled  there. 
Mr.  Coleman.  No.     I  do  not  know  the  facts.     I  simply  mentioned 
what  was  said  by  the  gentleman  yesterday. 

Senator  McLean.  But  if  it  is  has  doubled,  you  would  have  to 
double  the  cost  of  production  ? 

Senator  Simmons.  It  was  said  before  the  war,  as  I  remember  it, 
that  the  wages  over  there  then  were  starvation  wa^es.     In  view  of 
that  statement,  I  do  not  know  how  they  are  living  there  now. 
Mr.  Coleman.  That  is  quite  a  question. 

Senator  Simmons.  I  have  heard  the  argument  made  again  and 
again,  especially  before  the  war,  that  the  wages  there  were  starvation 
wages.  Now,  if  they  are  one-quarter  as  high  as  they  were  then,  it 
seems  to  me  that  makes  a  strikmg  situation. 

Senator  MoCumber.  I  though  that  before  the  war  the  Germans 
were  more  prosperous  than  they  have  ever  been. 

Senator  Simmons.  Well,  the  statement  was  made  that  the  wages 
were  starvation  wages. 

Mr.  Coleman.  I  referred  to  what  one  of  the  gentlemen  said  yes- 
terday in  regard  to  what  the  workmen  were  getting  before  the  war 
as  compared  with  what  they  are  getting  now. 
Senator  Smoot.  But  that  comparison  is  on  a  gold  basis. 
Mr.  Coleman.  Yes;  on  a  gold  basis. 

Senator  Smoot.  He  can  purchase  three  times  the  amount  of  goods 
in  Germany. 
Mr.  Coleman.  But  it  is  German  wages  we  have  to  compete  with. 
Senator  Smoot.  He  is  not  getting  fewer  German  marks  than  before. 
Mr.  Coleman.  Oh,  no. 
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An  objection  to  the  American  valuation  which  has  been  presented 
repeatedly  is  that  the  American  value  will  not  be  known  in  time  to 
enable  the  importer  to  quote  definite  prices  to  his  customers.  So  far 
as  toys  are  concerned,  our  prices  for  the  following  Christmas  are 
announced  to  the  trade  in  January  and  February  and  are  soon 
known  to  the  importer,  as  the  following  letter  illustrates.  This 
letter  was  written  to  me  by  another  toy  train  manufacturer  in 
Chicago.  It  shows  clearly  just  how  confident  the  Germans  are  that 
they  can  so  far  undersell  us  that  they  can  completely  put  us  out 
of  business.    Here  is  Mr.  Haffner's  letter.     He  says : 

I  know  you  will  be  personally  and  vitally  interested  in  the  statement  made  to  the 
writer  by  John  Bing,  the  New  York  representative  of  Bing  Bros.,  toy  manufactueres, 
of  Nuremburg,  Germany,  during  a  conversation  in  his  office  during  the  New  York 
toy  fair. 

Mr.  Bing  produced  the  price  list  of  yoiu:  company,  the  Ives  Manufacturing  Corpora- 
tion, and  my  concern,  the  Haffner  Manufactiuing  Co.,  and  boasted  that  his  prices  on 
direct  competitive  nimibers  of  toy  railroads  were  a  little  lower  than  the  lowest  prices 
of  the  American  trade  manufacturers,  and  he  could  have  sold  at  considerably  lower 
prices  than  he  did  if  it  were  necessary  to  get  the  business. 

I  believe  you  realize  fully  the  seriousness  of  such  competition,  which,  of  course,  is 
possible  only  because  of  the  depreciation  in  exchange  of  the  German  mark. 

Several  ofoiu*  customers  stated  to  me  on  a  recent  trip  that  their  German  toy  impor-. 
rations  cost  them  landed  at  United  States  ports,  duty  p.ud,  lefls  than  3  cents  per  mark. 

In  other  words,  they  are  underselling  us  now  in  order  to  get  the 
business.     He  was  out  tOiget  the  profit. 

Senator  Smoot.  That  is  the  way  they  will  all  do  in  Germany. 

Mr.  Coleman.  Yes. 

Gentlemen,  the  only  thing  that  will  save  the  American  toy  industry 
from  the  present  abnormal  low  wages  abroad  and  depreciated  ex- 
change is  to  adopt  the  American  valuation  plan  and  base  your  duties 
on  cost  of  similar  merchandise  in  this  country. 

The  American  valuation  will  make  duties  equal  from  all  countries, 
regardless  of  the  cost  of  production  or  depreciation  in  their  exchange. 

American  valuation  will  avoid  xmdervaluation  and  fictitious  valu- 
ations. The  same  John  Bing  who  was  referred  to  in  Mr.  Haffner's 
letter  is  the  head  of  a  $10,000,000  toy  combine  in  Germany  that  manu- 
factures goods  practically  exclusively  for  export  through  himself. 
This  being  the  case,  he  can  establish  a  seUing  price  for  himself  abroad 
at  whatever  he  pleases  and  make  his  profit  on  the  sale  of  goods  in  this  . 
country  after  he  has  brought  them  in  at  a  value  which  does  not  in- 
clude all  of  the  real  costs  which  were  contemplated  when  the  present 
law  was  written. 

Senator  Simmons.  You  say  the  American  valuation  will  avoid 
undervaluation.  Don't  you  think  that  it  would  sometimes  result  in 
gross  overvaluation  in  order  to  increase  the  tariff  rates  ? 

Mr.  Coleman.  What  is  that  ? 

Senator  Simmons.  Will  it  not  sometimes  result  in  gross  over- 
valuation in  order  to  increase  the  tariff  rates  ? 

Senator  Smoot.  That  would  depend  upon  the  ad  valorem  rates 
fixed. 

Senator  McLean.  And  it  would  depend  upon  foreign  competition. 

Mr.  Coleman.  This  same  John  Bing,  as  I  have  said,  is  the  head  of 
a  $10,000,000  toy  corporation  or  combine  in  Germanv  that  manu- 
factures goods  practic^y  exclusively  for  export  through  himself. 

Senator  Simmons.  Suppose  there  are  four  manufacturers  of  trains. 
Suppose  they  get  together  and  form  a  combine.  Thev  say,  "By 
raising  the  price  of  our  toys,  we  can  increase  the  duty  of  the  Grermans 
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because  we  increase  the  value  at  which  the  product  will  be  appraised 
when  it  enters  the  country." 

Mr.  Coleman.  All  right. 

Senator  Simmons.  May  that  not  lead  to  overvaluation  ? 

Mi.  Coleman.  What  is  the  American  manufacturer  going  to  do  if 
he  keeps  raising  the  price  ?  If  he  does  that,  people  wilTnot  buy  that 
particular  toy;  they  will  buy  some  other  toy. 

Senator  Simmons.  I  do  not  know  that  the  American  people  will  do 
that  sort  of  thing.  They  seem  pretty  much  disposed  to  pay  whatever 
is  asked  if  they  want  tne  article.  If  your  train  is  controlled  by  a 
monopoly,  you  can  raise  the  price  as  much  as  you  please. 

Mr.  Coleman.  But  you  can  not  force  buyers  to  ouy  it. 

Senator  Simmons.  But  you  can  raise  it  as  much  as  they  will  stand. 
The  public  seems  disposed  to  stand  a  great  deal. 

Mr.  Coleman.  During  the  war  our  prices  advanced. 

Senator  Simmons.  Certainly  they  did. 

Mr.  Coleman.  Wait  a  minute.  They  advanced  less  than  80  per 
cent  over  the  prewar  prices.     Now,  there  are  a  few  commodities—; — 

Senator  Simmons.  I  am  not  talking  about  that.  I  am  not  referring 
to  you  Darticularly. 

Mr.  Coleman.  You  spoke  of  us  train  manufacturers. 

Senator  Simmons.  I  said  if  you  combine. 

Mr.  Coleman.  There  are  few  items  that  I  can  find  the  price  of 
which  in  1920  had  not  been  advanced  more\han  80  per  cent  over  the 
prewar  value. 

Senator  McLean.  When  you  raise  the  price  you  get  an  increase 
on  account  of  the  difference 

Mr.  Coleman.  Yes. 

Senator  McLean.  And  just  as  soon  as  you  bring  about  that  in- 
crease it  works  to  the  advantage  of  the  Gterman  manufacturers,  does 
it  not? 

Mr.  Coleman.  Certainly. 

Nov,  may  I  refer  agam  to  John  Bing.  I  have  said  that  as  the 
head  of  a  $10,000,000  combine  in  Germany  he  manufactures  goods 
practically  exclusively  for  export  through  himself.  In  other  words, 
if  he  wants  to  do  so,  ne  can  sell  goods  to  himself  at  less  than  what  it 
actually  costs  to  produce  in  Germany  and  then  make  a  profit  on  the 
selling  price  in  this  country.  Inasmuch  as  he  controls  the  factories 
thepront  goes  to  him  and  ne  is  perfectly  satisfied. 

Tne  American  valuation  will  give  the  American  manufacturer  a 
chance  to  continue  in  business  instead  of  being  driven  from  his  own 
home  market,  because  of  the  fact  of  abnormal  Tow  cost  of  production 
abroad  and  depreciated  currency. 

American  valuation  will  not  mflate  prices  to  the  consumer.  Dur- 
ing the  war  the  American  toy  industry  grew  until  it  was  completely 
able  to  supply  the  home  market,  which  resulted  in  the  keenest  kind 
of  competition  among  American  manufacturers.  If  the  duties  on 
forei^  toys  were  assessed  on  American  valuation,  and  that  seems  to 
be  a  just  request,  we  should  have  an  opportunity  of  competing  with 
the  imported  goods  on  an  equal  basis.  It  would  be  real  competi 
tion  wnich  womd  permit  a  rapidly  growing  industry  to  live. 

Senator  Simmons.  What  rate  of  duty  would  you  have  to  have, 
leaving  out  German  valuation,  in  order  to  protect  you? 
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Mr.  Coleman.  I  would  not  attempt  to  answer  oflFhand,  because  I 
have  not  prepared  myself. 

Senator  Walsh.  According  to  these  priees,  it  would  be  about  200 
per  cent. 

Mr.  Coleman.  It  would  be  something  like  that. 

Senator  Walsh.  These  trains  here  are  $5  per  dozen,  and  you  say 
you  make  and  sell  them  for  $10. 

Mr.  Coleman.  It  would  take  approximately  100  per  cent  on  the 
article  that  costs  $5.  It  will  vary  with  different  articles,  of  course. 
It  is  difficult  to  tell. 

Senator  Simmons.  Would  you  say  that  with  the  American  valua* 
tion  of  40  per  cent  you  would  be  protected  ? 

Mr.  Coleman.  Yes,  sir. 

Senator  Simmons.  Without  the  American  valuation  probably  it 
would  be  100  per  cent? 

Mr.  Coleman.  Yes,  sir. 

Senator  Simmons.  So  that  the  effect  of  the  American  valuatioh  in 
your  case  is  to  raise  your  potential  protection  from  40  per  cent  to  100 
per  cent  ? 

Mr.  Coleman.  Possibly,  in  the  one  individual  case;  but  that  is 
not  the  question.  As  I  say,  I  am  not  here  arguing  on  the  rate  ques- 
tion. It  is  not  so  much  the  question  of  what  the  rate  is.  We  would 
be  satisjfied  with  10  per  cent  if  that  would  give  us  sufficient  protection. 

Senator  Simmons.  I  am  trying  to  find  out  what  protection  we  will 
give  you  by  the  adoption  of  the  American  valuation. 

Mr.  Coleman.  Yes. 

Senator  Simmons.  In  your  case  it  would  be  100  per  cent  as  against 
40  per  cent.  It  is  40  per  cent  in  the  bill,  but  potentially  it  is  equal 
to  100  per  cent. 

Senator  Walsh.  I  am  going  to  ask  the  witness  to  leave  this  memo* 
randum  with  us. 

Mr.  Coleman.  I  shall  be  very  glad  to  do  that. 

It  has  been  argued  that  because  our  present  system  has  been  in 
operation  for  over  100  years,  it  should  continue  indefinitely.  The 
same  ar^ment  is,  of  course,  applicable  to  any  change.  And  from 
the  testimony  you  have  heard  of  experts,  you  can  see  that  they  feel 
that  it  is  possible  in  a  short  length  of  time  to  have  the  new  law  working 
smoothly. 

The  importers  claim  under  American  valuation  they  could  not  tell 
what  their  Landed  costs  would  be.  So  far  as  toys  go,  I  have  shown 
the  prices  can  be  ascertained  six  to  eight  months  ahead,  and  by  basing 
the  duties  on  American  valuation  the  importer  would  know  what  the 
amount  of  the  duties  would  be.  The  uncertainty  due  to  fluctuation 
in  exchange  would  be  eliminated. 

I  have  attempted  to  show  you  how  our  industry  has  expanded 
while  German  competition  was  cut  off  by  war  conditions. 

I  have  also  shown  that,  in  spite  of  improved  manufacturing  methods 
under  the  present  condition  of  abnormal  cheap  foreign  labor  and 
depreciated  currency,  the  foreign  manufacturer  is  able  to  undersell 
the  American  manufacturer. 

So  far  as  the  toy  industry  is  concerned,  I  think  that  I  have  suc- 
ce^ully  answered  the  obiections  of  the  importers  to  American 
valuation.  And  I  believe  tnat  if,  as  I  have  shown,  American  valua- 
tion is  practical  for  the  toy  industry,  it  can  be  worked  out  for  other 
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industries  if  the  men  who  are  acquainted  with  the  peculiar  conditions 
of  each  industry  are  called  in. 

Senator  Simmons.  You  say  that  the  appraiser  would  know  the 
amount  of  protection  and  you  would  know,  out  the  American  citizen 
buying  the  product  would  not  know.  He  would  not  know  the 
amount  of  potential  competition  he  was  paying,  would  he  ? 

Mr.  Coleman.  Possibly  not. 

Senator  Simmons.  I  tnink  it  is  a  mighty  good  thing  to  let  the 
Atherican  people  know  what  they  are  called  upon  to  pay. 

Senator  McLean.  It  seems  to  me  that  this  American  valuation 
wMld  ehtsourage  that  very  thing.  Now,  it  is  laid  on  the  wholesale 
price  in  this  country  ? 

Senator  Simmons.  Yes. 

-  Senator  McLEANi  We  all  know  there  is  a  very  wide  spread  between 
the  wholesale  and  retail  prices.  The  profits  are,  in  some  cases, 
unconscionable.  If  we  published  the  wholesale  price  to  the  American 
people  wouldn't  the  tendency  be  to  reduce  the  retail  price  ? 

Mr.  Coleman.  I  would  not  be  surprised. 

Senator  Simmons.  There  is  not  likely  to  be  much  publicity  given 
to  that  matter. 

Senator  McLean.  Well,  I  think  the  American  people  to-day  are 
getting  restless 

Senator  Simmons.  Oh,  I  think  they  are,  too. 

Senator  McLean  (continuing).  Over  the  unconscionable  prices 
they  are  paying. 

Mr.  Coleman.  I  might  add  that  one  of  the  favorite  arguments  of 
the  jobber  or  retailer,  when  you  ask  why  they  prefer  to  get  imported 
merchandise,  is  that  they  can  make  a  bigger  profit.  1  might  add, 
also,  that  these  trains  which  I  procured  by  chance — I  got  them  with- 
out realizing  this  fact — had  no  marking  showing  the  country  of 
origin.  There  was  a  wrapper  on  this  package  here,  out  it  was  merely 
the  packing  wrapper  which  would  not  be  shown  on  the  retail  shelf. 
That  showed  that  it  was  made  in  Germany.  I  have  gone  over  the 
box  very  carefully.  Here  is  a  label  with  nothing  on  it.  There  is 
nothing  on  the  bottom  of  the  box;  nothing  on  the  cars,  and  nothing 
on  the  engines.    That  is  the  kind  of  competition  we  are  up  against. 

Senator  Walsh.  They  sometimes  mark  American  manufac* 
turers'  names  upon  them,  do  they  not  ? 

Mr.  Coleman.  As  an  example  of  that,  I  might  cite  this:  The  Daisy 
air  rifle  is  made  in  Plymouth,  Mich.  That  company  out  there  had 
some  air  rifles  returned  to  it  to  be  repaired.  They  were  sent  to  the 
repair  department.  The  report  came  down  that  these  rifles  were 
not  made  on  their  dies.  The  head  of  the  concern  went  up  and  he 
said,  ''I  can  not  understand  that;  they  are  Daisy  air  rifles.'^  Inves- 
tigation of  the  matter  showed  that  they  were  maae  in  Japan  and  that 
every  singlepart  had  been  duplicated. 

Senator  Walsh.  They  also  make  Spalding's  baseballs  and  bats. 
Have  you  been  in  the  export  business  ? 

Mr.  Coleman.  Yes. 

Senator  Walsh.  Of  course,  during  the  war  that  business  increased  ? 

Mr.  Coleman.  Yes. 

Senator  Walsh.  How  much  ? 

Mr.  Coleman.  Our  total  export  business  last  year  was  over 
SI 50.000.     T  am  including  Canada. 
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Senator  Walsh.  What  was  it  in  1914 1 

Mr.  Ck>L£MAN.  Nothing. 

Senator  Walsh.  To  what  countries  did  you  export  ? 

Mr.  Coleman.  Practically  every  country  on  the  globe — South 
America,  South  Africa,  China,  etc. 

Senator  Smoot.  How  many  foreign  orders  have  you  now  ? 

Mr.  Coleman.  We  have  none,  with  the  exception  of  one  order 
from  England. 

Senator  Smoot.  Does  that  amount  to  very  much ) 

Mr.  Coleman.  Approximately  $5,000. 

Senator  Walsh.  That  is  the  amoimt  of  this  year's  business  t 

Mr.  Coleman.  Yes. 

Senator  Walsh.  This  year's  business? 

Mr.  Coleman.  That  is  practically  all  we  have  to-day.  We  have 
had  a  few  sample  orders.  We  still  have  some  of  our  Canadiaii 
business. 

Senator  Simmons.  Have  you  made  an  effort  to  put  goods  on  the 
foreign  market  ? 

Mr.  Coleman.  Yes:  during  the  war  and  up  to  the  present  time, 
we  have  spent  over  $10,000  in  advertising.  We  spent  $3,000  in 
making  special  design  cars. 

Senator  Simmons.  Did  you  sell  any  to  England  during  the  war? 

Mr.  Coleman.  Yes. 

Senator  Simmons.  How  many  ? 

Mr.  Coleman.  You  probably  know  that  they  had  an  embargo  part 
of  the  time.  You  could  not  take  toys  into  England.  In  1915  we 
shipped  approximately  $7,000  or  $8,000  worth  of  goods  into  England, 
liast  year  we  had  ordere  for  over  $30,000  of  goods  for  England. 
Subsequently,  their  order  was  canceled,  when  German  goods  began 
to  come  into  the  market. 

Senator  McLean.  Hhs  England  an  embai^o  on  Geiman  toys  now  ? 

Mr.  ColemAn.  I  can  not  tSl  you.     Tliey  have  had  it. 

Senator  W.\lsh.  This  condition  to  whicn  you  refer  is  due  to  new 
competition  since  the  war,  and  also  to  curtailment  of  purchasing 
power  ? 

Mr.  Coleman.  Yes;  in  part. 

I  thank  you. 

The  Chairman.  We  will  now  hear  from  Mr.  Joseph  F.  Lockett. 
Mr.  Lockett  was  on  yesterday's  calendar,  but  at  the  request  of  Sena- 
tor Walsh  he  was  carried  over  until  to-dav. 

Mr.  Lockett.  you  reside  in  the  city  of  New  York,  do  you  not  ? 

Mr.  Lockett.  That  is  a  mistake,  Mr.  Chairman:  I  am  from 
Boston. 

8TATB1CBKT  OF  JOSEPH  F.   LOCKBTT,  BOSTON,  MASS.,  COUNSEL 
FOB  NEW  ENQULNB  IMPOBTEBS  AND  TBADEBS'  ASSOCIATION 

(INC.). 

Mr.  IjOCKett.  I  am  a  lawyer  and  am  counsel  for  the  New  England 
Importers  and  Traders'  Association  (Inc.). 

The  Chairman.  In  what  line  of  endeavor  are  they  engaged  ? 

Mr.  Lockett.  In  iniportinjj  various  kinds  of  merchandise  which 
come  into  New  Englana.  This  organization  has  100  members  and 
is  incorporated  unaer  the  laws  of  the  State  of  Massachusetts.     Oiu* 
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president,  Mr.  Theodore  Jones,  of  Jones.  McDuffee  &  Stratton  Co., 
and  our  secretary,  Charles  L.  McAleer,  oi  Jordan  Marsh  O).,  both  of 
Boston,  Mass.,  are  the  committee  who  are  with  me. 

The  Chaibman.  Will  you  submit  your  remarks  as  briefly  as  possible, 
Mr.  Ijockett? 

Mr.  LooKETT.  Mr.  Chairman,  I  shall  be  very  brief,  for  I  appreciate 
the  patience  of  the  committee  and  the  fact  that  there  are  many  other 
witnesses  yet  to  be  called  upon. 

My  remarks  will  be  addressed,  not  to  any  particular  industry,  but 
largely  in  reply  to  and  against  some  of  the  arguments  which  have 
been  made  by  the  proponents  of  this  legislation.  My  remarks  will 
be  largely  upon  the  legal  phases  of  the  Question. 

Tlie  Chairman.  You  are  opposed  to  Uie  legislation,  are  yout 

Mr.  Ix>CKETT.  Yes;  we  are  most  decidedly  and  vehementfy  opposed 
to  the  enactment  of  the  proposed  bill. 

Senator  Simmons.  Speak  out  boldly^  You  may  not  have  many 
supporters  here,  but  jou  will  find  a  few. 

Mr.  LoGKETT.  I  thmk  you  will  have  no  trouble  hearing  me,  Senator. 

At  the  outset,  Mr.  Chairman,  I  think  it  is  a  safe  assertion  that  the 
theory  of  any  protective  tariff  bill  is  to  provide  for  the  difference  in 
the  cost  of  production,  or  the  cost  of  labor,  as  between  foreign  markets 
and  the  home  market.  With  that  view  in  mind,  there  has  been  a 
tendency,  I  think,  upon  the  part  of  the  American  manufacturers 
interested  in  this  matter  now  before  the  committee,  to  be  very 
zealous  in  their  desire  to  continue,  if  possible,  the  maintenance  of 
high  prices  and  large  profits,  all  of  which  does  not  work  out  to  the 
benefit  of  the  ultimate  consumer,  notwithstanding  the  fact  that  the 
American  laborer  may  be  employed  at  a  reasonable  and  profitable 

The  proponents  of  this  legislation  have  advocated  the  adoption 
of  this  method  upon  two  bases  or  for  two  reasons. 

The  first  is  the  need  of  greater  protection  because  *of  the  depre- 
ciation in  foreign  currencies.  They  claim  the  American  manufacturer 
and  the  laborer,  likewise,  is  thus  not  receiving  the  same  de^ee  of 
protection  which  he  would  otherwise  have  received,  or  b  entitled  ta 
receive,  when  the  exchange  is  normal  under  the  theory  of  any  pro- 
tective tariff  bill. 

WiUi  that  phase  of  the  discussion  I  shall  not  take  the  time  of  the 
committee,  because  Mr.  Doherty,  who  is  to  follow  me,  is  counsel  for 
the  National  Council  of  American  Importers  and  Traders,  the  head 
ofiice  bein^  in  New  York,  and  he  is,  perhaps,  one  of  the  best-posted 
men  in  this  country  upon  this  situation,  and  he  will  address  the 
committee.  I  may  add  that  anything  he  says  with  regard  to  that 
situation  has  the  approval  of  our  association. 

The  second  proposition  which  has  been  advanced  by  the  pro- 
ponents of  this  measure  has  for  its  foundation  the  alleged  under- 
valuation now  existing. 

I  have  tried  very  hard  to  read  all  of  the  testimony  which  has  been 

?rinted  by  this  committee,  and  I  attended  the  hearings  here  on  last 
Wednesday  and  yesterday,  but  I  have  not  as  yet  seen  a  single  instance 
of  any  concrete  proposition,  the  name  of  any  particular  importer,  or 
the  value  of  the  merchandise  upon  which  it  has  been  alleged  under- 
valuation has  taken  place. 
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The  discussion,  so  far  as  I  have  been  able  to  see  it,  has  been 
entirely  academic. 

When,  as  has  been  said  by  Mr.  Burgess  in  his  testimony  before  this 
committee,  it  is  alleged  that  there  has  been  an  undervaluation  of 
about  25  per  cent,  it  seems  to  me,  Mr.  Chairman,  that,  in  the  interest 
of  fair  play,  in  the  interest  of  the  iniporters,  and  to  show  their  good 
faith,  that  25  per  cent  should  be  carefully  investigated  to  see  whether 
or  not  it  really  exists. 

I  am  going  to  refer  for  a  moment  to  the  testimony  of  Mr.  Bui^ess 
given  at  the  nearing  on  June  25,  at  which  time,  if  I  correctly  interpret 
what  he  said — ^ana  I  shall  not  attempt  to  read  his  testimony  ver- 
batim— ^it  means  that  this  percentage  of  25  per  cent  of  under- 
valuation was  based  upon  the  fact  that  out  of  a  certain  proportion 
of  invoices  which  he  may  have  seen,  or  of  which  he  had  knowledge,  the 
importer  raised  his  value  upon  entry,  and  because  the  importers 
complied  with  the  law  by  entering  his  goods  at  what  he  supposed 
was  the  market  value,  Mr.  Burgess  allies  that  this  in  and  of  itself 
is  evidoiee  of  undervaluation. 

The  law  prescribes,  if  the  conunittee  will  bear  with  me  for  a 
moment,  that  the  consular  invoice  must  set  forth  the  contract  price 
for  the  goods.  The  law  also  provides,  as  you  gentlemen  well  know, 
that  the  duty  is  to  be  paid  at  the  price  at  whi^  the  merchandise  is 
being  freely  offered  for  sale  in  the  markets  abroad.  The  importer  is 
obliged  upon  entry  to  raise  his  purchase  price  to  equal  that  of  the 
foreign  market  value,  and  unless  he  does  this,  and  tne  Government 
afterwards  raises  the  value,  and  the  case  after  goin^  to  the  courts  is 
eventually  decided  against  the  importer,  a  peneuty  is  assessed  in  the 
sum  of  1  per  cent  for  every  1  per  cent  that  tne  appraised  higher  value 
exceeds  tne  entered  value.  The  penalty,  as  it  is  called,  is  applied 
to  the  appraised  value.  The  difference  in  duty  between  the  appraised 
and  entered  value  upon  the  particular  commodity  is  likewise  assessed 
at  the  rate  of  duty  applicable  to  the  particular  commodity.  So,  in 
cases  decided  against  the  importer,  the  Government  is  enriched  by 
the  payment  of  the  penalty  and  by  the  payment  of  the  amount  of 
difference  in  duty  between  the  appraised  and  the  entered  values  on 
the  commodity  in  question. 

Senator  Watson.  Do  you  think  the  difference  in  exchange  has 
anything  to  do  with  the  tariff  ? 

Mr.  LoGKETT.  I  do  not  want  to  discuss  that  if  I  can  help  it,  Senator. 
I  want  to  confine  myself  to  another  phase  of  the  question.  Mr. 
Doherty  is  goin^  to  discuss  that  matter.  Perhaps  you  were  not 
here  when  I  made  that  statement.  If  it  is  agreeable  and  you  will 
not  think  me  impolite,  I  would  prefer  to  leave  that  to  Mr.  Doherty. 

Senator  Watson.  Of  course;  proceed  in  your  own  way,  sir. 

Mr.  LooKETT.  So,  therefore,  oefore  this  committee  seriously  con- 
siders anything  which  has  been  said  with  respect  to  the  alleged  under- 
valuation the  committee  should  ascertain  and'determine  wnat  under- 
valuation really  is. 

I  would  denne  it  about  as  follows:  Undervaluation  is  where  an 
importer  has  deliberately  intended  to  defraud  the  Government 
by  not  entering  his  goods  at  the  value  prevailing  in  the  foreign  home 
market,  he  knowing  what  said  value  is  at  the  time  he  makes  his 
entry.    I  think  the  word  ''undervaluation"   unexplained  implies 
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fraud  upon  the  part  of  an  importer.  In  this  connection  I  want  to 
say  the  Government  has  the  power  to  reliquidate  any  entry,  after  one 
year,  where  fraud  is  shown. 

While  I  do  not  happen  to  have  the  statistics  at  hand,  I  know  that 
in  the  port  of  Boston  these  cases  are  very  rare.  At  the  port  of  New 
York,  which  is  a  large  port  of  entry,  such  cases  may  be  more  conunon. 

Senator  Walsh.  We,  in  Massachusetts,  have  retained  our  Piuitan 
virtues. 

Senator  McLean.  That  is,  you  let  them  in  on  the  invoiced  val- 
uations t 

Mr.  LocKETT.  Not  necessarily.  It  depends  upon  the  fact  as  to 
whether  or  not  the  invoice  price  is  the  market  price.  I  say  that  in 
Boston  a  man  may  enter  his  goods  at  the  market  price.  We  will 
assume,  for  instance,  that  he  nas  raised  the  value  upon  entry.  If 
he  does  raise  the  value  of  his  own  volition  there  is  no  penalty.  The 
local  appraiser  has  the  right  to  appraise  that  merchandise,  and  when 
he  has  done  so,  if  that  appraisement  is  higher  than  the  entered  value 
of  the  importer,  then  the  importer  has  recourse  to  the  courts.  He 
may  then  go  before  one  of  the  judges  of  the  Board  of  United  States 
General  Appraisers.  Undoubtedly  some  of  you  gentlemen  know 
some  of  them.  Judge  Fischer  is  one  of  them.  There  is  a  further 
appeal  by  either  the  Government  or  the  importer  from  the  decision 
of  the  one  judge  to  a  board  of  three  other  judges,  and  by  protest  the 
case  may  eventually  go  to  the  United  States  Court  of  Customs 
Appeals. 

So  I  contend  that  this  talk  about  undervaluation  has  become  an 
obsession,  I  think,  with  some  American  manufacturers.  They  have 
heard  of  it  so  long  by  others  that  they  reall^j"  do  believe  it  exists. 

So  far  as  I  can  find,  there  is  not  any  evidence  before  the  com- 
mittee of  undervaluations. 

The  statement  of  Mr.  Burgess,  on  page  30  of  the  hearing  of  Monday 
July  25,  is  deserving  of  some  comment.  Where  the  importer  has 
honestly  complied  with  the  law  and  has  deliberately  raisea  the  price 
to  equal  the  foreign  market  value,  that  can  not  be  considered  under- 
valuation. The  only  way  to  get  at  undervaluation  is  to  find  those 
cases  reliquidated  after  one  year  and  those  other  cases  in  which  there 
has  been  evidence,  outside  of  the  official  record,  to  indicate  that  was 
an  intent  to  defraud  the  Government. 

Mr.  Chairman,  in  answer  to  the  question  asked  yesterday  by 
Senator  Dillingham  of  a  gentleman  representing  the  American  Tex- 
tile Co.,  I  want  to  say  this.  The  Senator  asked  for  some  instance 
where  undervaluation  had  occurred  and  in  what  way  it  affected  his 
business.  This  witness  did  not  attempt  to  define  undervaluation  or 
to  refer  to  any  particular  instance.  The  fact  simply  is  that  he  be- 
lieved that  American  valuation  had  come  to  be  quite  a  factor  in  this 
matter  without  being  definitely  able  to  put  his  finger  upon  any 
alleged  undervaluation'  of  merchandise  which  came  into  competition 
with  his  manufactured  product. 

Mr.  Burgess  was  asked  by  Senator  Simmons,  as  I  recall  the  testi- 
mony, if,  during  previous  discussions  relative  to  a  revision  of  the 
tarid 

Senator  Simmons  (interposing).  It  was  the  emergency  tariff. 

Mr.  LooKETT.  I  understood  you  to  refer  to  the  revisions  in  1909 
and  1913. 
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At  any  rate,  Senator  Simmons  asked  a  question  as  to  whether  an 
agitation  for  adoption  of  the  American  plan  had  not  been  prevalent 
for  many  years.  Now,  the  statement  ixas  been  repeatedly  made, 
as  you  Senators  know,  that  the  present  system  has  been  m  vogue 
for  a  long  time.  That  statement  in  and  of  itself  is  not  an  insur- 
mountable objection  to  the  proposed  change.  There  is  nothing  in 
the  record,  so  far  as  I  am  able  to  read,  tending  to  indicate  mat 
undervaluation  exists  now  any  more  than  it  has  in  the  past;  that 
undervaluations  now  are  different  from  those  that  have  existed  for 
the  past  100  years.  So,  therefore,  the  alleged  undervaluation  of 
foreign  goods  is  not,  in  my  judgment,  a  factor  which  should  be 
seriously  considered  by  this  committee  as  a  reason  for  this  change, 
because  there  is  no  evidence  before  this  committee  upon  which  such 
a  finding  could  be  based.  The  statements  of  alleged  undervalua- 
tions are  mere  assertions,  mere  conclusions,  and  are  without  any 
real  basis  or  foundation. 

I  think,  also,  that  there  has  been  a  tendency  on  the  part  of  the 
American  manufacturers  to  believe  that  because  of  the  tremendous 
depression  in  business  the  enactment  of  the  American  valuation 
plan  will  prove  to  be  a  panacea  for  all  ills. 

I  believe  it  was  Senator  Watson  who  on  yesterday  asked  one  of 
the  witnesses  what  proportion  of  the  business  depression,  so  called, 
he  would  attribute  to  the  importation  of  foreign  goods,  and  he  could 
not  give  a  definite  answer. 

Senator  Simmons.  If  you  should  take  the  testimonjr  that  we  heard 
while  considering  the  emergency  tariff,  in  connection  with  some 
testimony  as  to  9ie  low  costs  of  production  in  Germany,  you  would 
find  there  has  been  an  increase  m  value  and  something  very  nigh 
akin  to  overvaluation. 

Mr.  LocKETT.  Yes. 

Senator  Simmons.  Witnesses  have  testified  here,  for  the  Govern- 
ment, that  German  values  in  the  port  of  New  York  were  somewhat 
higher  than  before  the  war,  and  if  thev  are  making  things  at  a  lower 
rate  or  at  a  lower  cost  in  Germany  than  before,  those  values  must 
have  been  overvaluations. 

Mr.  LocKETT.  I  suppose  that  may  be  so.  Senator. 

Most  of  the  cases  which  I  have  tried  before  the  courts — and  I 
mav  say  that  I  am  aj)racticing  customs  attorney 

Senator  Simmons.  Tnere  was  some  intimation  wnen  we  were  taking 
that  testimony,  as  I  recall  it,  that  they  had  deliberately  valued  the 
goods  imported  at  higher  rates  because  they  wanted  to  get  the  price 
up  as  near  as  possible  to  the  price  in  America. 

Senator  Watson.  That  evidence  was  adduced  under  the  dumping 
provision. 

Senaror  Simmons.  Yes:  Under  the  dumping  provisions.  In  other 
words,  they  were  coming  over  here  and^they  wanted  to  get  full 
advantage  of  the  high  market  prices,  and  put  on  a  high  value,  prob- 
ably a  much  higher  value,  than  in  Germany. 

Mr.  LocKETT.  Of  course,  Congress  took  cognizance  of  that  fact 
by  providing  that  the  export  value  should  be  used  for  dutiable  pur- 
poses when  said  value  is  higher  than  the  home  market  price. 

Senator  Watson.  That  is  a  permanent  provision  ? 

Mr.  LocKETT.  That  is  a  permanent  provision. 
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From  a  reading  of  the  record  I  should  say  that  these  alleged  under- 
valuations are  charged  merely  in  cases  where  a  man  has  complied 
with  the  law.  There  is  a  wide  variance  in  the  testimony  of  the 
experts. 

I  beUeve  it  has  been  testified  to  that  the  alleged  undervaluation 
was  something  less  than  one-tenth  of  1  per  cent,  while  Mr.  Burgess 
put  it  as  high  as  25  per  cent.  I  contend  that  before  you  can  go  to 
the  people  of  the  country  and  give  them  as  a  reason  for  the  adoption 
of  tne  American  valuation  plan  that  it  is  to  prevent  imdervaluaUon 
the  committee  ought  to  be  supplied  with  more  concrete  evidence  of 
undervaluation  than  has  been  presented  to  it  up  to  this  time. 

Let  me  make  just  one  more  point.  I  do  not  like,  the  reflection 
which  has  recently  been  cast  by  these  American  manufacturers  who 
feel  they  are,  in  a  sense,  in  the  position  of  the  king  who  caii  do  no 
wrong  and,  consequently,  are  not  subject  to  the  same  criticism  as 
some  other  people  are. 

Mr.  Bui^ess  also  made  this  statement: 

Second,  the  poadbility  of  eecunng  actual  dutiable  valuation  would  be  greatly 
decreased.  Instead  of  having  to  deaf  with  foreign  manufacturerB  and  agente,  whose 
interest  is  to  misrepresent  and  who  usually  refuse  to  give  information  of  any  value, 
the  American  manufacturer  and  wholesale  dealers,  in  whose  interest  the  Government 
desiree  the  information,  would  be  not  only  willing  but  anxious  to  furnish  such  infor- 
mation as  the  Government  would  require. 

I  can  not  let  that  statement  go  unchallenged  in  so  far  as  the 
people  whom  I  represent  are  concerned.  I  do  not  think  that  there  is 
any  reason  for  assuming  that  the  importer  deliberately  and  inten- 
tionally tries  to  evade  the  revenue  laws  of  the  coimtrv.  You  gentle- 
men mow  the  importers.  You  have  seen  many  oi  them  here.  I 
will  venture  the  suggestion  that  when  it  comes  to  the  question  of 
moral  turpitude  in  the  exercise  of  their  business  relations  with  the 
Government  and  with  the  people  generally  their  standilig  will  be 
quite  as  high  and  as  free  from  just  criticism  as  that  of  the  American 
manufacturers. 

Senator  McLean.  The  point  is  you  want  to  get  your  goods  as 
cheaply  as  you  can. 

Mr.  LocKETT.  That  is  right.     We  want  to  get  them  in  honestly, 

though. 

Senator  McLean.  But  your  incentive  is  entirely  different  from  that 
which  actuates  the  other  man  ? 

Mr.  LocKETT.  Oh,  I  can  not  see  that  at  all. 

Senator  McLean.  You  are  a  commission  man? 

Mr.  LocKETT.  Not  necessarily,  Senator. 

Senator  McLean.  I  have  no  doubt  that  the  men  engaged  in  it  are 
honest  men,  but  the  incentive  is  directly  in  opposition  to  that  which 
actuates  the  American  manufacturer. 

Mr.  LocKETT.  But  isn't  that  directly  contrary  to  your  quotation 
of  a  moment  ago  t 

Senator  McI^ian.  No;  because  your  treasure  is  abroad. 

Mr.  LocKETT.  Our  treasiu'e  is  here.  Our  goods  are  here  and  our 
treasure  is  here.  In  that  respect  the  importers  are  in  the  same 
position  as  the  American  manufacturers.  Our  goods  are  sold  here 
and  our  profit  is  here. 

Senator  McLean.  No;  you  must  deal  in  American  made  goods. 

Senator  Walsh.  The  purpose  of  this  bill  is  to  reverse  the  incentive  I 
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Senator  McLean.  I  prefer  to  give  the  benefit  of  the  doubt  to  the 
American  manufacturer  rather  than  to  the  German  manufacturer. 

Senator  Walsh.  I  would  like  to  give  them  both  fifty-fifty. 

Mr.  LocEXTT.  May  I  also  add  that  I  believe,  as  Senator  Keed  said 
the  other  day  or  observM  in  answer 

The  Chairman  (interposing) .  We  heard  Senator  Reed. 

Mr.  L(k;kett.  May  I  just  use  this  for  purposes  of  illustration  t 

The  Chairman.  It  would  seem  to  be  repetition. 

Mr.  LocKETT.  But  I  want  to  use  it  as  an  illustration. 

The  Chairman.  Well,  as  an  illustration  it  will  be  admitted; 
proceed. 

Mr.  LooKETT.  Senator  Reed  said,  in  the  hearing  of  Monday, 
July  25: 

Well,  just  to  clear  it  up^  while  there  might  not  be  the* incentive  to  lower  the  cost  of 
production,  because  that  is  already  taken  care  of  bv  the  desire  of  the  man  to  produce 
^i^oods  as  cheaply  as  he  can  and  make  as  much  pront  as  he  can,  it  is  neveithefess  true 
that  the  system  suggested  would  have  a  tendency  to  remove  the  incentive  or  necessity 
for  lowering  the  pnce. 

I  think  that  is  an  exact  simmiary  of  the  situation. 

Senator  Smoot  had  called  attention  to  the  fact  previously  that  it 
woidd  not  necessarily  follow  that  the  price  would  be  higher,  but 
Senator  Reed's  defimtion  of  the  proposed  legislation  that  it  ''would 
have  a  tendency  to  remove  the  mcentive  or  necessity  for  lowering 
theprice,"  seems  to  express  it  exactly. 

The  CHAiRBiAN.  That  remark  did  not  apply  to  dyestuffs. 

Mr.  LocKETT.  It  was  made  while  Mr.  Page  was  on  the  stand. 

The  CHAOUiAN.  Well,  we  have  that  testimony. 

Mr.  LocKETT.  Another  point  I  desire  to  make  is  this,  that  if,  imder 
the  law  as  proposed,  prices  in  the  United  States  are  to  be  taken  as  a 
basis  and  tnis  legislation  is  to  be  adopted,  I  sugj^est,  Mr.  Chairman — 
and  I  sincerelv  hope  it  is  a  constructive  suggestion — that  it  would  be 
wise,  fair,  and  just  to  enact,  as  a  part  of  the  law,  a  provision  which 
will  shift  the  burden  of  proof  so  that  when  the  Government  raises  the 
value  upon  appraisement  the  Government  will  have  to  establish  its 
case  betore  the  courts  by  a  preponderance  of  the  evidence  that  the 
value  which  it  claims  is  correct.  That  is  the  reverse  of  the  present 
practice.  It  seems  to  me,  under  the  proposed  law,  the  importer  is 
going  to  be  put  at  a  decided  disadvantage  when  it  comes  to  trying  to 
prove,  as  he  now  has  to  under  the  present  law,  that  his  enterea  value 
was  correct.  To  do  that  he  would  have  to  go  to  the  very  men — 
dealers  and  manufacturers — ^who  are  chiefly  responsible,  pernaps,  for 
having  his  goods  advanced,  and  must  ask  them  to  testify  or  sub- 
poena them  into  court  to  testify  in  his  behalf.  This  would  be  unfair 
and  prejudicial  to  his  interests. 

There  has  been  a  great  deal  of  talk  and  testimony  before  this  com- 
mittee with  respect  to  the  inability  to  obtain  evidence  of  foreign 
value  abroad. .  I  have  been  trying  customs  cases  for  many  years  and 
I  have  never  had  anv  difSculty.  I  might  say  that  I  have  had  no 
cases  covering  goods  /rom  Germany,  with  one  exception.  I  have  had 
no  difiiculty  in  obtaining  information  as  to  f orei^  values,  and  I  know 
that  the  Government  has  not,  in  the  cases  which  have  come  to  my 
knowledge,  had  any  difiiculty  in  obtaining  information  about  foreign 
values. 
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From  a  reading  of  the  record  I  should  say  that  these  alleged  under- 
valuations are  charged  merely  in  cases  where  a  man  has  complied 
with  the  law.  There  is  a  wide  variance  in  the  testimony  ol  the 
experts. 

I  believe  it  has  been  testified  to  that  the  alleged  undervaluation 
was  something  less  than  one-tenth  of  1  per  cent,  while  Mr.  Burgess 
put  it  as  high  as  25  per  cent.  I  contend  that  before  you  can  go  to 
the  people  of  the  country  and  give  them  as  a  reason  for  the  adoption 
of  tne  American  valuation  plan  that  it  is  to  prevent  undervaluation 
the  conmiittee  ought  to  be  supplied  with  more  concrete  evidence  of 
undervaluation  than  has  been  presented  to  it  up  to  this  time. 

Let  me  make  iust  one  more  point.  I  do  not  like,  the  reflection 
which  has  recently  been  cast  by  these  American  manufacturers  who 
feel  they  are,  in  a  sense,  in  the  position  of  the  king  who  can  do  no 
wrong  and,  consequently,  are  not  subject  to  the  same  criticism  as 
some  other  people  are. 

Mr.  Bui^ess  also  made  this  statement: 

Second,  the  poadbility  of  securing  actual  dutiable  valuation  would  be  greatly 
decreased.  Instead  of  having  to  deal  with  foreign  manufactarere  and  agents,  whoee 
interest  is  to  misrepresent  and  who  usually  refuse  to  give  infonnation  of  any  value, 
the  American  manufacturer  and  wholesale  dealers,  in  whoee  interest  the  Government 
desires  the  information,  would  be  not  only  willing  but  anxious  to  furnish  such  infor- 
mation as  the  Government  would  require. 

I  can  not  let  that  statement  go  imchallenged  in  so  far  as  the 
people  whom  I  represent  are  concerned.  I  do  not  think  that  there  is 
any  reason  for  assuming  that  the  importer  deliberately  and  inten- 
tionally tries  to  evade  the  revenue  laws  of  the  countrv.  You  gentle- 
men Imow  the  importers.  You  have  seen  many  of  them  here.  I 
will  venture  the  suggestion  that  when  it  comes  to  the  question  of 
moral  turpitude  in  tne  exercise  of  their  business  relations  with  the 
Government  and  with  the  people  generally  their  standillg  will  be 
quite  as  high  and  as  free  from  just  criticism  as  that  of  the  American 
manufacturers. 

Senator  McLean.  The  point  is  you  want  to  get  your  goods  as 
cheaply  as  you  can. 

Mr.  LocKETT.  That  is  right.  We  want  to  get  them  in  honestiy, 
though. 

Senator  McLean.  But  your  incentive  is  entirely  different  from  that 
which  actuates  the  other  man  ? 

Mr.  LocKETT.  Oh,  I  can  not  see  that  at  all. 

Senator  McLean.  You  are  a  commission  man! 

Mr.  LocKETT.  Not  necessarily,  Senator. 

Senator  McLean.  I  have  no  doubt  that  the  men  engaged  in  it  are 
honest  men,  but  the  incentive  is  directly  in  opposition  to  that  which 
actuates  the  American  manufacturer. 

Mr.  Lookett.  But  isn't  that  dhrectly  contrary  to  your  quotation 
of  a  moment  ago  ? 

Senator  McIjsan.  No;  because  your  treasure  is  abroad. 

Mr.  LocKETT.  Our  treasure  is  here.  Our  goods  are  here  and  our 
treasure  is  here.  Li  that  respect  the  importers  are  in  the  same 
position  as  the  American  manufacturers.  Our  goods  are  sold  here 
and  our  profit  is  here. 

Senator  McLean.  No;  you  must  deal  in  American  made  goods. 

Senator  Walsh.  The  purpose  of  this  bill  is  to  reverse  the  incentive  1 
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Senator  McLean.  I  prefer  to  give  the  benefit  of  the  doubt  to  the 
American  manufacturer  rather  than  to  the  German  manufacturer. 

Senator  Walsh.  I  would  like  to  give  them  both  fifty-fifty. 

Mr.  LoGKETT.  May  I  also  add  that  I  believe,  as  Senator  Keed  said 
the  other  day  or  observed  in  answer 

The  Chairman  (interposing).  We  heard  Senator  Reed. 

Mr.  LacKETT.  May  I  just  use  this  for  puri>oses  of  illustration  f 

The  Chaibman.  It  would  seem  to  be  repetition. 

Mr.  LoCKETT.  But  I  want  to  use  it  as  an  illustration. 

The  Chaibman.  Well,  as  an  illustration  it  will  be  admitted: 
proceed. 

Mr.  LocKETT.  Senator  Reed  said,  in  the  hearing  of  Monday, 
July  25 : 

Well,  jtist  to  clear  it  up^  while  there  might  not  be  theincentive  to  lower  the  cost  of 
production,  because  that  is  already  taken  care  of  hy  the  desire  of  the  man  to  produce 
floods  as  cheaply  as  he  can  and  make  as  much  pront  as  he  can,  it  is  nevertheTess  true 
that  the  ssrstem  su^ested  would  have  a  tendency  to  remove  the  incentive  or  necessity 
for  lowering  the  price. 

I  think  that  is  an  exact  summary  of  the  situation. 

Senator  Smoot  had  called  attention  to  the  fact  previously  that  it 
would  not  necessarily  follow  that  the  price  would  be  higher,  but 
Senator  Reed's  definition  of  the  proposed  legislation  that  it  ''would 
have  a  tendency  to  remove  the  mcentive  or  necessity  for  lowering 
theprice,"  seems  to  express  it  exactly. 

The  Chairkian.  That  remark  did  not  apply  to  dyestuffs. 

Mr.  LocKETT.  It  was  made  while  Mr.  rage  was  on  the  stand. 

The  Chaoikan.  Well,  we  have  that  testimony. 

Mr.  LoGKETT.  Another  point  I  desire  to  make  is  this,  that  if,  under 
the  law  as  proposed,  prices  in  the  United  States  are  to  be  taken  as  a 
basis  and  tnis  legislation  is  to  be  adopted,  I  suggest,  Mr.  Chairman — 
and  I  sincerely  hope  it  is  a  constructive  suggestion — that  it  would  be 
wise,  fair,  and  just  to  enact,  as  a  part  of  uie  law,  a  provision  which 
will  shift  the  burden  of  proof  so  that  when  the  Government  raises  the 
value  upon  appraisement  the  Government  will  have  to  establish  its 
case  before  the  courts  by  a  preponderance  of  the  evidence  that  the 
value  which  it  claims  is  correct.  That  is  the  reverse  of  the  present 
practice.  It  seems  to  me,  under  the  proposed  law,  the  importer  is 
going  to  be  put  at  a  decided  disadvantage  when  it  comes  to  trying  to 
prove,  as  he  now  has  to  under  the  present  law,  that  his  enterea  v^ue 
was  correct.  To  do  that  he  would  have  to  go  to  the  very  men — 
dealers  and  manufacturers — ^who  are  chiefly  responsible,  pernaps,  for 
having  his  goods  advanced,  and  must  asK  them  to  testify  or  sub- 
pcena  them  mto  court  to  testify  in  his  behalf.  This  would  be  unfair 
and  prejudicial  to  his  interests. 

There  has  been  a  great  deal  of  talk  and  testimony  before  this  com- 
mittee with  respect  to  the  inability  to  obtain  evidence  of  foreign 
value  abroad. .  1  have  been  trying  customs  cases  for  many  years  and 
I  have  never  had  any  difficulty.  I  might  say  that  I  have  had  no 
cases  covering  goods  frora  Germany,  with  one  exception.  I  have  had 
no  difficulty  in  obtaining  information  as  to  forei^  values,  and  I  know 
that  the  Government  has  not,  in  the  cases  which  have  come  to  my 
knowledge,  had  any  difficulty  in  obtaining  information  about  foreign 
values. 
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Mr.  George  C.  Davis,  with  Mr.  Otto  Fix,  who  has  done  and  is  still 
doing  a  very  constructive  work  in  charge  of  the  certified  valuation 
report  bureau  of  the  appraisers'  office  at  New  York  City,  gathers 
imormation  as  to  the  values  of  goods  entered  at  all  the  ports  in  the 
country,  which  information  is  oisseminated  among  the  various  col- 
lectors of  customs.  They  have  those  values,  so  that  when  the  Ameri- 
can manufacturers  come  to  you  and  tell  vou  of  the  great  difficulties 
that  exist  in  obtaining  foreign  values  unaer  the  present  law,  I  think 
their  statements,  in  allfaimess,  may  be  said  to  be  largely  exaggerated. 
.    Senator  Watson.  We  will  be  compelled  to  have  a  higher  tariff. 

Mr.  IjOCkett.  I  think  that  is  right. 
.   Senator  Watson.  Just  a  minute,  if  you  please.     We  will  be  com- 
pelled to  have  a  higher  tariff  on  account  of  German  competition  more 
than  on  account  of  any  other  competition  in  the  world,  with  the 
possible  exception  of  Japan. 

Mr.  LoGKETT.  I  think  that  is  right. 

Senator  Watson.  Suppose  that  we  put  a  tariff  on  that  will  be  suffi- 
cient to  protect  the  American  manufacturer  from  the  German  com- 
petitor, wouldn't  that  shut  out  the  imports  from  every  other  country 
m  the  world  ? 

Mr.  LocKETT.  It  might  and  it  might  not. 

Senator  Watson.  Wouldn't  it  be  an  absolute  prohibition  ? 

Mr.  LooKETT.  It  might  or  it  might  not,  depencfing  upon  conditions. 

Senator  Watson.  !No;  would  it  not  absolutely? 

Mr.  LocKETT.  I  would  say  it  would  not  absolutely. 

Senator  Watson.  Why  not?  If  you  put  on  a  tariff  sufficiently 
high  to  protect  us  from  German  competition  and  the  German  manu- 
facturer is  producing  at  a  far  lower  rate  or  price  than  any  other  com- 
petitor, then,  perforce,  would  not  that  prohibit  competition  from 
anv  other  country  in  the  world  ? 

Mr.  LocKETT.  On  goods  coming  from  Germany  ? 

Senator  Watson,  uould  we  get  anything  from  Italy  or  England 
or  France  imder  those  conditions  ? 

Mr.  LocKETT.  As  to  such  goods  as  were  made  in  England  and  not 
in  Germany. 

Senator  Watson.  But  what  are  they  ? 

Mr.  LocKETT.  I  can  not  answer  offhand.  You  asked  me  if  there 
would  be  an  absolute  prohibition.  I  do  not  think  there  would  be. 
I  think  there  would  be  as  to  goods  coming  from  Germany  or  similar 
goods  made  in  other  countries,  but  as  to  other  goods  not  made  in 
Germany,  there  would  not  be.  Grermany  does  not  make  every 
kind  of  merchandise  in  the  world. 

Senator  Watson.  Not  every  kind,  possibly,  but  a  great  many 
varieties. 

The  Chairman.  Are  you  nearly  through  ? 

Mr.  LocKETT.  One  more  word  and  i  shall  be  through.  I  think 
a  word  or  two  should  be  said  in  behalf  of  the 

Senator  Simmons  (interposing).  Just  before  you  come  to  that:  Is 
Germany  making  sufficient  quantities  of  these  toys  to  supply  the 
American  market  entirely  ?  If  she  is  selling  at  so  much  lower  prices 
than  any  other  country  in  the  world,  then  we  would  likely  import 
only  frona  Germany,  if  Germany  is  making  toys  way  under  what 
England  is  making  them  for,  or  any  country,  and  the  door  is  open 
to  Germany  in  this  country,  we  would  likely  import  only  from 
Germany. 
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Senator  Watson.  It  would  be  true  up  to  the  point  of  the  supply 
made  in  Germany,  but  I  suppose  Germany  makes  only  about  baff 
enough. 

Senator  Simmons.  There  is  no  question  about  her  ability  to  make 
enough. 

Senator  Watson.  But  she  can  not  make  enough  to  entirely  supply 
the  American  demand,  of  course. 

Senator  Simmons.  No;  I  suppose  not. 

Mr.  Lockett.  In  conclusion,  it  seems  that  before  this  committee 
can  conscientiously  say  that  the  -:\jnerican-valuation  plan  is  to  be 
adopted  the  committee  would  have  to  be  satisfied  from  the  evidence, 
just  as  it  would  be  necessary  for  a  court  and  jury  to  be  satisfied,  that 
the  proponents  of  the  bUl  nave  made  out  a  good  case;  and  in  that 
connection  I  contend  that  the  burden  of  proof  is  upon  them  to  show 
that  the  change  will  be  beneficial  to  the  interests  of  all  the  citizens 
of  this  country.  I  think  that  they  have  not  made  out  a  case  on  the 
record.  But,  assuming  that  the  committee  differed  from  me  and 
you  feel  that  a  case  has  been  made,  I  would  like  to  suggest  that 
a  provision  for  the  estimation  of  the  value  upon  which  the  duty  is 
to  be  paid,  as  presented  by  experts,  is  a  much  better  provision  and  a 
much  clearer  provision  and  will  work  out  much  better  for  all  con- 
cerned than  the  provision  now  embodied  in  the  pending  bUl. 

Senator  Walsh.  Will  you  draft  such  an  amendment  as  you  speak 
of? 

Mr.  Lockett.  I  shall  be  very  glad  to,  but  what  has  been  suggestecl 
is  merely  the  repetition  of  a  published  document. 

Senator  Simmons.  I  was  very  glad  to  hear  you  say  something 
about  the  importers.  The  importer,  I  may  say,  has  been  under 
suspicion  in  our  hearings  and  has  been  lookea  upon  as  an  undesirable 
citizen.  If  we  eliminate  the  importer  altogether,  we  would  neces- 
sarily at  the  same  time  about  eliminate  the  exporter. 

Mr.  Lockett.  I  do  not  see  how  you  can  help  it.  Senator. 

Senator  Walsh.  And  I  do  not  think  there  is  any  desire  to  impute 
false  motives. 

Senator  Simmons.  I  have  heard  it  so  often  said  around  here  '^Oh 
well,  that  comes  from  an  importer. '' 

Mr.  Lockett.  Yes;  that  is  true. 

The  Chairman.  I  want  to  assert  for  myself — -and  I  hope  I  voice 
the  sentiments  of  the  committee — that,  notwithstanding  Senator 
Simmons's  statement,  I  am  approaching  these  questions  with  an 
open  mind. 

Senator  Simmons.  I  think  the  chairman  is,  so  far  as  I  know. 
I  want  to  clear  him. 

The  Chairman.  In  view  of  the  fact  that  the  chairman  has  been 
cleared,  the  committee  will  adjourn  at  this  time  until  2.30  o'clock 
this  afternoon,  at  which  hour  Mr.  Doherty  will  be  heard,  followed  by 
other  witnesses. 

(Thereupon,  at  12.25  o'clock  p.  m.,  a  recess  was  taken  until  2.30 
o'clock  p.  m.  of  the  same  day.) 

after  recess. 

Senator  McCumber  (presiding).  The  committee  will  come  to  order. 
Mr.  Doherty,  I  believe  you  are  the  next  witness  on  the  list. 
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STATBMBNT  OF  THOMAS  J.  DOHERTY,  BBPBBSENTING  THB  NA* 
TIONAL  COUNCIL  OF  AMBBICAN  IMPOBTBBS  AlH)  TBADEBS, 
NEW  YORK  CITY. 

Senator  Smoot.  What  is  your  residence,  Mr.  Doherty  ? 

Mr.  Doherty.  New  York  City. 

Senator  Smoot.  Whom  do  you  represent  ? 

Mr.  Doherty.  I  represent  the  National  Council  of  American  Im- 
porters and  Traders.  That  is  an  organization  that  has  at  present 
over  300  members  who  are  located  in  practically  all  the  large  cities  of 
the  country  and  in  some  of  the  smaller  cities. 

I  should  like  to  expilain,  because  of  some  questions  relating  to  the 
character  of  organizations  represented  here,  that  this  is  no  mushroom 
concern,  nor  was  it  formed  for  the  purpose  of  spreading  propaganda. 
In  the  early  part  of  this  year  when  some  proposed  legislation  was 
discussed  it  excited  a  great  deal  of  interest  among  those  who  were 
concerned,  among  merchants  who  were  importing  foreign  merchan- 
dise, and  many  questions  were  asked  and  a  good  deal  ofcorrespond- 
ence  ensued.  It  finally  became  obvious  that  it  was  necessary  for 
them  to  get  together  and  have  a  meeting  and  exchange  views  and 
determine  for  themselves  whether  any  of  this  proposed  legislation  was 
or  was  not  inimical  to  their  interests.  As  a  result  of  that  the  oi]^ani- 
zation  was  formed,  and  it  is  incorporated  under  the  laws  of  the  State 
of  New  York.  It  is  intended  to  be  a  permanent  organization  for  the 
purpose  of  rendering  what  services  we  can,  both  to  the  importing 
fraternity  and  to  the  Government,  in  connection  with  imported  mer- 
chandise. From  the  appearance  of  things  I  am  inclined  to  believe 
that  the  importers  will  need  all  the  assistance,  both  human  and 
divine,  that  thej  will  be  able  to  summon  to  their  aid. 

During  all  this  discussion  as  to  the  proposed  change  in  the  basis  of 
valuation  this  organization  did  not  talce  any  stand,  oecause  the  pre- 
amble to  its  constitution  declares  that  it  does  not  and  will  not  take 
any  stand  on  public  questions  until  such  matters  have  been  fully  dis- 
cussed and  their  bearing  on  the  welfare  of  the  importing  interests  fully 
considered.  Consequently,  our  organization  dia  not  go  on  record  as 
to  this  matter  until  there  was  an  actual  concrete  piece  of  legislation 
presented.  ... 

The  phase  of  the  domestic  valuation  question  that  is  presented  to 
the  committee  is,  of  course,  contained  in  section  402  of  H.  R.  7456, 
which  directs  that  imported  merchandise  shall  be  appraised  for  duty 
on  the  basis  of  comparable  and  competitive  American  products;  ana, 
briefly,  if  there  is  none  such,  then  the  appraising  officers  are  authorized 
to  use  any  means,  or  all  means,  or  no  means  at  all,  to  determine  the 
value.  The  grant  of  power  to  these  appraising  officers  under  the 
second  half  of  this  section  402  is  absolutely  amazing;  it  is  appalling; 
and  so  is  the  responsibmty  which  it  casts  upon  them.  Consequently, 
to  this  section  402  I  shall  address  my  remarks. 

Senator  Smoot.  You  would  not  object  to  having  an  amendment  to 
the  House  provision  requiring  in  such  a  case  that  the  importer  make 
an  affidavit  as  to  the  pnce  at  which  the  goods  were  to  be  sold  ? 

Mr.  Doherty.  Senator,  you  do  not  need  any  affidavit.  The 
trouble  is  that  the  importers  will  not  be  able  to  give  that. 

Senator  Smoot.  Are  you  opposed  to  that  ? 

Mr.  Doherty.  You  can  not  put  a  prophecy  in  an  affidavit. 
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Senator  Smoot.  But  are  you  opposed  to  that  being  done  ? 

Mr.  DoHERTY.  Opposed  to  what  ? 

Senator  Smoot.  The  importer  making  an  affidavit  as  to  the  price  at 
which  he  sdls  the  goods  in  America,  just  the  same  as  he  is  compelled 
to-day  to  make  an  affidavit  as  to  what  the  invoice  price  is  in  foreign 
countries. 

Mw.  DoHSRTY.  No;  'there  would  not  be  the  slightest  objection  to 
that  if  he  knew,  but  he  could  not  control  the  future  course  of  prices. 
^In  respect  to  this  section  402,  it  is  utterly  impractical  and  im- 
practicable. It  is  unsound  economically.  It  is  not  in  harmony  with 
the  canons  of  good  business  at  all.  And  without  making  the  language 
too  strong,  I  Uiink  it  is  really  the  most  monstrous  piece  of  legislation 
that  has  ever  been  put  out  by  either  House  of  Congress  in  connection 
with  tariff  matters.     It  is  unworkable  as  it  stands. 

Senator  Smoot.  Otherwise  it  is  all  right  ? 

Mr.  Doherty.  I  have  a  few  more  things  to  shj  about  it.  I  am 
going  to  point  out  categorically  some  pf  the  objections  that  we  have 
to  tms  section  402,  and  then  I  shall  discuss  them.  In  the  first  place, 
it  does  not  comport  with  the  facts  and  with  the  realities  of  interna- 
tional commerce.  It  does  not  fit  in  with  the  transactions  of  business 
life.  It  can  not  be  made  to  apply  to  business  as  it  is  conducted  and 
as  it  must  be  conducted.  Seconaly,  it  will  undoubtedly  result  as  it 
stands  now  in  a  substantial  increase  in  commodity  prices,  and  that 
just  at  a  time  when  labor  is  being  deflated,  wages  are  being  reduced, 
and  then,  again,  it  will  arrest,  to  a  very  great  extent,  the  downward 
trend  of  commoditv  prices  to  a  norma!  level.  It  will  bring  this 
result  because  it  will,  to  a  very  considerable  degree,  eliminate  foreign 
competition. 

It  will  especially  hamper  and  restrict  international  commerce  in 
this  way:  A  great  deal  of  intemationed  commerce  consists  of  the 
taking  of  orders  in  this  country  for  goods  to  be  made  in  pursuance  of 
those  orders,  which  goods  are  not  in  stock,  but  which  have  to  be 
made  and  will  not  enter  into  commerce  in  this  coimtry  for  six  months 
or  nine  months  after  the  orders  are  placed.     It  is  manifest  that  if  the 

{prevailing  American  selling  price  at  the  date  the  goods  are  shipped 
rom  the  other  side  will  govern  the  basis  of  duty,  the  importer  can  not 
possibly  know  what  the  prices  prevailing  aie  or  will  be  a  year  or  nine 
months  hence.  Again,  if  there  is  no  comparable  American  article  at 
the  time  this  order  is  placed,  there  may  possiblv  be  one  made  in  the 
interim.  So,  therefore,^  he  will  not  know  whether  his  goods  will  be 
appraised  upon  the  basis  of  this  comparable  price  or  not. 

Right  at  the  very  beginning  I  want  to  call  your  attention  to  the 
language  used  in  section  402.    It  says: 

Except  as  otherwise  provided  by  law,  the  word  "value"  wherever  used  in  this  act 
or  in  any  other  law  relating  to  the  appraisement  or  the  classification  of  imported  mer- 
chandise shall  mean  the  price  on  the  date  of  exportation  of  the  imported  merchandise 
at  which  comparable  and  competitive  products  of  the  United  States  are  ordinarily 
sold,  etc. 

The  first  thing  is  what  do  you  mean  by  ''comparable  and  com- 
petitive"? Apparently,  the  articles  must  be  both  comparable  and 
competitive.  Now,  what  is  the  meaning  of  ''comparable"?  Not 
one  of  the  proponents  of  this  legislation — and  by  actual  count  you 
have  had  25  of  them  before  you — has  ventured,  on  a  definition  of 
'' comparable";  and  many  of  us  have  discussed  the  matter  over  and 
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over  and  we  are  unable  to  find  out  the  meaning  of  the  word.  There 
is  a  word  gom^  into  the  law  without  any  dc^nition  attached  to  it,  a 
word  that  is  clearly  open  to  construction  and  to  varied  interpretar- 
tions,  and  a  word  which,  of  course,  will  have  to  be  construjed  by 
customs  examiners.  Frankly,  I  do  not  know  what  it  means,  and 
whatever  it  does  mean,  or  whatever  you  gentlemen  intend  it  to  mean, 
ought  to  be  put  into  the  statute.  Certainly  it  is  a  confession  of 
impotence  to  write  a  word  in  the  law  and  say,  ''We  will  get  the 
courts  to  decide  what  it  means."  You  must  understand  that  the 
function  of  the  courts  in  such  cases  is  simply  to  give  effect  to  your 
intent.  Consequently,  it  must  be  your  intent  that  will  govern  the 
courts.     So  why  not  express  your  intent  right  now  ? 

Senator  McLean.  You  prevent  fraud  by  law,  but  you  do  not 
express  in  your  act  what  constitutes  fraud  ? 

Mr.  DoHERTY.  Indeed  you  do.  You  will  find  it  in  this  tariff  act 
right  here,  in  two  sections. 

Senator  McLean.  Generallv  speaking,  I  mean;  in  the  conunon  law 
and  the  statute  law  against  n*audulent  conveyances  and  all  kinds  of 
fraud  you  do  not  undertake  to  define  what  acts  shiJl  constitute 
fraud.     That  is  for  the  court  and  the  jury  to  decide. 

Mr.  DoHERTY.  The  definitions  in  criminal  law  are  quite  concise 
and  precise  as  well,  and  certainly  no  man  was  ever  yet  convicted  of 
any  offense  unless  it  was  defined  in  the  law.  But,  nevertheless,  this 
word  ''comparable"  must  be  defined.  There  are  several  interpretar 
tions  of  it,  several  possible  constructions.  It  may  mean  identity  or 
it  maj  have  a  looser  meaning.  It  may  include  articles  that  are  not 
identical.  There  is  cause  for  litigation  risht  away.  Supposing;  you 
were  to  construe  it  as  meaning  identical;  tnat  is,  iaentical  phvsically. 
You  would  have  to  have  an  American  article  of  exactly  tne  sam^e 
material  and  the  same  size  and  for  the  same  use  and  having  ful 
physical  features  exactly  alike.  If  you  were  to  limit  it  to  that  it 
would  have  really  very  little  application.  It  is  astonishing  to  find 
from  the  researcn  we  have  made  how  very  few  articles  that  are 
imported  are  identical  with  articles  that  are  made  here.  Nearly 
always  you  will  find  some  feature  that  distinguishes  them. 

Senator  McLean.  You  have  to  find  the  market  value  in  foreign 
countries  of  sinular  articles. 

Mr.  DoHERTY.  No;  we  find  the  market  value  of  the  particular 
article. 

Senator  McLean.  But  in  the  markets  of  the  world.  You  may 
have  articles  that  have  no  market  abroad;  their  only  market  is  here. 

Mr.  DoHERTY.  Yes.  We  do  not  have  to  compare  them  with  any- 
thing else.  We  do  not  have  to  determine  whether  they  are  com- 
f>araDle  with  any  article  here.  In  all  cases  now  imder  the  present 
aw  the  act  of  appraisement  is  the  ascertainment  of  the  value  of  the 
particular  merchandise  that  is  under  appraisement.     This  word  "  com- 

? arable,''  Senators,  is  really  very  dangerous.     You  must  define  it. 
ou  must  say  what  it  means. 

Senator  Mx^Cumber.  What  suggestion  would  you  make  with  refer* 
ence  to  a  definition  that  would  meet  your  views  ? 

Mr.  DoHERTY.  I  have  not  formed  any  views  on  that  particular 
thing,  because  I  think  this  whole  section  is  not  workable  at  all.  It 
can  not  be  made  to  run,  in  order  words.  If  you  wanted  to  extend 
that  provision,  of  course,  you  would  have  to  use  some  such  words  as 
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''similar"  and  describe  the  particulars  in  which  the  similarities  must 
be. 

Senator  McLean.  What  difficulty  would  you  have  in  assessing 
your  rate  on  the  articles  we  had  here  this  morning — toy  trains  ? 

Mr.  DoHEBTY.  That  would  be  a  matter  of  extreme  difficulty, 
although  there  is  a  difference  in  those  trains.  The  American  trains 
were  somewhat  different  from  the  foreign  trains.  They  lacked  cer- 
tain features.     Those  features  went  to  the  essence  of  the  valuation. 

Senator  McLean.  I  think  if  you  were  an  appraiser  you  would  he 
quite  capable.  I  do  not  wish  to  over-compliment  you,  but  I  think 
you  would  be  quite  capable  as  an  appraiser. 

Senator  Smoot.  He  was  an  appraiser  and  quite  a  good  one  a  long 
time  ago. 

Mr.  Doherty.  I  have  served  my  apprenticeship  in  the  appraiser's 
office. 

Senator  McLean.  I  think  if  you  had  had  that  problem  when  you 
were  an  appraiser  you  would  have  found  no  difficulty  in  handling  it. 

Mr.  Doherty.  I  defy  anybody  here  to  define  that  word  ''com- 
parable "  and  make  it  workable.  If  you  mean  identity,  why  not  say 
80  ?  But  if  you  mean  identity,  or  if  you  prescribe  identity,  then  you 
will  have  such  a  limited  class  it  is  not  worth  while  to  upset  the  whole 
tariff  system  of  the  United  States. 

Senator  McCumber.  Then,  you  would  not  use  it  if  you  wanted  to 
make  it  a  workable  law.  Now,  I  am  trying  to  ascertain  what  you 
would  suggest  as  the  best  word  to  use. 

Mr.  Doherty.  Let  us  get  through  with  the  destructive  criticism 
first. 

Senator  McCumber.  I  did  not  know  but  what  you  could  answer 
that  question.     You  say  ''comparable"  is  not  the  right  word. 

Mr.  Doherty.  I  do  not  know  whether  it  is  of  not  because  I  do  not 
know  what  vou  mean. 

Senator  McCumber.  I  am  asking  you  what,  in  your  opinion,  would 
be  the  right  word. 

Mr.  Doherty.  It  all  depends  on  what  you  intend  to  do.  If  you 
intend  that  the  American  article  upon  which  you  are  going  to  appraise 
the  foreign  article  must  be  the  same,  that  is  one  thing. 

Senator  McCumber.  Those  two  dolls  that  were  presented  here 
were  not  identical,  and  yet  they  were  comparable. 

Mr.  Doherty.  They  were  comparable  in  size,  for  example. 

Senator  McCumber.  And  material. 

Mr.  Doherty.  And  comparable  in  material.  If  you  use  the  word 
''  comparable  "  in  connection  with  a  substantive,  if  you  say  comparable 
in  value  or  height  or  weight,  I  know  what  you  mean;  but  when  you 
use  the  word  broadly  without  specifying  in  particular  what  it  must  be, 
I  do  not  know  what  you  mean. 

Senator  McCumber.  We  import  from  Canada  a  great  deal  of 
grain  into  tiie  United  States,  wheat,  known  as  bluestem;  we  raise  on 
mis  side  Scotch  fife,  we  raise  on  this  side  a  grain  that  is  called  marcus. 
If  you  would  look  at  them  you  could  not  ten  them  apart.  Would  not 
they  be  comparable  ? 

Mr.  Doherty.  There  are  many  different  varieties  of  wheat. 

Senator  McCumber.  Would  you  not  say  that  one  was  comparable 
with  the  other? 
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Mr.  DoHEBTY.  I  do  not  know  enough  about  those  particular  grains 
to  answer  your  question,  but  certainly 

Senator  MoCumbeb.  They  are  not  identical;  that  is  true. 

Mr.  DoHEBTY.  No;  but  a  hard  wheat,  for  example,  grown  in 
Canada  is  not  comparable  with  the  soft  wheat  grown  in  the  United 
States. 

Senator  MgCumbeb.  No:  but  it  is  comparable  with  the  hard  spring 
wheat  ^own  in  the  Unitea  States. 

Mr.  DoHBBTY.  Then  vou  have  identity. 

Senator  MoCumbeb.  No;  it  is  not  the  identity,  because  it  may  be 
a  different  species,  as  I  stated.  One  may  be  what  they  call  bluestem 
and  the  other  may  be  what  they  call  marcus.  lliey  look  very 
much  alike. 

Mr.  DoHEBTY.  It  is  one  of  the  favored  arguments  of  the  propo- 
nents of  this  legislation  to  resort  to  such  things  as  wheat  and  copper 
and  cotton,  things  that  have  a  world  market  and  a  world  value.  If 
legislation  were  limited  to  them  there  would  be  no  particular  diffi- 
culty in  administering  it. 

Senator  McLean.  They  constitute  about  what  percentage  of  the 
entire  importations  ? 

Mr.  DoHBBTY.  It  is  very  slight.  I  think  we  have  stopped  import- 
ing wheat  since  the  27th  of  May. 

Senator  McLean.  Take  sugar,  for  instance. 

Senator  Smoot.  Take  plain  woolen  goods  and  plain  cotton  goods. 

Mr.  DoHEBTY.  Sugar  pays  a  specific  rate,  so  that  is  not  affected 
by  this  legislation  at  all,  out  we  do  not  import  any  plain  cotton 
fabrics  of  any  account.  However^  as  to  them,  1  dare  say  there  would 
not  be  any  great  difficulty  because  you  count  the  threads.  The 
fineness  of  the  yams  is  what  determines  the  value  of  those  goods. 
So  there  you  have  an  adequate  basis  for  comparing  them.  The  finer 
the  yam,  of  course,  the  more  valuable  the  cloth. 

Senator  Smoot.  But  it  may  be  different  in  the  warp  and  in  the 
filling,  and  it  may  be  twilled  or  plain.  But  they  are  comparable  in 
order  to  arrive  at  a  value. 

Mr.  DoHEBTY.  A^ain,  I  may  be  a  bore,  but  I  have  got  to  get  back 
to  that  because  I  thmk  that  ought  to  be  cleared  up. 

Senator  Smoot.  Yes;  because  time  is  flying. 

Mr.  DoHEBTY.  I  am  practically  the  first  speaker  on  this  side  of  the 
(]^uestion,  and  you  have  already  heard  about  24  or  25  on  the  other 
side.     I  hope  you  will  not  limit  me. 

Even  if  you  have  identity,  there  are  some  refinements  there.  For 
example,  you  take  two  chma  dinner  plates,  both  exactly  the  same 
size  and  made  of  the  same  ware.  They  will  look  to  you  entirely  differ- 
ent because  of  the  decorations  thereon,  and  you  say  those  are  two 
entirely  different  things;  but  they  are  not.  But  those  decorations 
consist  of  a  certain  number  of  colors  and  a  certain  number  of  printings, 
and  that  constitutes  identity  in  their  production  and  the  cost  of  pro- 
duction. Assuming  that  both  are  equally  attractive,  the  selling  price 
would  be  the  same.  We  have  so  many  aifficulties  in  connection  with 
this  rather  loose  phraseology  that  I  felt  it  my  bounden  duty  to  call 
your  attention  to  it. 

If,  on  the  other  hand,  '^comparable"  does  not  mean  identity  but 
permits  the  appraisers  to  use  their  discretion  and  to  go  far  afield,  then 
surely  you  have  opened  a  Pandora^s  box  of  troubles  and  evils,  the 
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end  of  which  I  do  not  believe  any  man  can  foresee.  There  is,  I  think, 
somewhere  in  these  hearings  a  record  of  261  examiners  of  merchan- 
dise in  the  United  States. 

Senator  Simmons.  What  you  mean  is  they  may  be  comparable  in 
some  respects  and  not  in  other  respects,  and  you  do  not  know  to  what 
point  to  determine  the  question  definitely  as  to  whether  they  are 
comparable  for  purposes  of  levying  this  duty? 

.Mr.  DoHERTY.  Precisely.  The  statute  as  it  is  leaves  it  entirely  in 
the  dark.  There  are  261  examiners  of  merchandise,  as  I  said,  scat- 
tered throughout  the  United  States.  If  you  leave  it  to  them  to  say 
whether  one  article  is  comparable  with  another,  you  are  very  apt  to 
find  serious  differences  of  opinion  and  will  find  each  exammer  working 
in  a  different  direction. 

Senator  Watson.  Does  it  not  mean  comparable  up  to  a  decree 
that  it  can  be  substituted  in  the  market  for  the  one  to  which  it  is 
compared  ? 

Mr.  DoHERTY.  That. is  a  still  looser  meaning,  because  you  can 
substitute  an  aluminum  spoon  for  a  silver  spoon  with  perfect  satis- 
faction. 

Senator  Watson.  No;  they  must  be  comparable  not  only  so  far  as 
shape  is  concerned  but  so  far  as  material  is  concerned.  You  can 
import  a  pine  table  and  a  mahogany  table.  Are  the  two  com- 
parable? 1  do  not  think  they  are  from  a  commercial  standpoint, 
although  they  might  be  from  the  standpoint  of  size  and  shape.  They 
are  not  comparable,  as  I  understand  it,  from  the  term  in  tnis  law. 

Mr.  DoHERTY.  It  is  for  you  gentlemen  to  settle  the  meaning  of  the 
terms.  As  I  said  before,  the  whole  aim  of  the  courts  is  to  ascertain 
the  meaning  of  the  legislators  and  give  it  effect.  Why  should  you 
use  a  term  which  is  so  ambiguous  and  susceptible  of  different  con- 
structions and  say  lamely  that  you  are  going  to  leave  it  to  the  court 
to  find  out  what  you  mean ?    This  is  the  time  to  say  what  you  mean. 

Senator  Watson.  We  have  not  said  that.  I  do  not  know  of  any- 
body that  is  saying  we  are  going  to  put  it  in  here  with  such  a  lame 
meaning  that  tne  courts  will  have  to  determine  what  it  is. 

Mr.  DoHERTY.  It  is  in  here  all  right. 

Senator  Watson.  I  thought  you  said  that  somebody  on  the  com- 
mittee stated  that  we  were — ^ 

Mr.  DoHERTY.  No;  I  did  not  say  that,  but  I  did  say  that  if  you 
enact  it  into  law  the  way  it  is  now  you  are  passing  it  up  to  the  courts 
to  decide  what  you  mean  yourselves. 

Senator  McLean.  The  courts  have  to  define  contracts  in  restraint 
of  trade. 

Mr.  Doherty.  Yes;  but  surely  you  do  not  want  to  write  a  statute 
here  every  word  of  which  has  to  be  litigated. 

Senator  McLean.  The  statutes  that  exist  relating  to  tariff  have 
had  to  be  litigated. 

Mr.  Doherty.  No;  there  are  hundreds  of  paragraphs  in  the  tariff 
law  that  never  can  give  rise  to  the  slightest  oit  oi  litigation  because 
everybody  knows  exactly  what  they  mean. 

Senator  McLean*  It  is  a  reasonable  interpretation  of  the  word 
'*  comparable." 

Mr.  Doherty.  It  is  a  reasonable  interpretation. 

Senator  McLean.  It  has  to  be  a  reasonable  interpretation  of  the 
word  depending  upon  differing  articles. 

81527— 22— A  V ^18 
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Mr.  DoHERTY.  Yes;  but  why  do  not  you  say  what  the  meaning  is 
here?  Why  not  define  it  in  the  statute?  Then  you  will  not  have  to 
go  into  the  courts. 

Senator  McLean.  It  is  a  difficult  matter  to  say  in  the  act  just 
what  conduct  on  the  part  of  a  person  who  perpetrates  fraud  shall 
constitute  that  fraud. 

Mr.  DoHERTY.  The  statutes  do  say  so  and  they  are  very  success- 
fully enforced,  too.  Without  going  outside  of  our  own  tarift  statutes 
there  are  section  in  there  which  have  always  been  successfully 
invoked. 

I  wish  to  emphasize  the  point  that  under  this  section  402  every 
single  importation  can  be  litigated  right  up  to  the  United  States 
Court  of  Customs  Appeals  and  even  in  a  limited  class  of  cases  to  the 
Supreme  Court.  So  there  you  are  confronting  the  commercial  com- 
munity with  a  law  which  right  from  the  very  beginning  nobody 
knows  exactly  what  it  means,  and  you  have  to  wait  to  find  out  what 
it  means  until  you  ^et  into  court.  Every  single  appraisement  imder 
section  402  can  be  litigated,  and  the  reason  is  that  a  construction  of 
a  written  instrument  or  the  determination  of  the  meaning  of  words 
and  phrases  is  a  matter  of  law  for  the  court. 

Senator  Smoot.  Every  item  of  importation  can  be  litigated.  The 
importer  has  a  perfect  right  to  protest. 

Mr.  DoHERTY.  No,  Senator;  not  without  reason. 

Senator  Smoot.  Certainly  he  has. 

Mr.  DoHERTY.  If  you  have  a  provision 

Senator  Smoot.  I  do  not  say  that  he  can  win  his  case,  but  he  has 
a  perfect  right  to  begin  it. 

Mr.  DoHERTY.  But  he  has  no  excuse  for  beginning  it. 

Senator  Smoot.  That  is  another  thing,  and  he  would  have  no 
excuse  under  this,  but  "he  could  begin  it  all  right. 

Mr.  Doherty.  I  beg  your  pardon,  Senator.  Supposing  the 
appraiser  assumed  comparable  to  include  similar  even  to  a  very 
vague  and  indefinite  extent.  It  would  be  the  right  of  the  import^ 
to  oring  an  action  to  recover  money  that  was  unjustly  taken  from 
him. 

Senator  Dillingham.  If  it  were  one  of  that  vague  character  would 
it  still  be  competitive  ? 

Mr.  Doherty.  It  may  well  be. 

Senator  Dillingham.  Do  you  think  it  ordinarUy  would  be,  if  it 
were  so  unlike  it  1 

Mr.  Doherty.  Your  statute  requires  them  to  be  both  comparable 
and  competitive.    '* Competitive"  in  some  ways  is  also  a  loose  word. 

Senator  Dillingham.  That  meets  your  difficulty  if  they  are 
required  to  be  both,  does  it  not  ? 

Mr.  Doherty.  No;  the  same  difficulty  would  exist  as  to  whether 
both  conditions  have  been  met,  whether  they  are  both  comparable 
and  competitive. 

Senator  Dilungham.  But  where  they  have  to  meet  both  there 
must  be  a  considerable  degree  of  certainty,  must  there  not? 

Mr.  Doherty.  No;  the  difficulty  is  just  the  same.  Take  the  case 
mentioned  by  Senator  Watson  of  a  pine  table  and  a  mahogany  table. 
They  might  be  competitive  under  certain  conditions.  They  both 
answer  certain  conditions.  If  you  could  not  get  one  you  would  take 
the  other,  and  certainly  a  pine  and  a  mahogany  table  would  compete 


AMERICAN  VALUATION.  271 

with  poor  people.  A  man  would  like  to  have  the  mahogany  table 
and  could  only  afford  the  pine  table,  but  he  could  stretch  himself  and 
buy  the  mahogany  table. 

Senator  Dillingham.  Do  you  honestly  think  that  is  a  fair  inter- 
pretation of  the  questions  that  might  arise  under  this  tariff  ? 

Mr.  DoHERTY,  Certainly,  Senator.  I  know  from  experience.  I 
was  for  nine  years  in  the  appraisers'  office  in  New  York,  then  four 

fears  secretary  to  Greneral  Appraiser  Fischer,  and  then  for  11  years 
was  a  Oovemment  attorney  trying  cases,  both  classification  and 
appraisement. 

Senator  Dillingham.  When  you  held  office  if  that  question  had 
come  up  would  you  have  considered  it  seriously  ? 

Mr.  DoHERTT.  We  had  to  consider  all  questions  seriously. 

Senator  Dillingham.  But  such  a  question  as  that,  the  difference 
between  a  pine  table  and  a  mahogany  table  being  comparable  and 
conipetitive. 

Mr.  Doherty.  I  did  not  say  they  were  comparable. 

Senator  Dillingham.  I  want  to  know  if  you  as  an  official  would 
have  considered  such  a  proposition  as  that  seriously — that  is,  that 
they  would  be  both  t 

Mr.  Doherty.  I  would;  because  it  was  very  dangerous  to  con- 
sider as  frivolous  any  question  raised.  You  were  very  likely  to  make 
a  mistake  if  you  assumed  from  the  beginning  that  your  opponent 
was  only  playmg. 

As  this  language  stands  now  it  is  open  to  construction  by  the  court, 
and  it  woulabe  made  a  subject  for  litigation.  So,  therefore,  it  is 
unworkable  as  it  stands. 

There  is  another  feature,  namely,  the  price  is  in  the  principal 
market  or  markets  of  the  United  States.  That  would  present  a  very 
serious  difficulty  in  determining  values. 

Senator  Simmons.  Suppose  it  said  comparable  in  its  use  and  in  its 
value.     Would  that  help  out  any  ? 

Mr.  Doherty.  Well,  that  would  result  in  some  very  strange  bed- 
fellows, because  a  great  many  things  of  widely  different  material  and 
construction  and  value  are  used  for  the  same  purposes. 

Senator  Simmons.  It  seems  to  me  that  this  bill  means  the  thing 
that  is  not  both  comparable  in  its  uses  and  in  its  value.  You  are 
directed  to  assimilate  the  value  of  the  foreign  goods  to  the  value  of  a 
domestic  product,  and  unless  it  is  comparable  in  value  it  does  not 
seem  to  fit  this  case.  On  the  other  hand,  unless  it  is  comparable  in 
the  uses  to  which  that  thing  will  be  put  when  we  get  it  here,  it  would 
not  seem  to  fit  this  case. 

Mr.  Doherty.  No;  it  would  not,  but  it  is  value  that  you  are  trying 
to  find  out. 

Senator  Simmons.  Exactly;  therefore,  they  must  be  comparable 
as  to  value.  That,  I  take  it,  would  be  assumed,  but  I  do  not  see  why 
the  bill  should  not  say  that.  If  it  said  comparable  in  value  and  use, 
then  I  think  you  would  have  a  standard  by  which  you  might  deter- 
mine whether  there  was  that  comparison,  that  relation,  which  this 
bill  contemplates. 

Mr.  Doherty.,  I  do  not  know  whether  that  would  help  it  a  great 
deal,  because  jovl  say  comparable  as  to  value.  There  is  an  imknown 
quantity.  It  is  the  value  of  one  thing  that  you  are  tr3dng  to  find. 
I  ou  assume  that  you  know  the  value  of  an  American  article  and  you 
take  that  value  and  want  to  ascertain  the  value  of  the  foreign  article 
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do  you  not?  That  is  what  the  appraisement  is  for — to  determine 
value.  You  would  not  have  the  value  of  it  because  that  is  an  un- 
known quantity. 

Senator  Simmons.  It  is  not  to  be  assumed  that  we  mean  here  that 
you  are  to  go  through  this  process  of  fixing  the  value  of  a  foreign 
product  imless  that  product  Dears  some  comparable  relation  to  some 
American  product  with  which  it  would  be  sold  in  competition. 

Senator  Smoot.  In  other  words,  there  is  not  an  American  merchant 
that  goes  abroad  to  buy  goods  but  what  knows  the  value  of  the  goods 
in  America  and  he  compares  those  goods  with  the  value  of  the  sood3 
in  the  foreign  land.  If  the  foreign  goods  are  cheaper  he  purchases 
them;  if  they  are  higher  he  will  not  buy  them. 

Mr.  DoHERTY.  Pardon  me,  Senator  Smoot;  that  is  like  many 
general  statements;  it  sounds  plausible,  but  it  will  not  stand  analysis. 

Senator  Smoot.  Everything  I  have  bought  I  have  had  to  Imow 
the  value  of,  and  I  knew  what  competition  I  had  to  meet.     If  my 

i'udgmen,t  was  wrong  I  knew  what  would  come  to  me,  and  that  was 
>anKruptcy.     And  so  it  would  be  with  every  purchaser  of  ^oods  from 
a  foreign  country  if  he  did  not  know  the  value  of  the  American  goods. 

Senator  Watson.  Of  course,  these  goods  are  comparable  and  com- 
petitive. 

Mr.  DoHERTY.  Which  goods — the  Senator's  goods  ? 

Senator  Watson.  Yes.  This  law  is  made  to  apply  to  comparable 
goods,  that  is,  goods  which  are  competitive.  If  tney  do  not  compete 
it  does  not  matter. 

Mr.  Doherty.  Then  it  would  mean  made  of  the  same  material. 

Senator  Watson.  No.  Could  not  something  else  be  made  like  it 
and  of  a  like  quality? 

Mr.  Doherty.  Of  course  it  could. 

Senator  Watson.  Then,  it  is  comparable. 

Mr.  Doherty.  That  is  the  vagueness  in  your  law. 

Senator  Watson.  And  it  is  comparable  for  use  and  for  price. 

Mr.  Doherty.  There  is  the  whole  trouble ;  we  do  not  know  exactly 
what  is  meant  by  the  'word.  You  possibly  have  it  in  your  mind. 
All  I  am  asking  you  to  do  is  to  write  the  definition  of  it  and  tell  us 
just  what  it  does  mean.  Then,  at  least,  we  shall  know  how  to  pro- 
ceed. You  must  know  exactly  hwhat  you  mean.  So  this  is  the  time 
and  place  to  say  so.  Do  not  put  us  tnrough  a  long  course  of  liti- 
gation until  we  nave  reached  the  highest  court  in  the  land  in  order  to 
determine  just  what  this  word  means. 

Another  difficulty  is  that  it  requires  value  to  be  found  in  the  prin- 
cipal markets  of  the  United  States.  That  presents  a  very  practical 
difficulty.  Of  course,  the  obvious  answer  is  that  we  have  to  do  the 
same  thing  now  under  the  present  law;  that  is  to  say,  we  have  to 
find  the  value  in  the  foreign  market.  But  that  is  a  very  much  simpler 
proceas  because  most  foreign  countries  are  rather  limited  in  extent 
as  compared  with  our  own  country.  Usually  in  European  coimtries 
you  can  go  from  one  market  to  another  in  a  few  hours,  and  there  can 
not  be  any  great  discrepancy  in  the  prices  in  the  markets. 

Senator  Smoot.  That  applies  to  all  countries  of  the  world,  and  that 
is  as  extensive  as  the  United  States. 

Mr.  Doherty.  We  do  not  now  appraise  goods  in  the  world  market. 
Goods  take  their  value  according  to  the  price  in  the  country  of 
exportation. 
,  Senator  Smoot.  That  is  the  world. 
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Mr.  DoHERTT.  If  you  buy  goods  in  France,  it  is  the  market  in 
France. 

Senator  Smoot.  And  if  they  are  comparable  ^oods  it  is  from  the 
country  that  they  come  to.  So  you  have  to  take  the  market  price 
at  places  in  the  world  from  which  you  take  the  goods. 

Mr.  DoHERTT.  I  do  not  see  that.  If  you  are  appraising  French 
goods  you  appraise  their  value  in  the  principal  markets  of  france. 

Senator  Smoot.  Yes;  and  if  the  goods  come  from  Germany,  it  is 
Germany;  and  if  they  come  from  Endand,  it  is  England;  and  if 
they  come  from  Japan,  it  is  Japan.  We  nave  to  know  values,  I 
think,  in  all  countries  of  the  world- 

Mr.  DoHERTT.  But  you  do  not  have  to  compare  prices  in  one 
country  with  prices  in  another  country.  Each  country  is  a  separate 
unit  for  appraisement  purposes.  Tnerefore,  for  France  we  only 
have  to  know  what  the  value  is  in  Paris,  Marseille,  or  Bordeaux.. 
They  are  only  a  few  hours  distant  from  each  other.  There  can  not 
be  any  great  difference  in*  price.  JBut  take  our  own  countrv  with  its 
vast  stretches  of  territory.  The  value  must  vary  considerably  in  the 
different  markets  of  the  country. 

That  reminds  me  of  the  hearings  before  the  Ways  and  Means  Com- 
mittee of  the  House  last  winter.  I  remember  reading  the  hearings 
on  the  fish  schedule.  A  man  from  the  Northwest  came  and  asked 
for  a  rate  of  3  cents  per  pound  on  some  kind  of  salt  fish.  He  said 
he  did  not  care  anything  at  all  about  the  cost  of  production;  he  only 
wanted  that  duty  because  he  figured  that  was  about  equal  to  the 
freight  rate  from  Seattle  to  New  York.  So  the  whole  duty  he  asked 
for  was  the  freight  rate.  He  wanted  to  meet  the  Norwegian  and 
Scotch  and  Irish  fish  in  the  harbor  of  New  York  on  equal  terms. 
That  gives  vou  some  idea  of  the  great  difficulty  there  will  be  in  de- 
termining  tne  value  in  American  markets. 

Senator  Smoot.  That  is  just  exactly  what  we  have  met  in  every 
tariff  bill  under  the  valuation  that  is  existing  to-day.  That  same 
question  of  protection  to  cover  the  transportation  to  the  centers  of 
markets  has  been  up  every  time  we  have  nad  a  tariff  bill  under  con- 
sideration, and  it  will  come  up  every  time  we  have  one  under  con- 
sideration. 

Mr.  DoHERTY.  That  man  wanted  to  meet  the  European  on  even 
terms. 

Senator  Smoot.  Just  the  same  as  the  California  people  want  a  duty 
on  "their  lemons  to  meet  the  freight  rates  from  California  to  New  York,, 
where  the  center  of  the  trade  is.^  There  is  something  to  be  said  in 
favor  of  that  if  you  are  going  to  try  to  get  that  market. 

Mr.  DoHERTT.  I  only  adduce  that  as  an  illustration. 

Senator  Smoot.  Biit  that  is  under  existing  law;  that  is  under  the 
valuation  in  foreign  countries  and  not  an  American  valuation.  The 
American  valuation  will  simplify  that  considerably. 

Mt.  I)oHEBTY.  But  you  do  not  have  to  meet  any  such  situation  as 
that  m  a  foreign  country.  There  is  no  foreign  country  where  one 
market  is  3,000  miles  awaj  from  another. 

Senator  Smoot.  There  is.  Take  Germany  and  Japan  or  England 
and  Japan.  They  are  much  farther  apart  than  any  market  in  the 
United  States  is  from  any  other  market  in  the  United  States. 

Mr.  DoHERTY.  But  you  do  not  have  to  compare  the  markets  of 
Germany  with  the  markets  of  Japan. 

Senator  Smoot.  But  you  have  to  know  the  values. 
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Mr.  DoHEBTY.  Of  course  you  do,  but  here  you  do  not  have  to  make 
the  common  value  for  unports  from  Germany  and  Japan,  but  you  do 
for  the  United  States.  There  can  only  be  one  market  value  in  the 
country. 

Senator  Smoot.  We  can  have  the  American  value  known  just  as 
well  as  we  can  know  the  value  of  all  the  other  countries  in  the  world. 

Mr.  DoHERTY.  With  all  due  respect  to  you,  Senator,  that  is  only  an 
assertion. 

Senator  Shoot.  I  say  now  without  question  of  doubt  in  my  mind 
that  the  appraisers  can  find  the  American  value  of  goods  as  well  as 
they  can  find  the  foreign  value  of  gpods  in  all  of  the  dmerent  countries 
of  the  world. 

Senator  MgCumbeb.  Let  me  suggest  to  the  Senators  that  there  are 
a  number  of  witnesses  to  be  heard  and  we  are  scheduled  to  get  through 
with  them  to-day.  We  will  have  to  allow  the  witness  to  finish  his 
testimony  as  quicklv  as  possible. 

Senator  Smoot.  I  agree  with  that. 

Mr.  DoHERTY.  In  respect  to  section  402  as  it  stands,  I  want  to  say 
that  nobody  can  tell  what  the  appraisers  will  do  under  it.  You  had 
before  you  Dr.  Page,  the  chairman  of  the  Tariff  Commission,  and  you 
will  find  on  page  12  (hearing  of  July  25)  that  he  said  a  reading 
of  the  pending  bul  does  not  enable  him  to  ascertain  how  the  appraisers 
are  gomg  to  ascertain  the  American  value.  That  statement  is  from 
a  man  with  a  trained  mind.  If  his  erudition  and  experience  do  not 
qualify  him  to  be  able  to  spell  out  from  this  statute  how  the  American 
price  is  to  be  ascertained,  how  can  you  expect  the  261  customs  ex- 
aminers in  the  United  States  to  do  it?  They  have  not  had  the  ad- 
vantages of  training  that  Dr.  Page  has  had. 

Again,  I  quote  Senator  McOumber  in  his  remark  that  he  had  been 
unable  to  find  out  from  a  diligent  perusal  of  the  Ways  and  Means 
Committee  hearings  any  foundation  for  this  statute.  I  defy  anyone 
to  find  anything  in  the  Ways  and  Means  Committee  hearings  which 
will  justify  this  enactment  that  they  have  framed. 

Senator  Watson.  That  is  not  the  fault  of  the  proposed  law  itself: 
that  is  the  fault  of  the  hearings. 

Mr.  DoHERTY.  The  hearings  are  supposed  to  have  afforded  the 
groundwork  for  tjiis  legislation.  There  were  public  hearings  an- 
nounced last  winter.  There  was  no  hearing  held  on  the  American 
valuation  in  the  House.     I  should  like  to  mention  that  fact. 

Senator  Watson.  We  are  aware  of  that. 

Mr.  DoHERTY.  I  am  going  to  modify  that  even.  There  were  on 
May  3  last,  at  the  invitation  of  the  chairman  of  the  Ways  and  Means 
Committee  of  the  House,  quite  a  number  of  people  gathered  there, 
myself  among  the  number,  and  there  was  a  sort  of  symposium  on 
the  subject  of  American  valuation.  There  was  no  precise  statute 
discussed.     It  was  simply  a  sort  of  an  abstract  proposition. 

Senator  Watson.  You  can  not  complain  of  what  we  are  doing. 
We  are  giving  evervbody  a  chance  to  be  heard  here. 

Mr.  DoHERTY.   1  es,  indeed. 

Senator  Simmons.  Suppose  you  were  required  to  find  the  American 
value  of  wheat.  Which  value  would  you  take,  the  Chicago  value, 
the  Baltimore  value,  or  the  value  that  the  farmer  gets  for  it?  I 
notice  in  the  papers  certain  quotations  from  Chicago.  I  figured  the 
other  day  the  price  of  wheat  in  Baltimore  and  I  found  it  was  much 
less  there;  and  there  is  a  mill  not  far  from  where  I  live,  and  I  inquired 
their  price,  which  I  ascertained  to  be  20  cents  less  than  it  was  in 
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Baltimore  per  bushel.  Take  cotton.  What  market  would  you 
select?  In  New  York  cotton  is  quoted  now  at  about  13  cents.  The 
same  cotton  would  be  quoted  at  probably  any  of  the  southern  ports 
at  about  10  cents.  That  would  oe  quoted  probably  at  the  farm  at 
about  9  cents. 

Senator  Smoot.  Let  us  go  and  buy  cotton.  We  will  make  more 
money  than  we  can  in  any  other  way. 

Senator  Simmons.  That  is  a  fact,  o-otton  sells  all  over  the  South 
for  two  and  two  and  a  half  cents  less  than  it  does  in  New  York.  I 
am  just  asking  what  value  the  witness  would  take  as  to  wheat.  Mr. 
Doherty,  womd  you  take  the  Chicago  value,  would  you  take  the 
Baltimore  value,  or  would  you  take  the  value  of  the  wheat  on  the 
farm? 

Mr.  Doherty.  Frankly,  I  can  not  answer  that  question. 

Senator  Simmons.  Is  not  that  one  of  the  difSculties? 

Mr.  Doherty.  That  is  one  of  the  most  serious  difficulties. 

Senator  Dilunqham.  If  that  cotton  were  received  at  New  York 
would  there  be  any  difficulty  in  determining  what  the  market  value 
of  cotton  was  at  that  place  ?  *  * 

Senator  Smoot.  There  would  be  no  difficulty  in  determining  what 
it  would  sell  for  in  New  York.  He  is  required  to  ascertain  the 
American  price ' 

Senator  Dillingham.  At  the  chief  market,  etc. 

Mr.  Doherty.  In  the  principal  market  or  markets. 

Senator  Smoot.  That  is  not  a  mill  down  in  North  Carolina. 

Senator  SniMONs.  They  are  among  the  principal  markets. 

Senator  Smoot.  Do  you  mean  for  wheat? 

Senatpr  Simmons.  Ifo;  for  cotton. 

Senator  McCuMBER.  I  suj^est  that  the  witness  be  permitted  to 
answer  this  one  question.  That  is  a  fair  example.  Minneapolis  is  a 
great  center  for  wheat  in  wholesale  quantities.  So  is  Chic^o,  and 
so  is  Buffalo.  Now,  there  are  three  ^eat  wheat  markets.  Appose 
that  the  prices  were  different  to-day  in  each  one  of  those  markets. 
Which  one  would  you  take  on  a  given  day,  or  would  you  add  the 
three  together  and  divide  the  tm*ee  in  order  to  eet  an  average  ? 
What  would  be  vour  system  of  determining  the  mancet  value  under 
the  provisions  of  the  bill  ? 

Senator  Sutherland.  The  difference  is  almost  entirely  a  matter 
of  freight  rates  in  regard  to  wheat  ? 

Mr.  Dohebty.  Not  entirely. 

Senator  McCumbeb.  No;  everything  sold  on  the  exchange  ^oes  up 
and  down  according  to  certain  influences  of  bulling  and  bearing  the 
market,  and  they  fluctuate  very  materially  between  those  three 
points  m  prices.  Under  the  bill,  how  are  you  going  to  arrive  at  what 
the  value  would  be  in  those  three  principal  markets  on  a  given  daj  ? 

Senator  Simmons.  Will  the  Senator  permit  me  to  supplement  this  ? 
New  Orleans  is  a  ^eat  cotton  market,  and  New  York  is  a  great  cot- 
ton market.  I  think  it  is  notorious  that  the  New  Orleans  price  is 
very  much  less  always  than  the  New  York  price.  Which  of  those 
two  would  you  take  ? 

Mr.  DoHEBTY.  Supposing  two  cargoes  of  cotton  happened  to 
arrive  just  about  the  same  time,  one  in  New  Orleans  and  another  in 
New  York.  They  are  both  principal  markets,  if  you  like;  but  the 
price  is  different  m  each  market.  This  bill  does  not  throw  any  light 
on  that.     I  submit  that  this  bill  does  not  afford  any  answer  to  that 
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question  at  all;  nor  can  we  find  any  answer  in  the  reported  decisions. 
There  have  been,  decisions  defining  the  principal  markets.  In  one 
of  those  decisions  there  was  a  questicm  as  to  the  market  value  of 
some  dyestuffs. 

Senator  Smoot.  I  do  hot  know  why  you  are  discussing  it,  because 
cotton,  if  it  had  any  duty,  would  have  a  specific  duty,  and  wheat  has 
always  had  a  specific  duty. ' 

Senator  Simmons.  It  is  just  an  illustration  of  the  difiiculties  they 
would  have. 

Mr.  DoHERTY.  Yes;  I  understood  that  was  the  purpose  of  the 
question.  If  we  assume  that  cotton  had  an  ad  valorem  rate,  for 
example,  how  would  you  appraise  those  two  cargoes,  one  arriving  at 
New  Orleans  and  one  arrivmg  at  New  York,  both  of  them  being 
principal  markets  of  the  country  ? 

Senator  Smoot.  I  do  not  think  there  would  be  any  difference  in 
the  two  markets  at  all.  I  do  not  think  there  is  any  dinerence  to-day 
in  the  different  markets.  On  the  retail  price  there  would  be,  and 
when  you  sold  to  the  mills  there  would  be.  ' 

Senator  Simmons.  I  venture  to  say  that  you  can  not  find  in  a  year's 
examination  of  the  market  reports  in  New  York  and  New  Orleans 
^and  Norfolk  one  in  which  there  is  not  a  difference  as  to  the  price  in 
all  three  of  those  places. 

Mr.  DoHERTY.  Even  a  slight  difference  would  make  a  very  con- 
siderable value  in  the  appraisement  of  the  merchandise,  and  with 
the  very  high  basis  of  valuation  that  you  are  adopting  here  the  rate 
of  duty  imposed  would  result  in  a  substantial  sum  of  money.  So  it  is 
not  an  idle  question  or  a  mere  academic  question ;  it  is  a  very  practical 
question.  Above  all,  I  think  it  is  an  uncertainty  that  pervades 
every  part  of  this  section.  A  man  does  not  know  what  is  going  to 
happen.  A  merchant  does  not  know  what  his  costs  are  going  to  be. 
tie  does  not  know  what  his  goods  are  going  to  cost  him  landed. 
The  business  world  already  is  m  a  condition  of  great  confusion  and 
disaster.  This  will  only  precipitate  a  chaos  in  which  the  customs 
officials  and  business  men  will  be  floundering  around  helplessly. 
It  is  a  most  inopportune  time  to  change  this  system  of  valuation. 

Senator  Smoot.  Other  countries  have  no  trouble  whatever  with  it. 

Mr.  DoHERTY.  Other  countries  are  not  trying  such  a  thing  as  this. 

Senator  Smoot.  I  am  going  to  put  in  the  record  a  list  of  the 
countries  that  are  doing  it  now  and  have  been  doing  it  all  the  time. 

Senator  Simmons.  I  think,  Mr.  Chairman,  the  committee  under* 
stands  Mr.  Doherty's  position  on  this  phase  of  the  matter.  There 
are  two  other  important  phases  that  I  would  like  to  get  him  to  discuss. 
The  first  question  is  one  that  was  discussed  here  this  morning.  It 
relates  to  undervaluation.    The  second  question  relates  to  exchange. 

Mr.  DoHERTY.  That  undervaluation  is  a  bugaboo  that  has  been 
invoked  at  every  tariff  hearing  since  time  out  of  mind.  There  have 
always  been  allusions  to  undervaluation,  but  no  man  has  yet  come 
forward  with  any  concrete  facts  in  that  respect. 

Senator  McLean.  Let  me  call  your  attention  to  one  now.  This  is 
taken  from  the  oflicial  statistics  of  imports  and  duties,  and  it  relates 
to  the  valuation  of  silk  and  the  manufactures  of  silk.  Take  sewing 
silk  and  silk  thread  of  every  description.  Under  the  act  of  1897,  in 
1910  the  value  per  unit  of  quantity  withdrawn  was  76  cents  per 
pound. 
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Mr.  DoHEBTT.  Pardon  me.  You  said  under  the  act  of  1897  and 
in  1910.    How  could  that  be? 

Senator  McLean.  I  am  speaking  now  of  the  act  before  the  Payne- 
Aldrich  Act  went  into  effect. 

Mr.  DoHERTY.  That  was  in  1897. 

Senator  McLean.  Yes;  the  act  of  1897. 

Mr.  DoHERTT.  Well,  how  could  the  importations  be  of  the  year 
1910  when  you  had  a  new  act  on  August  5,  1909  ? 
*  Senator  McLean.  In  1908-9  the  ad  valorem  rate  on  this  product 
was  30  per  cent. 

Senator  Simmons.  That  was  the  Dingley  rate  1 

Senator  McLean.  Yes.  It  was  valued  at  76  cents  per  unit.  That 
same  year  when  the  Payne-Aldrich  Act  went  into  effect  ibis  product 
carried  a  specific  duty  of  SI  per  pound.  This  same  product  came^  in 
that  same  year  at  $2.99  a  unit.  The  value  of  this  product  withdrawn 
from  the  customhouse  was  increased  from  76  cents  a  unit  to  S2.99. 

Mr.  DoHERTT.  How  about  the  respective  quantities  ? 

Senator  McLean.  This  is  the  averaj^e  on  this  article,  sewing  silk, 
twist,  floss,  and  yams  of  every  description.  In  1914  the  duty  changea 
from  a  specific  dutv  of  $1  per  pound  to  15  per  cent  ad  valorem.  In 
1918  the  process  of  reduction  continued  until  it  came  in  at  $1.63  per 
unit,  and  it  had  increased  in  value  more  than  300  per  cent  during 
that  time. 

Mr.  DoHERTY.  Under  an  ad  valorem  rate  it  came  in  at  $1.63  per 
unit? 

Senator  McLean.  Yes;  that  is  the  unit  value,  and  it  had  increased 
in  value  over  300  per  cent,  whereas  in  1913,  under  a  specific  duty  of 
$1  per  pound  it  came  in  at  $2.99. 

Mr.  DooHERTY.  That  is  taken  from  the  book  of  statistics  of  imports 
and  duties  ? 

Senator  McLean.  Yes.    How  are  you  going  to  explain  that  f 

Mr.  DoHERTT.  You  can  go  through  tha^  book  taking  one  article 
after  another,  and  you  will  mid  most  amazing  inconsistencies.  I  have 
often  noticed  that  myself.  I  have  gone  through  it  time  and  again 
and  I  have  seen  the  same  articles  some  times  at  20  cents  and  some 
times  at  $2.  The  only  surmise  I  can  make  is  that  they  are  due  to 
varying  conditions  of  trade  or  extraordinary  transactions. 

Senator  Smoot.  But  it  always  happened  when  an  ad  valorem  duty 
is  assessed  and  following  a  specific  duty,  or  vice  versa.  It  always 
happens  when  that  change  is  taking  place. 

t^.  DoHERTY.  With  aU  due  deference  to  jrou,  Senator,  have  you 
gone  through  it  so  carefully  that  you  can  say  it  always  happens  that 

way? 

Senator  Smoot.  I  have  not  gone  through  it  every  year,  but  I  know 
that  whenever  a  change  is  made  in  the  rate  of  duty  that  same  thing 
happens,  particularly  with  silk. 

Mr.  DoHERTY.  Goods  that  pay  a  specific  rate  of  duty  are  not 
appraised  at  all,  as  a  matter  of  fact. 

Senator  Smoot.  Yes;  we  appraise  them  and  they  are  appraised 
when  they  come  in  on  the  invoice  so  as  to  keep  the  amount  of  im- 
portations into  this  country. 

Mr.  DoHERTY.  They  are  not  appraised  with  the  same  exactness. 

Senator  Smoot.  They  give  the  actual  value,  I  think,  then,  but 
when  there  is  an  ad  valorem  duty  they  get  them  in  here  as  cheaply 
as  they  can. 
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Mr.  DoHEBTY.  That  may  be  entirely  legitimate. 

Senator  Smoot.  You  were  here  in  1909,  were  you  not,  when  we 
were  making  the  tariflF  ^  J  f 

Mr.  DoHERTY.  I  was  with  the  Ways  and  Means  Conmiittee; 
I  used  to  come  over  here  to  see  Senator  Aldfich. 

Senator  Smoot.  You  know  we  had  quite  a  time  then  with  this 
undervaluation  proposition,  and  I  think  you  were  interested  in  it  at 
that  time. 

Mr.  DoHERTY.  I  am  very  deeply  interested  in  it. 

Senator  Smoot.  But  you  say  it  is  all  a  bugaboo. 

Mr.  Doherty.  I  didr  not  say  that. 
.   Senator  Smoot.  I  thought  that  was  the  word  you  used. 

Mr.  Doherty.  I  said  that  great  bugaboo  of  undervaluation  is 
always  raised  and  is  being  played  up  now  to  the  nth  degree,  but  I  do 
not  think  it  is  justified  by  anything  in  the  way  of  facts  or  records. 
I  know  something  about  tnat,  Decause  I  was  fignting  undervaluation 
for  11  years.  .  In  fact,  I  was  very  much  surprised  to  see  appearing 
here  the!  other  day  an  American  manufacturer  whom  I  had  prosecuted 
for  undervaluation  and  recovered  a  pretty  good  judgment. 

Senator  Smoot.  That  fellow  was  an  importer  ? 

Mr.  Doherty.  That  is  when  he  was  moving  over  to  this  country 
and  bringing  his  machines  in.  Now,  he  is  accusing  everybody  else 
of  that  rascality,  just  the  same  as  some  others  here  nave  done.  But 
there  is  not  any  such  great  amount  of  that  undervaluation  as  people 
would  have  you  think.  That  has  been  advertised  very  largely. 
I  recall  seeing  in  these  hearings  what  was  said,  to  be  a  copy  of  a 
speech  delivered  to  the  Berlin  Chamber  of  Commerce.  I  recomized 
tnat  as  an  old  friend.    I  took  the  trouble  to  go  through  my  ola  tariff 

fapers,  and  I  found  one  pamphlet  which  containra  that  speech, 
t  was  not  dated.     However,  I  could  tell  from  the  contents  that  the 
pamphlet  was  printed  while  the  act  of  1897  was  in  effect. 

Senator  MgCumber.  lifr.  Doherty,  you  and  the  Senators  together 
have  now  consumed  one  hour  out  of  the  two  and  a  half  hours  that 
we  have  allotted  for  this  afternoon,  and  there  are  ei^ht  other  wit- 
nesses. So,  I  think  that  you  will  see  the  necessity  of  making  your 
statement  as  brief  now  in.  closing  as  may  be,  so  as  to  give  these 
others  an  opportunity. 

Mr.  Doherty.  Senator,  it  has  been  my  effort  since  I  started  to 
make  it  brief. 

Senator  MgCumber.  I  stated  that ''  you  and  the  Senators  together." 

Senator  McLean.  I  do  not  think  he  is  responsible  for  tne  time 
consumed. 

Senator  MgCumber.  Certainly  not. 

Senator  Simmons.  I  want  to  say  that  the  reasons  I  have  asked  him 
(questions  and  the  reason  I  asked  him  more  questions  than  heretofore 
is  because  out  of  the  great  nimiber  of  witnesses  who  have  appeared 
he  is  the  second  witness  who  has  appeared  here  against  the  American 
valuation  plan  since  I  have  been  attending  the  meetings  of  the  com- 
mittee.    I  was  not  here  every  day  last  week. 

Senator  Watson.  He  is  a  man  of  large  experience. 

Senator  Simmons.  He  is  a  man  of  large  experience.  I  think,  in 
view  of  the  fact  that  there  has  been  so  much  testimony  of  so  many 
witnesses  in  favor  of  this,  that  when  we  get  a  witness  here  who 
opposes  it  we  should  give  him  ample  opportunity,  and  we  ought  to 
asK  him  questions. 
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Senator  MgCumber.  We  have  a  little  responsibility  to  those  other 
witnesses  who  have  been  subpoenaed  to  be  here  to-daj  and  to  give 
their  testimony  to-^iay,  and  who  probably  have  business  in  other 
sections  of  the  country.  And  my  appeal  was  rather  that  we  allow, 
this  witness  to  complete  his  testimony  rather  than  the  testimony  of 
Senators. 

Senator  McLean.  If  he  has  any  su^estions  on  the  subject  of  this 
plan,  I  want  to  hear  it. 

Mr.  DoHEBTT.  I  am  answering  now  one  of  the  questions  propounded 
by  Senator  Simmons — that  is  to  say,  about  undervaluation — and, 
just  as  showing  the  quality  of  the  propaganda  against  undervdua- 
tion,  I  was  about  to  cite  this  supposed  speech  made  in  Berlin  in  1905, 
which  was  trotted  out  before  tne  W^ys  and  Means  Committee  when 
Mr.  Payne  was  chairman,  in  hearings  under  date  of  December  1, 
1908.  Once  more  when  the  Simmons-Underwood  bill  was  under  con- 
sideration it  was  printed  in  the  hearing  without  any  date  at  all; 
that  is,  in  1913.  I  find;  also  that  under  date  of  November  6,  1917,  it 
was  once  more  presented  through  the  Tariff  Commission  when -it 
was  considering  tnis  change  to  the  domestic  valuation  basis.  Again, 
you  will  find  it  in  the  hearings  held  last  winter  by  the  Ways  and 
Means  Committee,  and,  finally,  here  it  has  bobbed  up  once  more, 
^thout  any  date,  in  the  hearings  of  last  week. 

I  submit  that  is  not  evidence  of  undervaluation.  It  looks  terrible 
on  its  face,  but  that  has  no  probative  value  now. 

Senator  McLean.  You  will  admit  that  when  a  standard  product 
like  sUk  thread  is  increased  in  value  over  400  per  cent  in  a  single 
year  because  of  the  change  from  ad  valorem  to  a  specific  rate  of 
duty  that  it  looks  *'  terrible. '' 

Mr.  DoHERTY.  No ;  it  does  not  look  terrible.  I  have  thought  out 
that  it  can  be  exi>lained  on  perfectly  legitimate  grounds.  It  is 
impossible  in  my  mind  that  there  should  be  any  such  gross  under- 
valuation as  that,  because  to  admit  that  would  be  to  convict  our 
appraisers  of  being  fools,  imbeciles,  idiots,  or  worse. 

Senator  Smoot.  Undervaluation  in  china  has  been  just  about  as 
bad. 

Senator  Simmons.  Has  the  amount  of  undervaluation,  assuming 
that  there  has  been  some  abuse  in  the  matter  of  undervaluation 
heretofore,  and  I  tUnk  there  is,  because,  as  you  say,  that  constantly 
when  these  tariff  duties  have  been  up  there  has  been  some  talk  about 
undervaluation,  some  discussion  on  that  subject — but  we  have 
never  come  to  a  plan  as  a  result  of  those  discussions — is  that  evil 
any  greater  to-day  than  it  was  when  the  Unden;Cood  tariff  bill  was 
adopted,  and  the  Dingley  bill  was  adopted,  or  when  the  McKinley 
bill  was  adopted,  and  when  the  Morrill  oill  was  adopted  ? 

Mr.  DoHBBTY.  I  say  unhesitatingly,  no.  I  think  that  by  this 
time  the  appraisers  have  become  more  and  more  skillful  in  their 
duties  and  tneir  quality  has  been  very  much  improved.  I  might 
say  of  their  knowledge  on  foreign  values,  it  is  almost  imcanny,  and 
the  sense  of  values  they  have  acquired  in  the  course  of  their  training 
is  marvelous. 

Besides  that — ^always  excepting  the  war  conditions — our  sources  of 
information  are  getting  better;  mey  are  not  as  good  as  they  ought 
to  be.  But  that  can  be  remedied  by  increasing  the  number  of  agents 
that  we  send  abroad,  and  also,  if  I  may  say,  in  being  particular 
about  their  personality.    Right  on  that  point  I  want  to  cite  some- 
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thing  that  is  absolutely  authentic.  Only  a  few  days  ago  in  New 
York  I  met  Exaniiner  Patton — Senator  Simmons  may  remember 
him — ^who  was  assimed  for  his  committee  in  1913,  from  the  New 
.York  appraisers'  office,  a  very  high-grade  man,  one  of  the  best 
examiners  in  the  whole  service,  who  had  just  returned  from  the 
Madeira  Islands,  having  been  sent  over  there  to  look  into  the  pro- 
duction of  Madeira  embroideries  and  their  proper  appraisement,  and 
he  told  me  that  while  he  was  there  he  was  not  only  shown  freelv  all 
of  the  books  6f  the  men  who  export  to  America,  but  even  the  owiss 
and  French  firms  opened  their  books  and  told  him  to  go  right  through 
them.  There  is  no  doubt  in  my  mind  that  with  men  of  a  prop^^r 
personality  we  should  be  able  to  secure  all  the  information  that  we 
reauire  abroad. 

Senator  Smoot.  Do  you  mean  to  go  into  the  books  to  learn  what 
the  cost  of  these  thin^  is  ? 

Mr.  DoHERTY.  I  thmk  so  far  as  determining  the  actual  sales  prices 
are  concerned,  yes.     I  think  they  will  show  you  the  books. 

•  Senator  Smoot.  I  know  that  two  of  the  representatives  of  two  of 
the  very  important  Governments,  when  the  emergency  tariff  bill  was 
up,  came  before  the  committee  and  said  their  countries  did  not  want 
any  such  legislation,  and  that  they  would  retaliate  if  it  was  under- 
taKen  to  be  put  into  law. 

Mr.  DoHERTY.  And  that  is  quite  right.  I  do  not  think  jrou  ou^ht 
to  put  it  into  the  law,  because  as  it  is  in  that  law  now  it  is  wholly 
inoperative — the  one  that  requires  exporters  to  show  their  books. 
You  provide  there  that  if  an  exporter  fails  to  show  his  books,  the 
man  who  receives  his  goods  here  is  going  to  be  punished.  TTiat  will 
not  stand  in  law.  I  know  that  I  am  surrounded  here  by  lawyers,  but 
I  make  that  statement  without  any  hesitation.  You  can  not  punish 
A  because  B  can  not  compel  C  to  do  something.  TTie  transaction 
between  the  American  buyer  and  the  European  seller  may  be  com- 
plete. There  is  no  longer  any  privity  of  interest  between  them. 
Now,  then,  can  the  American  purchaser  compel  the  foreigner  to  show 
his  books  to  a  special  agent  ?    Ho  can  not  do  it. 

Senator  Smoot.  I  agree  with  you. 

Mr.  DoHERTY.  You  can  not  punish  me  because  I  do  not  compel 
my  foreign  vender  to  do  that. 

Senator  Simmons.  It  has  been  claimed  here  that  our  great  trouble 
is  in  meeting  Grerman  competition,  and  it  is  claimed  that  that  is- 
because  Germany  is  now  making  goods  so  very  cheap,  that  even 
they  are  cheap  as  compared  to  the  cost  of  producing  those  goods 
before  the  war;  that  they  are  selling  very  cheaply  m  the  foreign 
markets,  which  market  price  you  would  have  to  take  in  appraising 
now.  I  want  to  ask  you  this  direct  question:  Do  you  know  whether 
the  German  goods  tKat  are  bein^  imported  here  now  are  valued  at 
more  or  valued  at  less;  that  is,  wnether  they  are  invoiced  at  more  or 
invoiced  at  less  than  those  like  goods  from  Germany  were  in  the 
days  before  the  war  ? 

Mr.  DoHERTY.  As  to  that,  I  can  refer  you  to  the  archives  of  this 
committee. 

Senator  Simmons.  Are  they  making  them  very  much  cheaper  now 
than  before  the  war  ? 

Mr.  DoHERTY.  That  question  ought  to  be  considered  res  ad  judicata^ 
so  far  as  this  committee  is  concerned.  It  has  been  tried  out  before 
this  committee  in  April  last  in  the  hearings  on  the  antidumping  bill. 
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liood,  high-class  evidence  was  presented  here  showing  that  in  point 
of  fact  German  goods  are  being  imported  into  this  coiintrj'-  during 
this  present  year  at  higher  prices  in  aollars  than  they  wore  in  1914. 

vSenator  Simmons.  In  gold  dollars  ? 

Mr.  DoHERTY.  Real  money,  gold  dollars:  yes,  sir. 

Senator  Simmons.  Therefore,  if  goods  are  selling  cheaper  in  Ger- 
many now  than  they  were  before  the  war,  they  are  being  overvalued 
here  instead  of  undervalued. 

Mr.  DoHERTY.  That  simply  is  not  so.  I  have  enough  personal 
intimate  knowledge  of  merchandise  from  that  country  to  be  able  to 
say  that  the  prices  are  ever  so  much  higher  than  they  were  before  the 
war. 

Senator  Watson.  In  gold  ? 

Mr.  DoHERTY.  Always  in  gold. 

Senator  Smoot.  But  not  as  high  as  American  goods  ? 

Mr.  DoHERTY.  Then,  simply,  you  have  cause  for  the  application 
of  a  new  differential.  If  tne  diflFerence  between  them  is  not  suffi- 
ciently bridged  by  the  duty,  you  will  have  to  raise  the  duty. 

Senator  Smoot.  But  in  these  very  goods  you  are  speakmg  about 
as  being  imported  into  this  country  at  higher  value,  you  know  that 
Germany  places  as  high  as  a  100  per  cent  tax  upon  those  goods 
exported.  If  they  want  to  cut  the  price,  Germany  can  reduce  100 
per  cent,  and  she  will  do  that  if  it  is  necessary  to  get  the  market,  and 
that  is  why  the  goods,  some  of  them,  come  into  this  country  at 
higher  prices  thkn  she  is  selling  her  goods  right  in  her  own  home 
market.    You  know  that  to  be  tne  case  1 

Mr.  DoHERTY.  I  know  it. 

Senator  Smoot.  And  that  tax  is  imposed  upon  the  goods  that  are 
exported.  But  if  it  becomes  necessary  to  meet  the  competition  in 
this  coxmtry,  she  will  do  that. 

Senator  Simmons.  We  are  inquiring  right  now  as  to  the  question 
of  undervaluation.  If  Germany  is  invoicing  these  goods  here  very 
much  higher  than  they  sell  for  in  Germany,  then  that  is  not  an 
undervaluation;  that  is  overvaluation,  is  it  not,  for  the  purpose  of 
taxation  ? 

Mr.  DoHERTY.  It  certainly  is. 

Senator  Simmons.  And  that  is  what  we  are  discussing  here — 
undervaluation  for  taxation  here,  or  overvaluation  for  taxation  here*. 

Mr.  DoHERTY.  When  those  goods  are  invoiced  at  such  high  prices 
the  Government  gets  higher  duty  and  the  American  manufacturers 
get  high  protection.  But,  as  I  said  before,  that  is  all  in  the  records 
of  this  committee.  I  refer  you  gentlemen  to  the  hearing  of  April  22 
last  on  the  bill  H.  R.  2435,  where  there  is  a  full  statement,  name,  and 
description  of  the  exhibits,  and  the  proof  positive  that  the  goods  are 
being  bought  now  in  dollars  at  higher  valuation  than  tney  were 
before  the  war.  That  has  been  proved  to  a  mathematical  certainty, 
and  it  does  not  make  it  any  stronger  to  say  it  over  and  over  again. 

Senator  Simmons.  The  reason  I  wanted  that  repeated  to-day  was 
that  I  was  afraid  some  of  my  colleagues  on  the  committee  had  for- 
gotten it.     [Laughter.] 

Senator  Smoot.  In  reference  to  comparison  of  cost  of  goods  in 
1914  and  to-day,  of  course,  there  is  no  comparison.  It  cost  us  100 
per  cent  more  to  make  goods  in  this  country.  That  is  not  the 
question. 
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Mr.  DoH£BTY.  Oh,  on  some  products  200  or  300  per  cent.  The 
German  cost  has  gone  up  400,  500,  600,  and  700  per  cent — ^in  some 
instances  10  times  as  much. 

Senator  Smoot.  It  may  be  on  a  piece  of  lace;  but  not  the  regular 
goods  which  people  buy. 

Mr.  DoHERTY.  I  am  not  surprised  if  Senators  have  forgotten, 
because  for  the  last  week  it  has  been  dinned  into  their  ears  that 
Germilny  is  getting  labor  for  nothing  and  shooting  goods  over  here 
at  a  fraction  of  their  prices,  as  much  as  to  say  the  appraisers  are  all 
asleep;  in  fact,  some  of  the  domestic  witnesses  had  tne  affronterv  to 
say  tnat  the  appraisers  did  not  appraise  at  all.  And  some  of  those 
fellows  were  in  combinations  here  to  keep  up  the  prices  and  during 
the  days  of  the  war,  when  they  had  thii^  all  theu*  own  way,  they 
were  a  mighty  autocratic  class. 

Senator  Smoot.  You  better  give  the  names. 

Mr.  DoHBRTT.  The  toy  manufacturers,  Ives,  Lionel,  and  others. 
They  have  not  given  the  names  of  the  undervaluers.  They  ought  to 
do  it.  The  chief  special  agent  is  in  this  room  and  has  been  here|for 
some  days.  Men  appeared  here  and  talked  glibly  about  under- 
valuation. Whv  do  thev  not  notify  him,  and  he  will  set  after  them 
right  Quick.  Tnat  is  wnat  he  is  there  for.  I  wish  ne  would  get 
the  collector  of  the  port  of  New  York  to  subpoena  some  of  these 
men  to  make  good  on  their  talk,  which,  I  believe,  is  done  with 
deliberate  purpose  to  deceive  this  committee. 

Senator  Watson.  Congressman  Mott  made  a  speech  in  the  House 
on  the  14th  of  July,  on  page  3955  of  the  Record,  where  he  startsjin 
and  gives  one  instance  after  another  of  undervaluation.  I  do  not 
know  anything  about  it.  My  attention  has  just  been  called  tojit — 
mostly  on  importations  of  chma. 

Mr.  DoHERTY  (looking  at  the  Congressional  Record).  That  is  all 
old  stuff,  on  importations  of  Limoges  china  from  France. 

Senator  Watson.  You  do  not  suppose  that  that  Representative 
goes  back  to  1910  and  gives  that  by  way  of  illustration? 

Mr.  DoHERTY.  He  does — 1908  and  1911 — all  ancient  history. 
That  is  what  I  say,  all  this  old  stuff  is  brought  up  all  the  time. 

Senator  Watson.  Then  it  is  not  very  valuable  evidence. 

Mr.  DoHERTY.  That  is  of  no  use;  it  is  a  closed  chapter.  Some  of 
those  men  were  punished  and  some  escaped  punishment. 

Many  of  those  actual  undervaluations  do  not  involve  any  moral 
turpitude  at  all;  they  are  merely  technical.  Sometimes  a  man  who 
has  made  a  purchase  does  not  know  that  three  or  four  others  have 
had  to  pay  more  than  he  has.  He  is  a  very  good  buyer,  and  minding 
his  own  Dusiness  strictly,  quite  satisfied  to  get  a  good  bai^ain.  Yet  the 
first  thing  he  knows,  when  nis  goods  arrive  m  New  York,  they  are  raised. 

I  had  the  same  experience  myself,  if  you  will  bear  with  mo  a 
moment.  During  the  war,  of  course,  the  supply  of  fancy  goods  from 
Germany  was  cut  off,  and  particularly  these  ^lass  balls  which  you 
hang  on  Christmas  trees.  Therefore  the  house  1  was  connected  with 
resorted  to  Japan,  and  a  man  went  over  there  in  good  time  to  get 
sood  prices,  placed  ordci*s,  and  they  proceeded  to  fill  them,  and  we 
had  several  shipments.  Then  another  shipment  came  along,  and, 
lo  and  behold,  we  were  raised  about  50  per  cent,  because  the  ap- 
praiser thought  our  goods  were  too  low;  and  successive  shipments 
were  so  advanced.  1  was  quite  at  a  loss,  but  finally  it  turned  out 
that  those  Japanese  maimfacturers  had  actually  taken  the  goods 
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which  they  had  made  for  us,  and  which  they  had  contracted  to  sell  to 
us  for  low  prices,  and  had  sold  them  to  some  eleventh-hour  customers, 
the  big  department  stores,  who  had  rushed  over  to  buy  goods  for 
Christmas,,  and  offered  almost  any  price.  These  canny  Japanese 
sold  to  them  the  goods  that  belonged  to  us;  and  for  that  reason  we 
lost  not  only  the  merchandise,  but  we  were  jacked  up  by  the  appraisers 
and  suffered  several  thousand  dollars  penalties. 

That  would  be  included,  Senator,  among  the  undervaluations.  But 
it  is  purely  a  technical  undei*valuation.  Under  a  law  that  tempered 
histice  with  mercy,  we  ought  to  have  been  excused  from  any  penalty. 
rJut  the  law  is  inexorable  and  there  could  be  no  exception  made: 

Senator  Smoot.  I  do  not  think  that  is  undervaluation  at  all.  . 

Senator  Watson.  When  tourists  come  back  and  bring  in  goods, 
are  those  goods  appraised  on  their  wholesale  or  retail  value  ? 

Mr.  DouKRTY.  Theoretically  on  the  wholesale  price  j  that  is  the  law. 

Senator  Watson.  What  do  you  mean  by  '' theoretically?''  It  is  a 
practical  question. 

Mr.  DonisKTY.  The  law  says  the  duty  shall  be  imposed  upon  the 
wholesale  prices. 

Senator  Watson.  The  law  squarely  statues    that? 

Mr.  DoHERTY.  Oh,  yes — at  the  usual  wholesale  price. 

Senator  Watson.  I  did  not  know  that;  that  is  something  new 
to  me. 

Mr.  DoHERTY.  A  great  many  passengei-s  do  not  know  it,  and  in 
the  rush  of  passing  ba^age  it  d.oes  not  come  up.  But  the  next  time 
remember  tnat,  that  you  ai-e  entitled  to  have  the  goods  appraised  on 
the  wholesale  price. 

Senator  Simmons.  Mr.  Doherty,  are  you  going  to  address  yom-self 
to  the  other  objection,  growing  out  of  aifforence  in  exchange? 

Mr.  Doherty.  I  do  not  think  that  is  necessary.  Senator,  because 
upon  that  I  call  your  attention  again  to  the  hearing  of  April  22.  That 
was  all  fully  covered.  There  has  been  no  change  in  the  conditions 
either  in  this  country  or  in  foreign  countries  since  then. 

I  am  sorry  to  say  that  a  neighboring  Government,  Canada,  has 
followed  the  evil  example  that  uie  House  of  Representatives  set  at 
that  time,  and  has  enacted  a  currency  law  which  forbids  any  depre- 
ciation of  more  than  50  per  cent.  They  already  feel  they  maae  a 
great  mistake  in  that.  I  was  in  Ottawa  two  weeks  ago  and  talked 
with  the  commissioner  of  customs  there  in  connection  with  that. 

Senator  Simmons.  What  was  that  law  ? 

Mr.  Doherty.  They  provided  that  the  collector  of  customs  shall 
not  permit  any  greater  depreciation  than  50  per  cent  from  the  pro- 
claimed value. 

Senator  Smoot.  Twelve  cents  a  mark  ? 

Mr.  Doherty.  Twelve  cents  a  mark,  or  9  cents  a  lira.  The  result 
is  that  they  have  shut  out  goods  from  Germanv,  Italy,  Austria,  and 
those  central  European  countries  generally.  There  is  a  very  striking 
similarity  between  the  environments  of  tariff  legislation  in  the  two 
countries.  At  the  elbow  of  the  minister  of  finance  there  was  a  repre- 
sentative of  the  Canadian  manufacturers  who  egged  him  on  to  this, 
and  he  accepted  the  advice  of  the  Canadian  manufacturers'  repre- 
sentative against  the  advice  of  the  minister  of  customs  and  the  com- 
missioner of  customs.  They  warned  him  that  the  legislation  was  not 
advisable,  but  he  chose  to  ignore  their  advice,  and  uie  result  is  that 
they  are  not  getting  the  goods  they  want.    Instead  of  getting  a  large 


284  TABI7F  HEARINGS.; 

revenue  from  those  soods,  which  this  interested  party  assured  the 
ministers  they  woula  get,  they  are  getting  none  at  all.  And  they 
listen  with  a  very  sympathetic  ear  to  suggestions  that  there  might 
be  some  wav  to  bring  those  goods  in  m  another  way./ 

Senator  Smoot.  I  received  a  letter  the  other  day  in  response  to  a 
letter  I  wrote  as  to  how  the  law  was  working  up  there — this  very  law — 
and  stated  very  differently  from  what  you  have  said,  and  I  do  not 
know  but  that  I  had  better  put  it  into  the  record. 

Mr.  DoHERTY.  If  it  is  contrary  to  what  I  say,  it  is  contrary  to  the 
statements  to  me  by  the  Canadian  commissioner  of  customs.  I  was 
talking  to  him  personally. 

Senator  Walsh.  I  suppose  it  depends  upon  whom  you  write  to. 

Mr.  DoHERTY.  Yes.  But  when  you  get  to  the  commissioner, 
who  is  at  the  head  of  the  service,  you  know  whom  you  are  talking  to. 

There  are  a  great  many  more  things  I  would  like  to  dilate  on. 
I  wish  you  would  lend  me  all  the  time  that  was  occupied  by  the  24 
orators  in  opposition. 

Senator  MgCumbbr.  There  may  yet  be  six  or  eight  witnesses  to 
testify  on  the  same  side  you  do. 

Mr.  DoHERTY.  I  judge  not,  from  the  list.  Appearing  as  we  do, 
we  are  acting  upon  the  suggestion  and  request  of  Senator  Penrose, 
who  asked  that  we  nominate  one  or  two  to  speak,  and  not  to  have  a 
whole  lot  of  orators  to  say  the  same  thing.  We  complied  very 
literally  with  that  request.  There  have  only  been  three  witnesses 
who  appeared  on  oiu*  side,  and  two  of  those  were  attorneys  who 
had  been  specially  employed  bv  importers  who  wished  to  have  their 
own  representatives.  But  for  all  the  rest  of  the  importers  of  this  entire 
country  we  are  spealdng. 

Senator  Watson.  What  other  points  have  you  to  make  ? 

Mr.  DoHERTY.  I  would  like  to  advert  to  some  of  the  testimony  that 
was  given  by  some  of  these  men  who  testified;  for  example,  that  man 
de  Jong,  who  held  the  floor  two  hours  last  Wednesdav,  and  who 
brought  up  as  an  example  for  the  necessity  of  changmg  the  valuation 
a  pile  f  abnc  that  he  said  he  used  to  get  from  the  firms  in  Shelton — the 
Blumenthal  firm  in  Shelton,  at  $4.50  a  yard — and  he  found  he  could 
buy  it  in  Germany  at  S2  a  yard;  whereupon  the  American  dealers 
were  obliged  to  reduce  their  price  to  $3.50.  He  left  jrou  with  the 
inference  that  they  were  obliged  to  cut  prices  very  materially  because 
of  the  excessively  low  prices  of  the  German  product.  He  left  you 
with  the  wrong  unpression.  He  did  not  figure  in  all  the  elements 
that  go  to  constitute  cost.  As  a  matter  of  fact,  that  German  product 
landed,  duty-paid  at  $4.40,  and  there  was  not  any  need  at  all  for  the 
Shelton  manufacturers  reducing  their  price  from  $4.50  to  $3.50, 
because  he  did  not  figure  m  the  gross  profit  at  aU,  nor  did  he  figure 
in  the  transportation  charges.  He  put  down  the  naked  foreign  cost, 
plus  the  duty.  And  that  is  the  same  sort  of  dissimulation  that  runs 
through  the  argument  placed  before  you  by  these  interested  parties. 

I  do  not  thiuK  that  that  is  quite  the  fair  wav  to  treat  the  committee. 
You  are  laboring  imder  tremendous  difficulty.  You  do  not  swear 
the  witnesses,  and  you  have  no  one  to  cross-examine  them,  and  I 
think  it  is  only  fair  that  men  who  come  up  before  the  committee 
should  be  truthful  in  their  statements,  and  should  state  outright  just 
what  the  facts  are,  so  far  as  they  know  them,  and  not  leave  the  com* 
mittee  under  the  wrong  impression. 

»  Sec  p.  342. 
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Senator  McLean.  Is  it  your  view  that  we  can  provide  protection 
against  German  importations  under  the  present  plan  that  will  not 
operate  as  an  embargo  against  importations  from  high-cost  countries  ? 

Mr.  DoHERTY.  I  am  glad  you  asked  that  Question,  because  I  have 
been  desiring  an  opportunity  of  clearing  up  tnis  question  of  competi- 
tion between  foreign  countries.  What  do  we  care  about  competition 
between  one  foreign  country  and  another  ? 

Senator  Watson.  What  we  want  to  do  is  to  protect  our  own 
country.  Since  you  are  asking  that  question,  how  are  we  going  to 
protect  this  country  under  those  conditions  ? 

Mr.  DoHERTY.  How  are  we  going  to  protect  American  manufac- 
turers from  Germany  without  imposing  an  embargo  against  the  high- 
cost  countries  ?     I  say,  we  do  not  care  anything  aoout  that. 

Senator  McLean.  You  have  just  said  that  Canada  has  adopted  a 
plan  bv  which  she  has  prevented  the  importation  of  goods  she  needs. 

Mr.  boHERTY.  Yes. 

Senator  McLean.  If  we  adopt  a  plan  that  operates  as  an  embargo 
against  all  countries  but  Germany,  may  we  not  be  in  precisely  the 
same  position  Canada  is  in  regarding  importations  from  other  coun- 
tries tnat  we  need  1 

Mr.  DoHERTY.  I  do  not  see  why  there  is  any  more  necessity  of 
enacting  such  a  tariff  than  ever  before.  All  ad  valorem  duties  bear 
unequally  on  the  different  countries. 

Senator  McLean.  Then  you  favor  a  continuation  of  the  present 
plan? 

Mr.  DoHERTY.  Certainly. 

Senator  McLean.  And  you  oflFer  no  alternative? 

Mr.  DoHERTY.  I  say  it  is  no  affair  of  ours  how  much  foreign 
countries  compete  with  one  another.  Why  should  this  committee 
tax  American  consumers  to  benefit  England  or  France  as  against 
Italy,  Germany,  or  Japan  ? 

Senator  Watson.  Why  should  we  devise  a  tariff  to  permit  imports 
from  Germany  and  shut  out  all  the  other  nations  of  the  world  f 

Mr.  DoHERTX.  That  is  the  result  of  natural  causes;  that  is  some- 
thing we  can  not  help. 

Senator  Watson.  It  resulted  that  way. 

Mr.  DoHERTY.  Why  do  we  care  about  that  i 

Senator  Watson.  We  do. 

Mr.  DoHERTY.  Why  should  you?  Why  should  not  we  get  the 
benefit  of  competition  between  foreign  countries? 

Senator  Watson.  Then  why  not  put  up  an  embargo  against 
Germany  and  the  other  nations  at  the  same  time  ? 

Senator  Smoot.  Why  not  put  an  embargo  against  our  own  manu- 
facturers and  buy  German  goods  entirely  ? 

Mr.  DoHERTY.  That  is  all  airy  persiflage.  We  ought  to  have  the 
benefit  of  foreign  competition  oi  foreign  countries.  If  we  go  to  buy 
any  foreign  goods  we  ou^ht  to  get  them  as  cheaply  as  we  can,  always 
having  a  proper  protective  duty.  In  other  word.s,  I  say  the  proper 
economic  principle  is  to  let  every  foreign  country  do  tnat  which  it 
can  do  best.  Then  we  get  the  benefit  of  it,  and  we  can  adopt  an 
adequate  tariff  so  far  as  the  American  industries  are  affected.  I 
can  not  see  for  the  life  of  me  — — 

Senator  McCumber  (interposing).  Suppose  an  article  were  pro- 
duced in  Japan  for  $1;  it  took  $2  to  produce  it  in  France;  and  we 
put  a  tariff  only  so  high  but  what  the  French  merchant  can  still 
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import  into  the  United  States.  Suppose  we  charge  the  French 
merchant  50  per  cent  on  his  $2;  that  would  bo  $1.  Could  not  the 
Japanese  pay  that  SI  and  still  compete  with  the  French? 

Mr.  DoHERTY.  Why,  of  course.. 

Senator  McCumber.  Then  what  objection  would  there  be  to  com- 
pelling Japan  to  pay  the  same  price,  upon  any  theory  that  we  would 
charge  the  Frenchman — ^whether  upon  ad  valorem  basis  or  whether 
on  a  specific  basis  ? 

Mr.  DoHERTY.  That  is  not  the  same  thin^  at  all.  The  Senator 
asked  me  if  there  was  not  some  way  by  which  you  could  equalize 
the  production  costs  of  foreign  countries  so  that  their  landed  cost 
here 

Senator  Watson  (interposing).  Oh,  no:  I  did  not  ask  you  that. 

Mr.  DoHERTY.  You  take  a  series  of  different  amounts  and  ^ou 
add  a  like  amoimt  to  each  one,  and  you  do  not  change  the  relative 
position — one  is  still  higher  than  the  other. 

I  just  had  one  of  tnose  little  things  fiigured  out  here,  Senator. 
An  article  was  selling  in  the  United  States  at  $1  and  it  would  have 
been  70  cents  in  En^and,  60  cents  in  France,  50  cents  in  Germany, 
40  cents  in  Japan.  If  you  impose  the  same  duty  on  all  of  them; 
that  is,  a  duty  of  50  per  cent  on  $1,  the  American  selling  price  is 
50  cents — ^you  simply  add  50  cents  for  each  one  of  those  amounts. 
That  does  not  make  any  relative  difference.  Japan  still  has  the 
advantage.  The  order  still  stands,  Japan,  Germany,  France,  and 
England.  As  a  matter  of  fact,  you  have  put  a  higher  burden  on 
that  country  which  has  already  the  highest  cost.  What  consola- 
tion is  it  to  that  country  to  know  that  the  low-cost  coimtry  has 
also  been  advanced?  None  at  all.  Really,  I  can  not  take  that 
seriously  at  all. 

Senator  Watson.  It  costs  less  to  produce  ^oods  in  Germany  than 
in  any  other  country  in  the  world  right  now? 

Mr.  DoHERTY.   No. 

Senator  Watson.  Considering  the  rate  of  exchange,  it  costs  less 
to  produce  goods  in  Germany  than  any  other  country^  except  Japan. 
Now,  if  we  put  a  tariff  on  sufficient  to  protect  the  American  manu- 
facturer againfst  those  low-priced  goods,  can  any  other  country  ship 
their  goods  into  this  country  ? 

Mr.  DoHERTY.  Yes. 

Senator  Watson.  How. 

Mr.  Doherty.  Because  it  is  very  rarely  that  you  will  find  exactly 
the  same  article  shipped  into  this  country  from  different  countries. 
Take,  for  example.  Faces 

Senator  Watson  (interposing).  Does  not  Germany  ship  practically 
everything  into  this  country  ? 

Mr.  Doherty.  Not  at  all. 

Senator  Watson.  All  woolens  and  cottons  ? 

Mr.  Doherty.  We  had  no  woolens  from  Germany  for  a  long  time, 
and  no  cottons  either. 

Senator  Watson.  We  have  had  some  cottons,  of  course,  we  have. 

Mr.  Doherty.  We  get  laces  from  Nottingham,  England;  we  get 
laces  from  Calais,  in  France-;-!  am  taking  normal  times.  We  get 
burnt-out  laces  from  Plauen  in  Germany  and  Barmen  in  Germany. 
We  also  get  some  laces  from  Belgiimi  and  from  Italy. 

That  is  all  lace,  but  it  is  not  the  same  thing;  it  dfoes  not  compete; 
the  Nottingham  is  entirely  different  from  the  Calais  and  the  Plauen 
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lace,  and  the  burnt-out  article  is  different  from  the  other,  and  the 
Belgian  and  Italian  are  mostly  handmade  laces. 

^nator  Watson.  And  the  things  that  Germany  is  sending  into 
this  country  are  unique  to  Germany,  and  other  countries  are  not 
importing  tnose  things. 

itr.  DoHERTT.  That  is  altogether  too  sweeping.  I  say  this,  as  a 
general  rule  there  are  such  dinerences  between  the  products  of  those 
various  countries  each  one  can  go  along  side  hj  siae;  each  finds  its 
own  market.  Where  the  goods  are  absolutely  identical  there  is  no 
hope ;  the  lowest  country  will  then  win  out.  And  that  is  very  much 
to  the  advantage  of  oiu*  American  consumer,  and  if  that  country  is 
able  to  supply  all  our  legitimate  demands,  and  you  levy  sufficient 
duty  to  protect  the  American  manufactiu'er,  that  situation  is  ideal. 
Tou  are  satisfied.  Why  should  you  care  that  if  in  the  meantime  the 
products  from  some  higher-cost  country  are  shut  out  ?  How  is  that 
any  concern  of  ours  1    1  do  not  see  it  at  all — ^America  first. 

Senator  Watson.  Is  not  that  Germany  first  ? 

Mr.  DoHEBTY.  No,  no. 

Senator  Watson.  Are  you  a  free-trader  t 

Mr.  Dohertt.  No,  indeed;  I  am  not. 

Senator  Watson.  Are  you  a  protectionist  1 

Mr.  Dohertt.  I  am. 

Senator  McLean.  That  is  Germany  first,  last,  and  all  the  time. 

Mr.  Dohertt.  I  am  straight-out  Kepublican,  and  expect  to  con- 
tinue to  be  one,  and  I  am  a  protectionist.  But  I  do  not  believe  in 
any  more  prohibition  than  we  have  now.  [Laughter.]  We  do  not 
want  any  country 

Senator  Watson  (interposing).  When  you  speak  of  ''prohibition" 
you  touch  a  tender  cord  in  the  audience.    [Laughter.] 

Mr.  Dohertt.  I  may  say  I  have  some  little  sensibilities  myself. 

Senator  Walsh.  If  you  imdertook  to  make  a  tari£P  law  unon  the 
basis  of  keeping  out  of  this  country  the  products  of  the  low-cost 
countries,  are  you  not  leading  directly  toward  confining  every 
country  in  the  world  to  its  home  market  for  its  business  ? 

Mr.  Dohertt.  Practically,  yes. 

Senator  Walsh.  When  vou  begin  to  say  we  must  shape  our  tariff 
so  that  the  low-cost  producing  countries  can  not  come  in  you  are 
practically  putting  up  an  embargo  and  leading  toward  each  country 
onlv  producing  the  amounts  of  goods  its  own  people  can  consume. 

Senator  Smoot.  That  would  be  the  case  if  we  had  absolutely  free 
trade  in  this  country  on  everything.  That  same  reasoning  would 
apply  if  there  was  not  a  tariff  in  existence.  If  Germany  can  make 
goo({s  cheaper  than  any  place  in  the  world,  Germany  will  control  the 
commerce  of  the  world,  as  far  as  she  can  produce  those  goods. 

Senator  Walsh.  I  have  some  sympathv  with  the  suggestion  that 
we  should  not  be  obliged  to  compete  with  those  countnes  that  pro- 
duce goods  that  are  made  in  America  at  a  lower  cost  or  less  cost. 
But  I  do  not  see  why  you  consider  that  factor  in  drafting  your  tariff 
law  to  prevent  those  goods  coming  in.  I  do  not  see  why  you  are  not 
bound  to  go  step  by  step  toward  putting  up  a  wall  ana  doing  away 
with  export  busmess  witn  every  country  m  the  world. 

Senator  Smoot.  The  American  yaluation,  in  my  opinion,  is  the  only 
possible  thing  to  equalize  that.     The  question  oi  whether  it  is  a 


288  TARIFF   HEARINGS. 

tariflf  wall  depends  upon  the  rate  we  put  in  the  bill,  but  the  American 
valuation  will  equalize  between  Germany  and  England  and  France. 
One  will  have  just  as  good  a  chance  as  another,  as  far  as  the  amount 
of  duty  that  will  be  imposed  is  concerned. 

Senator  Walsh.  The  goods  then  will  come  from  the  low-producing 
country. 

Senator  Smoot.  Of  course,  they  will — ^free  trade,  tariff,  anything. 

Mr.  DoHERTY.  This  new  scheme  does  not  cure  that  condition  at 
all.     It  simply  provides  that  all  pay  the  same  amount  of  duty. 

Senator  Smoot.  That  is  what  it  does. 

Mr.  DoHERTY.  Production  cost  remains;  landed  cost  remains. 

Senator  Smoot.  But  it  does  give  our  American  manufacturer  a 
chance  to  manufacture  goods  in  this  country  in  comparison  with  the 
lowest 

Mr.  DoHERTY  (interposing).  It  simply  gives  additional  protection. 

Senator  McCumber.  It  gives  us  a  greater  amount  from  the  lower- 
producing  country. 

Mr.  DoHERTY.  It  also  exacts  a  greater  amount  from  the  higher. 

Senator  McCumber.  Suppose  we  leave  that  practically  the  same. 
We  would  still  get  a  proportionate  amount  from  those  whose  home 
prices  were  much  below  tne  higher  prices. 

Mr.  Doherty.  I  do  not  see  now  you  can  leave  the  low  producing 
countries  alone. 

Senator  McCumber.  Suppose  we  have  an  article  produced  in 
Great  Britain  for  a  dollar,  and  we  will  say  a  dollar  is  the  American 
price  here,  and  we  charge  10  per  cent — 10  cents.  If  the  same  goods 
are  produced  in  Japan,  we  wul  say,  for  a  half  dollar,  and  we  charge 
10  per  cent  ad  valorem,  why,  on  the  ad  valorem  price  they  would 
only  pay  5  cents;  whereas  if  we  take  the  American  price  you  pay  10 
cents  just  the  same  as  the  British? 

Mr.  Doherty.  Exactly. 

Senator  McCumber.  And  then  we  get  5  cents  more  on  that  par- 
ticular article,  would  we  not,  from  Japan  ? 

Mr.  Doherty.  Her  landed  cost  would  be  60,  and  England  $1.10. 

Senator  McCumber.  You  have  not  raised  England,  but  you  have 
raised  the  other.  I  am  assuming  you  have  not  put  your  tariff  hich 
enough  to  raise  the  tariff  against  the  English  manufacturer  at  ail. 
but  you  have  brought  the  owiers  nearer  to  him. 

Mr.  Doherty.  I  do  not  get  that  at  all. 

Senator  Simmons.  You  said  you  are  a  Republican  ? 

Mr.  Doherty.  Yes,  sir. 

Senator  Simmons.  If  we  adopt  this  scheme,  what  will  become  of  the 
old-time  Republican  doctrine  of  the  tariff  that  was  measured  by  the 
difference  between  the  cost  of  production  here  and  abroad  ? 

Mr.  Doherty.  I  do  not  want  to  get  into  politics  now.  But  there 
seems  to  be  no  party  differences  as  to  protective  tariff.  This  present 
law  under  whicn  we  are  working,  with  all  due  respect,  is  practically 
a  protective  tariff,  because  it  was  personally  intended  by  its  sponsor 
in  the  lower  House  to  be  a  competitive  tariff,  and  the  rates  were 
made  so  they  would  compete.     So  it  is  really  a  protective  tariff. 

Senator  Watson.  Do  you  mean  to  say  that  Senator  Simmons 
deliberately  formulated  a  protective  tariff  ? 

Mr.  Doherty.  Senator  Simmons  made  698  amendments  to  the 
tariff  passed  in  the  House  of  Representatives.  I  believe  that  is  the 
correct  number,  is  it  not.  Senator  ? 
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Senator  Simmons.  He  made  a  great  many  amendments.  It  was 
over  600. 

Mr.  DoHERTY.  It  was  over  600. 

Senator  Simmons.  And  500  of  them  stuck. 

Mr.  DoHEBTY.  The  tendency  of  your  scheme  will  be  a  very  per- 
nicious one.  The  tendency  will  be  to  do  away  with  outridit  pur- 
chases by  American  purchasers  in  the  open  European  markets  and 
it  will  tend  to  stimulate  one  of  the  greatest  evils  oi  our  tariff  system, 
one  that  has  been  denounced  by  successive  Secretaries  of  the  Treasury 
from  away  back,  as  far  back  as  you  can  go,  and  that  is  that  system 
whereby  goods  are  consigned  by  a  foreijgn  manufacturer  to  an  agent 
in  this  country.    That  is  the  result  of  this  system. 

You  ought  to  think  well  over  that,  because  that  is  a  very  bad  thing 
from  every  standpoint,  for  this  reason:  At  the  present  time  a  large 
house  like  Marshall  Field  &  Co.  makes  a  purchase  in  the  open  market 
in  Europe  and  brings  them  in.  Goods  Dought  in  the  open  market 
have  a  notorious  value,  and  there  is  no  trouble  about  the  duty. 
Under  this  it  will  be  decidedly  to  the  advantage  of  the  manufacturer 
who  makes  those  goods  to  send  them  to  his  agent  in  this  country, 
because  he  can  make  his  own  selling  price  in  this  market  and  his 
selling  price  can  be  lower  than  Marshall  Field's  selling  price,  because 
he  has  eUminated  Marshall  Field;  he  has  eliminated  that  middle  man. 
His  dealings  can  be  practically  direct  to  the  retailer.  So  he  can 
absorb  a  part  of  the  profit  that  Marshall  Field  &  Co.  made  and  still 

?ut  his  goods  on  the  American  market  at  a  lower  price  than  Marshall 
'ield  &  Co.  are  able  to  sell  them.     That  is  a  very  bad  thing. 

I  remember  a  striking  passage  in  a  report  of  Col.  Tichenor,  Assist- 
ant Secretary  of  the  Treasury  at  one  time,  who  was  going  through 
some  foreign  country  and  he  noticed  a  row  of  magnificant  mansions, 
and  he  asked  who  lived  there,  and  he  was  told  that  the  men  who 
lived  there  were  those  who  got  wealthy  consigning  goods  to  America. 
Col.  Tichenor  was  one  of  the  best  and  brightest  minds  that  ever 
graced  the  Treasury  Department  of  the  United  States. 

This  bill  as  it  stands  now  would  have  a  tendency  to  aggravate  that 
situation.  It  will  eliminate  the  outright  purchase,  which  is  what  we 
ought  to  have. 

There  are  a  whole  lot  of  other  things  I  would  like  to  talk  about, 
but  I  yield  to  the  pressure  of  the  committee;  but  at  the  opening  of 
my  remarks  I  insisted  we  did  not  know  what  '^comparable''  meant, 
and  we  do  not  know  yet.  So  we  have  prepared  here  a  summary  state- 
ment based  on  the  American  selling  price,  as  well  as  we  know  it. 
Under  the  second  part  of  section  402 — tne  part  that  provides  a  method 
for  appraisement  of  goods  that  are  not  comparable  with  American 
products;  in  other  words,  where  there  is  no  American  product  at 
all — there  are  more  of  them,  of  course.  In  some  cases,  m  order  to 
comply  as  well  as  we  could  with  the  requirements  of  the  committee, 
we  have  put  down  a  thin^  as  being  comparable,  although  we  had  very 
serious  misgivings  whether  it  was  or  not.  The  first  example  that 
comes  to  my  mind  is  the  so-called  prophylactic  toothbrush — that  is, 
a  toothbrusH  with  the  bristles  of  varymg  lengths,  a  sort  of  a  tuft  at 
one  end,  the  idea  being  that  it  can  reach  better  into  the  crevices  of  the 
mouth.  That  is  a  well-known  American  article  made  in  Florence, 
Mass.  There  is  another  toothbrush  which  comes  from  Japan,  made 
in  the  same  way;  but  it  is  not  as  good  as  the  American  article  at  all; 
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the  bristles  are  not  as  good,  the  handle  and  back  are  not  as  good;  but; 
as  I  ^ay,  in  order  to  comply  so  far  as  we  could  with  the  spirit  of  the 
committee  we  called  that  comparable. 

So  we  have  prepared  this  summary  statement  which  contains  the 
description  of  the  article  and  the  coimtry  it  comes  from^  and  the 
foreign  selling  price,  and  the  case  and  pacKing  and  transit  expenses, 
rate  of  duty  under  the  present  law  and  the  paragraph,  the  amoimt 
of  duty  under  the  present  law,  and  the  present  selling  price  with  a 

fross  profit  of  25  per  cent;  then  the  proposed  rate  under  the  Fordney 
ill  and  the  amount  of  duty  on  the  selling  price  under  the  terms  of  the 
Fordney  bill.  And,  finally,  the  fourteenth  column  shows  the  equivalent 
ad  valorem  percentage;  tne  fifteenth  column  is  the  one  where  we  have 
put  down  a  coniparison  where  we  thought  we  could  find  a  comparison, 
where  we  spelled  out  comparison;  and  then  the  sixteenth  colunm, 
shows  duty  under  the  Payne-Aldrich  Act,  and  the  paragraph  number 
of  the  Payne-Aldrich  Act. 

All  these  examples  were  furnished  by  merchants  in  New  York 
and  other  places  at  our  request,  in  order  to  prepare  for  this  hearing. 
They  were  furnished  with  a  form  and  told  to  put  down  the  exact 
figures  just  as  they  were  taken  from  their  books  So  that  this 
summary  represents. actual  transactions,  and.  where  there  was  any 
comparison  possible  it  was  an  actual  transaction  also;  that  is,  there 
was  an  American  article  that  we  deemed  to  be  comparable  with  this 
one  under  the  law. 

I  should  like  to  offer  that  for  the  record,  and  I  would  like  to  have  it 
printed  in  the  record. 

Senator  McCumber.  That  will  be  printed  as  a  part  of  your  testi- 
mony. 

Mr.  DoHERTY.  I  could  talk  a  whole  lot  about  this  and  explain  it. 

Senator  McLean.  Did  you  appear  before  the  Ways  and  Means 
Committee  of  the  House  ? 

Mr.  DoHERTY.  They  had  no  hearings  on  this  at  all.  We  followed 
the  exact  language  of  the  law.  We  certainly  calculated  it  just 
exactly  the  way  the  merchant  would  calculate  his  costs  and  the 
selling  prices.  Those,  as  I  say,  represent  the  actual  prices  of  goods 
that  are  bought  and  sold  daily  in  tne  markets. 

I  should  luce  also  to  put  in  evidence,  if  it  is  necessary,  a  copy  of 
the  hearing  of  April  22  oefore  this  conunittee.  Is  that  necessary — 
to  nut  it  in  evidence — or  will  you  take  judicial  notice  of  it? 

senator  McCumber.  Is  it  a  copy  of  hearings  already  had  by  this 
committee^ 

Mr.  DoHERTY.  It  is  the  one  on  the  antidumping  bill  in  April  last — 
antidumping  and  currency. 

Senator  McCumber.  How  long  is  it  ?  If  it  is  already  printed  it 
would  seem  it  would  not  be  necessary  to  reprint  it  a^ain  for  the  use 
of  the  committee,  as  the  conmuttee  has  it.  But  if  it  is  brief  and  you 
would  like  to  have  it  as  a  part  of  your  testimony,  I  can  see  no  objec- 
tion to  having  it  reprinted. 

Mr.  DoHERTY.  It  is  about  the  size  of  that  [exhibiting  pamphlet 
to  the  committee]. 

Senator  McCumber.  I  should  think  we  ought  not  to  go  to  that 
length  in  reprinting  a  pamphlet  of  that  kind. 

Mr.  DoHERTY.  I  do  not  care  for  it  particularly,  although  I  should 
like  to  have  it  appear  in  this  record  that  all  the  facts  concerning  the 
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rise  of  prices  in  German  and  other  European  goods  since  1914  are  in 
the  files  of  this  committee  and  on  the  records  of  this  committee. 

Senator  McCumber.  You  may  refer  to  any  pages  in  that  that  you 
wish  to  refer  to. 

Mr.  DoHERTY.  The  whole  pamphlet  deals  with  it,  and  I  would  like 
to  have  that  well  considered  as  part  of  our  proof  and  considered  in 
evidence  the  same  as  if  witnesses  were  called  nere  now  and  examined 
orally. 

vSenator  McCumber.  That  will  be  done. 

Mr.  DoHERTY.  The  summary  I  have  submitted  contains  no  pyra- 
miding and  no  exaggerations  at  all.  The  figures  are  those  of  actual 
transactions,  and  tney  are  figured  out  according  to  the  language  of 
the  law. 

Senator  Smoot.  I  see  you  have  selected  such  articles  as  razors, 
toothbrushes,  and  such  things.  You  know  we  have  always  had  a 
great  deal  of  trouble  with  those,  to  protect  against  foreign  countries. 

Mr.  DoHERTY.  I  think  there  are  250  commodities  in  all.  We  have 
done  the  very  best  we  could  to  make  as  wide  a  selection  as  possible. 

Senator  McCumber.  Is  that  all  ? 

Mr.  DoHERTY.  No;  it  is  not  all.  But  I  will  have  some  considera- 
tion for  those  who  follow  me.  1  should  like  to  have  made  a  much 
fuller  presentation,  as  there  is  a  great  deal  to  be  said,  and  I  should  like 
to  have  said  it,  but  I  recognize  conditions  and  bow  to  the  inevitable. 

I  thank  you  very  much  for  the  hearing. 

SmillAHY  STATBMBITT  BASED  OV  AKEKICAK  SELLXHQ  PBICE. 

This  statement  is  a  summary  based  on  206  individual  calculations  covering  as 
many  different  items  of  imporUitions,  including  a  comprehensive  variety  of  goods. 
In  this  tabulated  statement  the  items  are  numoered,  IjKBginning  witl\  1  and  ending 
with  206,  and  each  separate  entry  is  the  result  of  a  detailed  calculation,  the  calcula- 
tion sheets  having  been  preserved,  so  that  they  can  be  referred  to  in  verification  of 
the  summary. 

Of  necessity,  such  a  statement  as  this  must  be,  to  some  extent,  conjectural  because 
of  the  extreme  uncertayity  that  attends  computations  under  the  very  complicated 
system  contained  in  the  Fordney  bill.  Because  the  basis  of  duty — that  is  to  say,  the 
value  upon  which  the  duty  will  be  assessed — is  the  selling  price  m  the  United  States, 
which  is  itself  a  composite  figure  made  up  of  many  factors,  and  each  figure  must  be 
resolved  into  those  separate  lactors,  there  are  wholly  new  problems  in  cost  figuring 
presented.  However,  the  particular  computations  sunmiarized  here  represent  actual 
importations  at  actual  prices,  and  the  picture  here  presented  is  a  faithful  reproduc- 
tion of  what  will  happen  if  and  when  ttiis  new  svstem  is  put  into  effect. 

The  phrase  used  in  section  402  of  the  Fordney  bill,  ''comparable  and  competitive,'' 
completely  baflSes  conjectiire  as  to  its  meaning,  and  there  is  no  pretense  made  here 
that  those  who  prepared  and  presented  this  statement  have  mastered  the  difficulty. 
Even^  effort  was  made  to  secure  an  American  article  that  was  identical,  or  almost 
identical,  with  articles  of  import,  but  in  only  a  very  few  instances  could  such  simi- 
Imrity  be  found  as  would  justify  the  statement  that  the  goods  were  comparable.  In 
column  15  of  the  tabulated  statement  percentages  appear  at  intervals  which  represent 
the  ad  valorem  duty  upon  foreign  value  equivalent  to  the  duty  imposed  oy  the 
Fordney  bill.  It  must  be  understood  that  these  percentages  as  to  comparable  articles 
are  given  with  reluctance  because  of  the  misgivings  in  respect  to  the  precise  meaning 
of  tiie  word  ''comparable."  Taking,  for  example,  article  7,  which  is  a  toothbrush 
made  in  prophylactic  style  by  a  well-known  American  concern  and  having  a  Japanese 
counterpart  to  the  extent  of  containing  bristles  of  uneven  length,  conservative 
figuring  shows  that  the  new  duty  will  be  equivalent  to  124  per  cent  based  upon  the 
foreign  value,  •The  duty  under  the  present  law  is  35  per  cent  and  the  duty  under 
the  Payne-Aldrich  tariff  law  was  likewise  35  per  cent.  There  are  a  few  other  instances 
found  where  an  American  counterpart  for  the  imported  article  was  made  the  sub- 
ject of  calculation,  and  all  such  instances  are  in  column  15. 

In  the  vast  majority  of  cases,  howev.er,  no  American  article  that  could  truthfully 
be  said  to  be  comparable  was  found,  and  it  may  be  stated  that  this  is  representative 
of  the  general  run  of  imports.    In  fact,  it  is  because  the  imported  article  presents 
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some  different  features  from  the  domestic  article  that  the  imported  article  appears 
in  commerce  at  all.  It  loay  or  may  not  be  cheaper;  it  may  or  may  not  be  more 
symmetrical  or  beautiful;  it  may  or  may  not  be  as  handy  or  convenient;  and  yet  it 
may  have  some  feature  that  distinguishes  it  from  the  domestic  article  and  which 
appeals  to  the  taste  of  a  sufficient  number  of  buyers  to  warrant  its  importation.  In 
the  true  sense  such  articles  are  neither  comparable  nor  competitive  because  they  go 
along  side  by  side  and  each  finds  its  own  market. 

The  preparation  of  this  tabulated  statement  gave  a  very  practical  demonstration 
of  the  extreme  difficulty  business  men  will  have  in  forecasting  the  effect  of  the  tariff 
law  upon  transactions  which  will  be  completed  in  the  future.  A  very  large  part  of 
international  commerce  is  made  up  of  import  orders;  that  is  to  say,  the  transaction? 
involve  the  taking  of  orders  for  goods  which  are  made  to  order  but  which  will  not  be 
put  upon  the  American  market  for  some  months  after  the  order  is  taken  and  buyer 
and  seller  are  committed  to  a  price.  Notwithstanding  the  many  general  statements 
that  have  been  made  to  the  effect  that  the  buyer  of  European  goods  knows  when  he 
buys  them  what  they  will  sell  for,  the  inexoraole  fact  remains  that  that  certainty  is 
based  on  the  knowledge  of  what  his  goods  are  going  to  cost  him  landed.  Without 
that  knowledge  it  is  utterly  impossible  for  either  buyer  or  seller  to  fix  a  price.  There 
are  too  many  possibilities  intervening  between  the  time  of  the  contract  and  the  time 
of  delivery  to  make  anything  like  certainty  possible.  It  is  well  known  that  the 
domestic  market  is  subject  to  violent  fluctuations,  and  the  enterprise  and  inventive- 
ness of  Americans  are  equally  well  known.  Therefore,  the  American  market  may 
be  totally  different  from  the  market  when  the  order  was  placed  and,  furthermore, 
articles  which  at  that  time  were  not  made  in  America  at  all  may  have  in  the  mean- 
time been  developed. 

Without  reviewing  this  tabulated  statement  in  detail,  attention  is  especially  invited 
to  column  14  and  to  column  16.  Column  14  shoves  the  rate  of  duty  carried  by  the 
Fordney  bill  based  upon  domestic  valuations,  reduced  to  an  ad  valorem  baaed  upon 
the  foreign  market  value,  while  paragraph  16  shows  the  ad  valorem  duty  carried  upon 
the  same  article  under  the  Payne-Aldrich  law  of  1909.  A  comparison  of  these  two 
columns  and  of  column  15,  where  there  is  any  comparable  article,  shows  some  amazing 
increases  of  duty  over  the  act  of  1909.  These  ad  valorem  duties  are  higher  in  most 
instances  than  any  duty  that  was  ever  levied  by  any  tariff  act  in  this  country ,  and  it  is 
correct  to  say  that  the  majority  of  them  are  nigher  than  the  most  extreme  protec- 
tionist ever  urged. 

Another  feature  noticeable  is  the  wide  discrepancy  between  the  extremes  of  these 
duties  without  any  apparent  reason  therefor.  It  is  manifest  from  this  that  the  rates, 
as  fixed  in  this  bill,  have  absolutely  no  relation  to  the  economic  facts  and  to  the  com- 
mercial conditions  which  a  tariff  law  must  neceswrily  take  into  account. 

It  may  be  that  the  relative  paucity  of  comparable  items  is  due,  not  only  to  the 
actual  lack  of  such  items,  but  also  to  the  extreme  difficulty  pf  ascertaining  whether  or 
not  such  items  exist.  This  new  bill  apparently  puts  the  burden  upon  the  importer, 
at  the  risk  of  being  penalized  if  his  information  is  incorrect,  of  finding  whether  there 
are  articles  comparaole  with  his  own  and,  if  so,  what  their  price  is  on  the  American 
market.  This  exacts  of  the  importer  an  impossible  task  in  the  majority  of  instances. 
The  United  States  is  a  very  large  country,  and  in  some  portions  of  the  country  tbeae 
is  a  demand  for  and  use  of  articles  that  are  never  found  in  other  parts  of  the  country. 
An  importer  bringing  in  such  articles,  located  in  a  portion  of  the  country  where  they 
are  not  used,  would  be  utterly  at  a  loss  to  find  out  what  domestic-made  wares  were 
selling  for  on  the  American  market. 

Furthermore^  the  importer  could  depend  only  on  hearsay  for  any  information  of 
this  kind,  and  it  seems  intolerable  that  ne  should  be  punished  by  heavy  fines  because 
the  information  that  is  given  to  him  is  inaccurate  and  is  found  to  be  so  by  the  appraiser. 
This  law  retains  all  the  rigorous  features  of  the  old  law,  imposing  heavy  fines  upon  the 
importer  in  cases  where  me  entered  value  is  incorrect.  Whatever  excuses  there  are 
for  this  under  the  old  law,  based  upon  the  ground  that  the  importer  knew  what  he 
paid  for  his  ^oods  and  might  be  conceived  to  know  what  the  prevailing  foreign  values 
were,  there  is  no  sound  reason  for  it  under  the  new  law  when  the  values  upon  which 
he  must  pay  duty  are  values  as  to  which  he  has  no  special  knowledge.  There  is  no 
human  agency  that  might  reasonably  be  expected  to  know  the  selling  prices  on  the 
American  market  of  all  commodities'  except  the  United  States  Government.  It  has 
postmasters  in  every  hamlet  and  it  has  an  army  of  other  employees,  collectors  of  cus- 
toms, collectors  of  internal  revenue,  and  a  myriad  of  other  subordinates,  and  the  in- 
numerable attach^  of  the  various  depiurtments  of  the  Government,  many  of  whom 
are  now  engaged  in  collecting  and  disseminating  what  purports  to  be  commodity  prices. 
Simple  justice  would  require  the  Government  to  assume  the  burden  of  ascertaining 
and  proclaiming  prevailing  prices  for  the  guidance  of  ita  citizens  who  import  goods 
and  for  the  guidance  of  the  customs  officials  who  appraise  them. 

With  this  explanation  the  tabulated  statement  is  printed,  as  follows: 


AMERICAN   VALUATION. 


293 


s 

s 

I 

s 

as 

3 

a 


0 


-qduSvrad  qdijpiy-^uXcj 


*X)np  i|OUp{v-^ix^«a 


9    9 


§§§§ 


«0      «o«oSSS^      S&S<]B&ftc£dS 


^S    3    Its    ^    9999S5    iS§?S55S    £3SS$§ 

a; 


S    snid    'aoLid    SmnaN    Xio) 
•o«j  Dlfoioi  no  tt|'qfU»dnioo  jj 


nba: 


0, 


PO 


CI 


-^-^ t 


I  — 01  ivnba  8uiJti>M 

:*;    snid  'aopd  8aniw  Xjo)aii| 
u8}ajoj  no  a^gBj^moo  |ox 


"3 


« 

c 
10 
<8 

s 

c 

3 
*& 

S 

< 

e 

i. 
i 

o 
o 
a 
« 

a 


I 

a 

0. 


e 
o 

a. 


I 

I 

B 

O 


o 


•  5    8    2 


—  «#•  "T  t>.  ^ 


n  'Mljd 

'^    8um*a8   no   X)np   Su{iinsi)|{ 


s 


i2 


'lliq  X3a|uo^  JO  ipluSviBj 


3=5 


J    S    S5    S5    S2SS3    sisSSgg    ?S«SS2  f 

to  S      2      c1    "^ 

•• 

«      o      o     Q     QQQCro     f-t^ejesr-Q     esc«*ff«ciMc» 
fl     ?5     f5     p5     ?5e5p5«»c     •c»o««fr-«     SSSSSS 


flu  ^ 


3    3 


2-0 

SS.I 


o 


o  o 


52i 


•c 


c-d 


S8iS 


•«'«8.§8.'^E"^aa?^c. 


o  o  o  o  c 


W^Wl.^  L.WWWWW 


S    S  :»  :S^S    » 


'lyojd  ssojS 
S    luao  jad  sz  sapnpni  Jniq 
jtaopio  J  jopan  90ijd  Soiiiog 


S    S    8    8    SSSSS    &&i:SSS    z:3itiSKZ 

S  i  SI  is  ^^s^4  d'^iti'^i  MHii 


*)gojd  SBoja  %U90  jad  qz 


^388   38883   3S88SeS    :^^$^8S 
S  ^  8  S  s;23!:e:s  ^*=^J^^siS  ggJ^ggg 


laasQjd  )«  /i%np  jo  )uiioinv 


3   SS   ^   ^    SS^S^S   S?S8Sois   ssxsss^ 


■{|]q 
pooAJopaQ    JO    qdtuSuivj 


B  §  ^  i  ggggs  $$8S£g  ^^n^nn 


8 

■ 


'X^np  JO  8i«i  inaroj J 


-08    ^    ^    SS    ^£9{S£9S    88888^    S$$$$$ 


'8WlI9d\9  tl^treiX 


*8ui3io«d  ptw  aCTj 


g    2    9    9    S288§    &i8^il$    SSSS:;::^ 

oS      rf      ^      -4      ^,-;j^*        ''i>i«d*—      C<D-^C<C^<N 

-4       —4       v4        ^4  -^        -•"?       >-<       9 


3    2    8    8    2S22S    siS^^S    SSi^Sr^S 

■    •    •    >    ••••■    •••■••    •■*^j* 


•(«iiun  9ufXj«A)  Xjo^ 
-9«j  ii8|aiO|  i«  a>fjd  8a|n^ 


8    9    8    8    ^^9$S    88S$S^?!    9.7.Pi^ZZ 
^    S    8    ^    t^i-«!«i«    — 855-S    fffeSSSg 


e< 


5 


"2 
3 


I  i 


99 

a 

08 


O 


o  o  o  o  S 


o  c 

•d-o 


a 
So 


s 


«r03 


£ 


o 


o 

o 
3 


"3 
63 


£X2 

II 

•  55 
©33 


sec 


C 


'C'd'g 


s 

S 


'&.tt3E-6-a*CM 


4^  0*  «  c  &  c^ 

k.  h.  Im  U.  |i<  U 

OS  C9  CO  flO  68  C3 

z  Z  ^  9  z  z 

«i>  W  I-'  «->  «d  *« 

U  t.  U  M  k  »« 

flS  40  48  fl8  CO  tf 


^     u3eb>aoa» 


t^  f^  ^4  v4  .-«  •>«        <»i^«A^C4C4 


296 


TARIFF   HEARINGS. 


'qdBjSujod  q.)!jpiv-<>iiXfij 


I 


.    2 


^^mp  qoijpiv*9"<£«<I 


—04  lOTlbd  ;iui](9«(l 

-ail  uaiajoj  no  oiquiBduioo  n 


t5 


s^  s  s 


— 01  |«nha  )iu|]io«d 
:S    siifd  'do{jd  SiiKfds  Aio^Mi 
xiSiMOj  UP  dincj^moo  lofij 


CO  *M]jd 

^    8u!ii«K    uo    Xjnp   atipin^o^ 


%«  s  ^  s 

ft* 


i^  ^  i  a  is^s^sSTs  gs 


_j  J  •  •     •     • 

cQ     e«5     CO     «^^ 


MO>9a 


£2       'inq  X9upjo^4  JO  i{d«j8YLnij 


•o 


w     w  CO  w     n     cot^to 


58      S«eo--^Nco      « -r 
OC      ao O* OS "^ ^< r<2!      "*  "• 


»  C2 


1 


o 


2§ 


3 


8    I 

"^   S 
;c 
S 


OT     CO     n 


•6I.S 


o     o 


■3.|o.| 

to     n     ^*ora     us 


gg 


8 


^    ^    ^    88 


*)yoid  t«oj8 
S    tudo  jad  cs  sapnimi]  'niq 
Xdopjoj  jdpim  aoiid  Suifiog 


g  sg  s  2:2"  "  "j:^  -^   '^   ^  -^^fi^i^^   Sc*£i 


^•15 


g^         ngojd  880J3  luao  jod  ss 


luasajd  )«  Xinp  jo  iimouy 


kQ 


pooA\Jopu:i    JO     qd«j8«i«<i 


S3 

5 

• 

• 

*.4 

1.98 

1.9S 

.30 

o 

9St? 

• 

* 

• 

.12 

11.  (» 

38.44 

1.00 

2.53 

10.20 

3.19 

7.25 
.32 

1-^ 

•-< 

s 

§ 

Id 

g 

s  (»  r*  'Q  >o  aO  *» 
35  -x  tt  t- »"-  5 1  r- 

v4  «^  vH  «H  «i4  n  ^4 

gg 

'.f  )np  JO  a)tu  )uabaici 


•o 


-sahtiodxa  ijsutujL 


-aui:',3Qd  pu«  as«o 


9    S 


•-•     ^^c•^o     o     &o«4     o     o     o     oab^* 


$  s 


c^ 


■(siniii  8u|a'j«a)  Xjo) 
-Ofij  iiSfdjoj  i«  aoijd  iftini«>8 


^     »     S     »«io     to     SSisIs     «     'o     ▼     SSi-iSoow     o-i 


©       W       T       «•«—*       -«  fC  o» 


"M 


•a  "^ 

c 


es 
o 


•a 


S  : 


-      ©dg 


o 


o  o  o 


a  eS  ©  g  3    *  5 

^^  ^_  BO    ^  -jT  '^         *^  ^ 


a  0 

aa 


I 


I  r 


V        U  &  K 


6 

g 


6 

5 


ill  ; 


»  o  S  SSS  S  &SS  8  3  3  8S3S&S8S  :: 

55      9  »-»•.».  1.™-^  ^^     ,.«     ^^     r«  ^^  v«  .1^  ^N  riM  w4  viM     » 


.     .     .  •  .  .  •  ^  »  »    • 
3    3    8S38&S8S    :: 


AMERICAN  VALUATION. 


297 


PD 


S^ 


CO        n        CO        CO 


oc      oc      ac      oc      QC      v. 

r-      f-      r-      r>.      t-      r- 
CO     CO     CO     CO     CO     CO 


'*'      ?oe« 


w5  S?  S5 


^    ^    ^,    ^,    ^    \Si    ^ 


S  :g  :s  :g  S  s; 


s 


S    9    $    !S    9    9 


==r-« 


S'Sc  :ScSS^-c4cTS8    3^S^S££S?'s^ 


<c  cc  ts 


o 

a 

w 


^      -^««f     e4«C'*i.'5««*ci-^poe4     ci     ^     cs     e6     ^     d     ei     co     c^     w  '     t-I     rn     ^     r4     f-j 


c4 


•^5 


ACC  O  to  r^  .^  r-m  m*  f^  m^  ^^  ^^  m*  ^^  ^m  w^  w^  ^m  ,,^  ,,^  ^^  ,^  ^4  ,.^  ^4  ,^  v^  |.^  ^i4  ,^  pH  ^H 


CO  u 


i^; 


k.  i-  o 


s 


Ouoeoooc 


:» 


o 


^ 


•c.'H 


o 


c 

t3 


O 


o 


c 
•a 


n 


R 


c      c 


o     o     o 

"O      "O      "O 


QO 


^ 


c« 


ssrs 


•^<d<D^«me^a(f^M*o     A     S     cc     c5     -^     t^     c5     a»     ocj 

o 


»0  CO 


$  s? 


r«      «o 


^      ^      ^ 
•r     <e     •^ 


ee 
P 

t 


SS3    588S^83§SS8    S;38S3?3SS^ 


eoc(e4cioi^e>«cC'^oe)     «     »c     »«     r^     x     *n     •>•     h-     »c 


br  I'-  o> 

bo  1^  CO 

•  •  • 

eo  «3  ^ 


r- 


co  25  S 


SSSSc  "^Ss^txSS     SoJ-t^'SJii^wo 


25  *3 


rE  g  s 


^ 


S2S 


isg^iEi 


^  i  t  i 


^       !23^      eoS»«  wTOPSrfcoSei^      c«5!!^rtp5p*e4«rtc«6«  p5rtrt««w 


5    ggs?    2SSSg«S2::?2S    8?:222SJt:S28      gsSSS."? 


0 

— 

5 

S8SS 

..H  (^  1-4  1-4  0 

.  .0  .  . 

^4 

Oft 

8 

3 

3 

8 

S 

3 

S 

s 

s 

s 

8 

8 

8 

8 

-^ 

•e4   • 

.       .       .       .^ 

• 

S     S5S4    i28g88a5?S.^5jg 


^^s^s^ssss^     ^sc^gsss 


o 
ro" 


CO 


'T      -r      M 


CO 


eo      e>i  ^ 


CO 


w 


•O       ^ 


**     ^wi«     ^^  ^    ji.         •         ■  <rt        •         •        • 

-■      98s     2£co^ooo 


4    wfcw    o£  :  :ii 


.,  con  <a- 


•  «— 


I 


C 


b  S  s  9 


5  ■ 


S 


X  K  v:  s 


*s_t  *-  C  g 


»  o  e  e  >2 

g  «  «  *  o^ 


s 
2  0  c 

C5 


=*       C       tf 


g.  -a  "^ 


c 


O 


c 


o 

73 


*^  r*  »» 

^*  •*  JK 

^  ^  A 

.IS  :^  *J 


OO 


S  "g 


B  c  c  c  23  2  S-'S 

SK   iTk    jr*    0)    0  TS    S    #M    ZZ 


■SSSS-S^  S  o  o  S  g'3  s  «  g 


5s 

OQ 


O 


be 

^   s 

O     00 


■s 

C 

c 

tt 

•g 

.c 

.S5 

c 

c 


—     o 


«    «22    2Ci52S5i?iS5eSrf8    55a8^S?§SS'4S       SS§S5S 


•2 


■g 


o 
c 


la 

c 


M 


c      o      o      c 

T5      "O      "O      "C 


Or 

at, 
&> 

c 


.5   i    s   Si 

ci      ?5"     eo      ?3" 


c 
ca 

Ui 

cS 

c 

c 


298 


TARIFF   HEARINGS. 


*qd«j8iUfKl  qoijpiv-ouXfij 


X        QO        OO 
t^        fc        t^ 

to       CO       CO 


i$§  §§S  iiSSSSSSSSSSSS  999 


*Xinp  i{OTjpiv-atL£«j 


:2    mid    'dopd    9irnie6    Aio% 
-09J  jjS\9iOi  no  oiq^gdmoo  ji 


• 

ft, 

^ 

:8  : 

R  :  : 

^4 

^ 

■     ■••■• 

■       ' 

fti  : 

to 

3  is 

jSSf 

Isssss* 

•H  v4  v4 

— o)  i«nb9  8ii]3|ii«d 
^    9n\d  'aoyd  8n?na8  .Ooi9«| 
ugtajoj  UP  3|qEjgdmoo  %os. 


ft)  'dO[jd 

'-'    Suinas   no   X^np   SuiiinsoH 


s  §  i  SS8  is?:  S3i«$9ss38S;ssss8:s  n^e 


S        'inq  Xanpio  j  jo  qduSvivj 


^i4  <iM  *H  ^4  ^4  ^4  «i4  ^N  ^N         v^*4*4         ^  n^  )i^  vH  »4  «H  (M  «H  Vi^  *^  *H  v^  «H  v4         r4«Hr^ 


3= 
Pu  ^ 


a  \^ 
S.Q'd 


o 


g 

a  •»- 
8    ,, 


i 


£•0 
E8§|88S8^^ 


ag  • 
88  : 

39  i 


o  o  o 


'^gojd  ssoiS 
2    inw  jad  SK  wpnionj  'inq 
Xoopjo  J  Jtapim  eoyd  SnniOB 


s  a 

t    ^ 


«. 


^  3§ss  S$9  sss{3sgs^^g9ssss^  s;:s 


■  *        •       • 


MNi 


•c 


*9yojd  8eoj3  ^noo  jod  $s 


S    {:    SS    S89    :S8    8SS8S^899SSt:88    ^SS 

Ci       C^t        Ki  «H 


jj    r; 


9  9*  ra 


00 


C4       t*       ^ 

inaeojd  9«  X^np  jo  ^unonxy  ;       ^    *h      * 


88S    i2gg    8S^8S8S«SSS8S8?    •^S 


pooMiepafi    JO    ifdusviBj 


e9     N     e4      rocoM     wto«     SSeoHeoeowroeSSweSrtM     racocC 


'X^np  JO  9)«i  )ii9eoj^ 


ft* 


SeJJ?      S83      cl  N  »-« c3 «?  e«  g^S  s?  «?  w  w  ^ «?      e?TO« 


»o 


*so6n9dxo  )feix«J2 


S    ^    S 


SSs8 


'ti 


'Snppod  ptre  99Bq 


8    S    S 


SS8 

•     •     • 


^   f<   5 


b-»ogo^«038     »-ii-i8 

^  O  fO  r»  ^^  ^     •  •     •    • 

■     •••••  v4  ^^ 


•(Blfun  8u|Xi«A)  Xjo^ 
-tf«j  nSiOiOj  }«  90]Jd  2011198 


«     >o     o 

fH         rH         i-l 

e5     ^     H 


SSf^S    SS8    8SS9fSS;sS8^39SS:28    SSSS 


w 


c^ 


5 


I   .§   ^ 


C3 


a 


H 


W    o  :u 


"O  d         M  u  CD 


o 


►> 
fl 


c 

o 


.3 


i 


u  >  o 

•d  o  > 

to  9  9 

O  V  O 


SI**  c 


I 


oo8rt' 900000 


& 


o^ 


)"« 


SSS 


•a 


&«PkO     I 


,  o  o 


1  «v 


ft4(X4l 

9    9^    i^i    i^:i    £Jstss:itSS^S$S3S8S^S    88R 


AMERICAN  VALUATION, 


i      S      S      S      £t^« 


i;;  liiii 


:s^  b  b  k  :=  IS  pa  p 


'l»52 


*^^"^|  5  n  5  !H 


ii  5ii5§ss||||aB|  |a8|8  ?  |  I  I  III 

TTT: 


T 


:  : 


iiiijiMiMi!   MiM 

iiiii 


i   ;   ;  ;  Ml 
i   i   i   i   :  :t 

4  4  4  4  4a 


■j(   S   S   1   •< 


SfS!)    8&S&S   39    SSeg88S33883»8    sIs^E:    S    S    S   S    8SS 


d  -.J    5t^j  -t)    ^^    ^'^t^^8^^*^t38--c;     -  ■"  "K 


imm 


I 


300  TARIFF  HEABINGS. 

STATEMENT  OF  EMIL   PEVNT,  HANTJFACTUREB  OF  COTTON 

GLOVES,  OSWEOO,  N.  Y. 

Senator  McCumber.  You  are  from  Oswego,  N.  Y.? 

Mr.  Pevny.  Yes. 

Senator  McCumber.  What  is  your  business  ? 

Mr.  Pevny.  I  am  a  manufacturer  of  cottongloves,  which  industry, 
as  vou  know,  did  not  exist  before  the  war.  We  have  established  this 
industry  and  have  produced  goods  which,  during  the  war,  were  at  all 
times,  not  only  in  this  country,  but  to  a  very  appreciable  extent  for 
export,  giving  excellent  satisfaction,  judging  from  the  repeat  orders 
we  have  received. 

I  myself  made  during  the  short  period  one  single  order  for  Norway 
of  500  dozen.  I  have  copies  here  of  the  original  orders  covering  goodfe 
which  were  exported  to  Melbourne,  Perth,  Adelaide,  Australia;  Dim- 
edin,  Christ  Church,  New  Zealand;  Christiania,  Norway.  I  also  had 
an  order  from  South  America,  too. 

The  whole  thing  hinges,  to  be  quite  frank,  upon  German  importa- 
tions. We  can  not  compete  with  the  German  wages,  which  are  to-day 
actually  one-tenth  of  ours.  On  top  of  that  we  have  the  depreciation 
of  the  mark. 

As  the  foreign  minister  of  Germany  only  the  other  day  remarked, 
in  reply  to  the  exigencies  of  the  French  Government,  '*  Our  big  busi- 
ness m  exportation  is  simply  due  to  the  low  currency  of  the  country." 
Consequently,  it  is  deceptive.  But  the  Germans,  naving  it  in  their 
hands  to  maintain  the  mark  at  that  level,  only  need  to  print  another 
issue  of  paper  money  in  order  to  maintain  the  mark  at  1^  or  1^  cents 
indefinitely. 

Senator  Smoot.  That  is  what  they  will  do  ? 

Mr.  Pevny.  I  said  90  per  cent  which  is  on  German  importations. 
Then  Switzerland,  England,  and  Holland  all  have  currencies  much 
nearer  to  ours,  and  we  would  penalize  those  countries  and  give 
Germany  almost  a  monopoly.  We  might  just  as  well  save  all  the 
expensive  apparatus  of  collecting  customs,  because  it  is  hardly  worth 
whde  to  collect  so  little. 

If  the  importers  pretend  that  they  have  the  consumers'  interest  at 
heart,  I  claim  that  is  ridiculous.  Besides,  is  not  every  consumer  a 
producer  ?  We  have  no  two  classes  in  our  society — one  is  a  producer 
and  one  is  a  consumer.     We  both  produce  and  consume. 

And  I  beg  to  remark,  as  a  very  important  factor,  that  we  are  using 
exclusively  the  finest  grade  of  American  grown  cotton  in  our  manu- 
facture, while  the  Germans  go  to  Liverpool  and  buy  Egyptian  cotton; 
and  not  only  that,  but  New  York  importers  took  good  American 
money  which  they  made  in  America  ana  bought  cotton  in  Liverpool 
and  sent  it  to  Saxony  and  had  ii  transformed  mto  gloves,  which  they 
took  back. 

One  of  the  importers — because  I  read  the  report  in  the  papers — 
remarked  when  the  emergency  tariff  was  under  discussion — 8  cents 
valuation  of  the  mark — ^'If  you  do  that,  you  give  the  American 
manufacturer  a  monopoly.^'  It  is  very  recent  history.  What  has 
happened  during  those  past  few  months?  The  German  manufac- 
turers and  these  importers  have  acquired  the  monopoly,  and  we  have 
to  put  signs  on  our  factories  ^'To  let.'' 

Senator  Watson.  Is  your  factory  running? 
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Mr.  Pevny.  It  was  running  last  week,  but  two  others  shut  down 
within  six  months  for  lack  of  orders. 

Senator  Watson.  How  many  workmen  have  you  emploved  ? 

Mr.  Pevny.  I  have  employed  as  many  as  120.  I  am  only  a  small, 
modest  man  in  comparison  to  others  in  our  industry. 

Senator  Watson.  Why  are  you  shut  down  now? 

Mr.  Pevny.  On  account  of  lack  of  orders.  All  these  importers 
who  have  been  my  customers  canceled  their  orders,  often  when  I 
had  them  in  execution,  by  simply  telegraphing  to  cancel,  **Too  late." 
And  I  beg  to  remark  that  we  get  as  many  weeks  to  make  an  order  as 
they  give  the  Germans  months. 

^nator  Watson.  When  did  the  German  importation  of  this  kind 
of  goods  begin  ? 

Mr.  Pevny.  Every  month  they  are  coming  in  now;  I  have  got 

^  the  statistics.     In  1920  for  the  single  month  of  March  imports  were 

17,000  dozen;  this  year  for  the  same  month  it  was  66,000  dozen. 

Senator  Watson.  What  is  the  difference  in  the  cost  of  production 
in  your  f actpry  and  in  Germany  ? 

Mr.  Pevny.  Ten  times  more  than  their  cost  of  production.  The  rea- 
son for  that  is  what  I  consider  a  rather  delicate  subject,  but  the  leader 
of  the  Democratic  Social  Party,  Auguste  Bebel,  published  a  work,  which 
you  will  find  in  the  Washington  Library,  1910 — ^which  is  the  fiftieth 
edition  of  that  work  in  the  English  translation — ^in  which  he  states  that 
with  the  wages  which  these  girls  earn  in  Germany  50  per  cent  have  to 
have  a  friend  to  help  them  along.  The  others  have  to  take  bundles 
home  and  work  till  midnight,  where  sisters  and  mothers  assist  them 
to  eke  out  a  living. 

Well,  I  am  proud  to  say  that  in  my  factory  I  have  not  a  girl  that 
I  would  be  ashamed  to  take  into  my  own  home. 

Senator  Watson.  What  wages  do  you  pay  ? 

Mr.  Pevny.  An  average  of  $20  a  week. 

Senator  McLean.  How  many  girls  are  employed  by  all  the  inter- 
ests you  represent  ? 

Mr.  Pevny.  By  all  the  industries  ?    Thousands  of  them. 

Senator  McLean.  I  am  speaking  now  of  the  cotton-glove  industry. 

Mr.  Pevny.  Only  the  cotton-glove  industry,  and  we  are  using 
exclusively  American  cotton. 

Besides,  gentlemen,  I  suppose  you  saw  only  last  week  that  the 
British  Government  had  set  aside  £1,000,000  to  foster  and  increase  a 
production  of  cotton  within  the  Empire,  in  South  Africa,  in  Egypt, 
and  India;  and  the  cotton  spinners  of  Lancashire  promised  to  con- 
tribute appreciably  toward  that  fimd,  so  as  to  make  tnem  independent 
of  the  American  production  of  cotton,  while  we  are  letting  the  German 

f;oods  in  almost  free  at  the  present  moment,  because  the  duty  col- 
ected  to-day  is  a  farce.  We  are  losing  at  the  same  time  millions  of 
Eounds  of  American  cotton,  which  the  cotton  producers  here  would 
e  very  glad  to  have  an  outlet  for, -and  we  have  it  right  here.  I  know 
importers  of  New  York  who  go  to  Liverpool  and  buy  cotton  there  and 
send  it  to  Germany  for  manufacture. 

Every  pair  of  German-made  cotton  gloves  coming  into  this  country 
to-day  is  of  Egyptian  yam,  and  we  nave  to  lay  idle  and  see  this 
market  flooded  with  German  iinportations. 

I  cite  these  importations  of  German  gloves.  Note  there  was  in- 
crease in  the  quantity  imported  for  the  single  month  of  April,  192L 
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50,000  dozen,  valued  at  $262,000,  as  compared  with  the  imports  for 
the  same  month  1920.  Also  notice  that  for  the  10  months  ending 
1921  there  was  an  increase  of  303,000  dozen  pairs  in  quantity,  valuea 
at  $1,670,000,  as  compared  with  the  period  ending  April,  1920. 

If  prices  soared  during  the  war,  it  was  due  largely  to  profits  which 
these  wholesalers  and  retailers  put  on  those  goods — wholesalers  50 
per  cent  and  the  retailers  100  per  cent  and  upward.  Those  are 
positive  facts,  which  I  can  substantiate.  I  saw  in  the  office  of  a 
New  York  importer,  when  they  were  feeling  very  good,  a  sign  hung 
up,  which  read:  "May  fiod  give  us  courage  to  ask  for  higher  prices 
this  day." 

Senator  Watson.  They  evidently  got  strength. 

Mr.  Pevny.  They  did  have  it. 

Did  anybody  take  the  trouble  to  consult  Bradstreet's  or  Dun^s, 
and  compare  the  importer's  ratings  before  the  war  with  those  of 
to-day,  and  he  will  find  how  much  money  they  made  on  American 

foods.  The  American  manufacturer  was  then  good  enough  for  them, 
can  show  you  letters  they  wrote  to  me  bowing  down  to  me  and 
saying,  ''Give  us  goods — good  boy,''  and  all  those  sort  of  things;  and 
now  1  get  telegrams  canceling  orders  when  I  am  24  hours  late. 

Talkmg  about  exports,  how  in  the  world  can  we  ever  hope  to 
export  if  we  can  not  hold  our  own  market?  If  the  importers  pre- 
tend to  practice  altruism  by  saying  that  they  are  instrumental  in 
reducing  prices  of  commodities,  this  is  only  a  subterfuge  because 
they  make  the  same  rate  of  profit  on  German  goods,  for  uie  original 
cost  is* lower  and  it  is  certainly  not  their  merit-  it  is  only  through  the 
original  costs  that  the  goods  appear  lower.  But  their  profit  is  just 
the  same. 

I  wish  to  clear  up  some  erroneous  statements  which  exist  about 
American  valuation.  Inasmuch  as  only  the  rate  of  duty  is  applied 
to  American  valuation,  the  real  cost  of  goods  only  is  paid  bv  tbe 
importer  at  the  depreciated  German  currency  where  he  still  gets  the 
full  profit.  For  argument's  sake,  we  take  an  article  that  costs  300 
marks  and  for  which  the  American  manufacturer,  say,  gets  $12; 
300  marks  equals  to-day  the  mark  at  $1.25 — $3.75,  add  40  per  cent 
on  $12,  the  American  valuation  makes  $4.80 — total,  $8.55;  adding 
additional  expenses,  $9  landed.  Leaving  a  margin  to  the  importer 
of  $3  on  a  dozen — and  both  of  us  compete  at  par.  Let  then  the 
American  public  decide  to  which  article  they  give  the  preference, 
and  you  see  by  this  example  that  this  tariff  is  not  protective,  but 
only  a  competitive  tariff. 

Senator  McLean.  Are  you  satisfied  with  the  rate  ? 

Mr.  Pevny.  I  am  not  quite  satisfied.  I  would  like  to  see  it  60  per 
cent  instead  of  40. 

Senator  McLean.  I  do  not  bear  it  in  mind.  What  is  the  rate  on 
j^our  product  ? 

Mr.  Pevny.  Thirty-five — it  was  35  and  is  now  supposed  to  be  40. 

Senator  McLean.  And  you  want  60  ? 

Mr.  Pevny.  Yes,  sir.  Talking  about  Canada;  I  have  a  friend  in 
Toronto,  who  is  also  a  large  cotton  glove  manufacturer,  and  I  con- 
^atulated  him  that  the  Canadian  Government  has  so  fully  protected 
mem  by  giving  them  12  cents  valuation  on  the  German  marks. 
I  have  got  the  letter  here,  which  I  can  show  you.  And  he  says, 
"I  am  not  at  all  so  sure  about  that,  because  we  are  getting  a  quantity 
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of  goods  in  through  Switzerland,  and  from  appearance  they  are 
undoubtedly  Grerman  goods,  and  unless  the  Canadian  Government 
can  stop  that  I  am  afraid  protection  will  help  us  very  little."  Conse- 
quently, I  say  that  is  the  effort  of  some  imscrupulous  and  resourceful 
competitor,  and  there  is  no  protection  to  the  American  manufacturer . 

Senator  Smoot.  There  is  no  reason  why  they  could  not  ship  those 
Grerman  goods  to  Japan  and  then  Japan  sell  them  there.  There  is 
no  difference  in  exchange. 

Mr.  Pevny.  There  is  some  little  difference,  as  they  ship  their  goods 
without  fasteners,  and  put  the  clasps  on  and  say  they  are  finished  in 
Switzerland,  and  get  the  consular  invoice,  and  that  is  the  way  they 

Eo  to  Canada.  Inat  is  what  my  friend  was  complaining  of.  That 
appens  to-day. 

We  are  up  against  an  unscrupulous  and  resourceful  competitor 
whose  wages  are  one-tenth  of  wnat  ours  is,  and  whose  currency  is 
absolutely  depreciated,  and  who  has  it  in  his  hands  to  maintain 
that  currency. 

The  German  minister  of  finance,  Rosen,  in  his  telegram  of  two  or 
three  days  ago,  said  it  was  deceptive  because  only  based  on  low 
currency,  and  they  are  going  to  Keep  the  currency  at  one  and  a 
quarter,  and  to  do  so  only  needs  to  issue  more  paper  money. 

Furthermore,  every  tliread,  every  fastener,  every  accessory  we 
produce  in  this  country  enters  into  our  goods.  Inere  is  nothing 
of  that  kind  imported.  Therefore  we  create  certain  requiremente 
of  accessory  industries.  For  instance,  I  created  a  glove  with  lace 
insertion.  I  had  a  Nottingham  lace  which  I  had  copied  in  this 
country,  and  beautifully  produced,  which  I  am  using  as  iusertions. 
WeD,  we  can  use  thousands  of  insertions  made  of  American  cotton 
and  manufactured  here. 

I  can  only  tell  you  that  we  are  most  exceptionally  placed  to  produce 
and  produce  better  goods  than  the  Germans  ever  produced,  and  if 
we  get  a  chance  to  continue,  to  the  satisfaction  of  the  American  con- 
sumer. And  certainly  it  is  heartbreaking  when  we  have  a  nice  lot 
of  girls  well  trained,  to  whom  you  can  talk  intelligently,  and  have  to 
dismiss  them,  many  of  whom  are  widows  with  children,  I  say,  it  is 
heartbreaking  when  we  have  to  tell  them  there  is  no  work. 

If  you  please,  I  would  like  to  submit  my  brief  for  the  record. 

Senator  McCijmber.  Without  objection,  you  may  do  so. 

BRIEF  OF  BMIL  PEVNY.  MABT7FACT17RER  OF  COTTON  GLOVES. 
THE   COMING  TARIPF — CALL  A  SPADE   A   SPADE. 

1.  The  McKinley  bill. 

According  to  Brockhaus  (the  foremost  German  encyclopedia): 
The  principal  aim  of  this  lecfislation  was  to  put  a  stop  to  the  fraudulent  customs 
entries  which  had  been  practiced  until  then  by  the  American  importers.  It  con- 
tained, therefore,  several  i^rescriptions  as  to  filling  out  bills  of  lading,  invoices, 
consignments,  etc.  Also  high  penalties  for  undervaluation.  It  provides,  besides, 
high  monetar}^  fines  and  imprisonment  in  case  of  bribery  of  customs  officers.  These 
stipulations  aimed  to  piit  an  end  to  the  extremely  numerous  appeals  against  the 
official  appraisals  of  which  in  the  fiscal  year  1888-89  alone  there  were  filed  25,349  cases. 
Besides,  a  further  object  of  this  bill  itself  was  to  create  new  industries  in  the  United 
States.  The  fear  which  was  felt  at  the  beginning  that  the  McKinley  bill  would  lead 
to  a  complete  closing  of  the  American  market  has  not  been  realized.  On  the' con- 
trary, it  has  been  proven  by  statistics  that  ^e  total  imports  have  suffered  but  a  slight 
reduction.    This  reduction,  however,  was  only  an  apparent  one,  as  before  this  bill 
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went  into  power  the  European  exporting  countriee  increased  their  shipments  tre> 
mendously,  bo  as  to  avoid  the  higher  tariff,  and  the  figure  for  that  year  was  far  above 
the  normal. 

The  desire  which  this  bill  has  created  frequently  in  the  countries  exporting  to  the 
United  States  to  proceed  with  measures  of  reprisals  by  forming  a  European  customs 
union  and  closing  further  importation  from  America  was  diflScult  to  cariy  out,  for  the 
reason  that  the  majority  of  the  European  States  urgently  required  American  products. 

2.  There  is  no  doubt  about  it  that  the  same  applies  to-da^  &i^<i  that  the  American 
valuation  is  the  only  safe  basis  of  assessing  the  dutv  on  all  imported  goods. 

3.  A  handful  of  importers,  mostly  foreigners  and  before  all  Germans,  with  their 
customary  arrogance  and  audacity,  who  are  trying  to  force  the  hands  of  American 
lep^lators,  to  impose  on  a  whole  nation  to  accept  foreign  valuation,  are  thus  adding 
"insult  to  injury."  If  such  a  treacherous  trick  should  succeed  but  in  the  smallest 
degree,  what  would  be  the  consequences? 

4.  That  this  country  will  have  to  follow  suit  and  do  the  same  as  England  and  France 
are  already  doing,  viz,  vote  some  twenty-five  to  thirty  million  dollars  per  week  to 
feed  the  army  of  ever  increasing  unemployed,  instead  of  giving  them  an  opportunity 
to  earn  legitimate  wages  for  work  performed.  Our  workers  do  not  want  charity,  but 
work. 

5.  Most  of  the  importers  have  their  hearts  and  sympathies  outside  this  country. 
There  is  no  reason  to  continue  their  camoufiaging  at  tnis  time,  as  the  war  is  over. 
Furthermore,  they  do  not  produce  anything,  they  do  not  employ  labor,  they  have 
no  manufacturing  plants  (not  in  this  country,  at  least),  they  have  nothing  invested 
in  machinery  and  equipment,  all  of  which  creates  work  for  the  whole  nation  and 
money  spent  here. 

6.  What  have  the  importers?  All  they  have  is  an  office  or  warehouse,  smaller  or 
bigger,  as  the  case  may  oe,  just  to  receive  the  finished  article  and  send  it  out  to  the 
retailer  with  a  big  profit.  Their  own  investment  starts  only  on  the  day  they  pay 
their  invoices. 

7.  The  real  reason  the  importer  has  in  trving  to  shape  the  tariff  to  his  liking  is  fear. 
In  case  the  American  manufacturer  should  obtain  full  protection,  his  existence  is 
menaced.  For  the  American  manufacturer  will  in  most  branches  produce  constantly 
better  and  cheaper,  and  thus  be  enabled  to  offer  his  products  direct  to  the  retail. 
The  importer  well  knows  that  this  would  be  the  inevitable  outcome.  It  is  exclu- 
sively tnis  fear  that  gives  him  the  audacity  to  attempt  to  interfere  and  influence  the 
framing  of  any  tariff  bill  conflicting  with  his  selfisn  interests. 

8.  Pretending  that  he  has  the  consumers'  interest  at  heart  is  ridiculous.  Besides,  is 
not  every  consumer  a  producer?    These  are  hot  two  distinct  classes  of  our  society. 

9.  Should  the  importers  be  permitted  to  flood  this  market  with  all  sorts  of  goods, 
and  put  one  American  manufacturer  after  the  other  out  of  existence?  Heaven  protect 
the  American  public.  For  the  price  from  the  wholesaler  to  the  retailer  and  from  the 
retailer  to  the  consumer  will  be  gradually  raised  to  a  similar  level  at  which  the  Amer- 
ican manufacturer  was  prepared  to  sell  at  the  outset,  but  in  which  case  the  cost  of  the 
commodity  would  have  been  spent  entirely  in  this  coimtry.  We  would  not  only  lose 
this  cost  but  in  most  cases  the  use  and  cost  of  the  raw  material.  For  the  foreign  manu- 
facturer will  not  come  here  to  get  his  raw  material  if  he  can  get  it  nearer  home  or  in 
countries  whose  currency  is  nearer  to  his  own,  in  comparison  with  the  hieh  dollar. 

10.  If  prices  soared  during  the  war  it  was  due  to  the  large  profits  which  the  whole- 
saler and  retailer  put  on.  They  had  the  lion's  share.  The  writer  saw  in  the  office  of 
a  New  York  importer  a  sign  hung  up  with  the  following  inscription:  *'May  God  give 
us  courage  to  ask  for  higher  prices  this  day." 

11.  Let  anybody  take  the  trouble  to  consult  Bradstreet  or  Duns  and  compare  the 
importere'  ratings  before  the  war  with  those  of  to-day  and  he  will  find  out  how  much 
money  they  mtuie  on  American  goods.  The  American  manufacturer  was  then  good 
enough  for  them. 

12.  Now,  talking  about  exports,  how  in  the  world  can  we  ever  hope  to  export  if  we 
can  not  hold  our  own  market?    It  is  imperative  to  assure  the  latter  first. 

13.  1  con^tulated  a  friend  of  mine  m  Canada,  engi^ged  in  a  similar  industry,  for 
the  prompt  introduction  by  the  Canadian  Government  in  assessing  the  German- mark 
for  auty  purposes  at  half  its  normal  value,  about  12  cents.  whereup|on  he  writes  to  me 
that  he  is  not  so  sure  about  its  advantage,  as  there  are  still  quantities  of  goods  comine 
in  through  Switzerland,  which  in  his  mind  are  undoubtealy  of  German  origin,  ana 
unless  they  find  a  way  to  stop  this  influx  the  12-cent  valuation  of  the  mark  would 
not  be  of  any  advantage  to  them. 

14.  Isn't  this  a  conclusive  evidence  that  the  American  valuation  is  the  only  way  to 
safeguard  us  from  a  most  resourceful  and  unscrupulous  competitor  whose  motto  is  and 
always  has  been  "The  end  justifies  the  means?" 
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15.  For  those  with  a  short  memory,  I  would  recall  over  again  what  was  printed  in 
all  German  newspapers  during  the  war  when  they  proclaimed  loudly/'  w.  at  they  have 
actually  practiced,  that  they  were  going  to  destroy  all  factories  in  Belgium  and 
France  and  strip  them  of  every  piece  of  machinery,  so  that  when  the  war  was  over 
while  their  factories  would  remain  in  perfect  condition,  it  would  take  Belgium  and 
France  15  years  and  more  before  they  could  rebuild  their  factpries.  Meanwhile  they 
would  conquer  all  the  trade  of  the  world  and  the  other  countries  would  never  be  able 
to  catch  them  up. 

16.  The  importers  are  making  themselves  accomplices  to  the  same  doctrine  and 
are  prepared  to  d^  out  the  same  treatment  to  this  coimtry.  As  I  said  before,  let  us 
tear  down  the  mask  of  tiiese  camouflages  and  ask  ourselves: 

17.  Are  we  to  become  the  satellites  of  Germany  and  the  imi)orter8,  mostly  their 
agents,  or  is  this  country  going  to  remain  independent  not  only  as  a  nation,  but  as  a 
producer  of  the  requirements  of  its  own  people?  The  importers  do  not  trust  the 
American  legislation  to  apply  American  valuation,  but  they  wish  us  to  trust  them 
and  foreign  countries  to  accept  their  valuation.  With  the  present  low  German  cur- 
rency (for  90  per  cent  hinges  on  German  imports — let  us  be  quite  plain  and  frank  about 
this)  tnat  country  would  enjoy  a  tremendous  preference  as  compared  with  other 
countries  with  a  less  depreciated  or  near  normal  currency,  and  it  would  be  most 
unjust  to  those  countries  if  any  other  mode  of  assessment  than  American  valuation 
would  be  appUed,  wlule  the  American  valuation  treats  ajl  countries  alike. 

18.  Conclusion.  We  have  sufficient  confidence  in  the  wisdom  of  the  present  legis- 
lators to  believe  that  they  are  fully  aware  of  these  doubtful  tactics  and  will  brush  them 
aside  with  the  contempt  they  deserve. 

STATEMBNT  OF  CHABLES  C.  OBMSBY,  BEPBESENTINO  MANTJ- 
FACTUBEB8  OF  SUJfeDED  COTTON  FABBIC  AND  GLOVES,  WATEB- 
FOBD,  N.  T. 

Senator  McCumber.  Do  you  speak  to  the  same  subject,  Mr. 
Ormsby  ? 

Mr.  Ormsbt.  Yes,  sir;  the  same  industry.  I  represent  the  Ormsby- 
Morris  Co.^  of  Waterford,  N.  Y.,  and  six  or  seven  other  companies 
which  are  mterested  in  the  manufacture  or  processing  of  sueded  cot- 
ton cloth  and  gloves. 

I  have  prepared  a  very  short  brief,  and  I  wish  to  speak  on  a  few 
points  in  it. 

Senator  Smoot.  Why  not  make  it  a  part  of  yoiu"  remarks  ? 

Mr.  Ormsby.  I  would  like  to  do  that,  sir,  if  you  please. 

These  goods  that  we  manufacture  were  not  made  in  this  country 
when  the  war  with  Germany  began.  We  were  unable,  prior  to  that 
date,  to  make  them  here.  About  1915  or  1916  we  got  going  in  a 
small  way.  Up  to  the  end  of  1918,  as  you  will  see  by  the  reports  of 
the  Tarin  Commission,  it  got  to  be  a  very  considerable  industry. 

I  am  not  at  this  time  addressing  myself  to  the  cmestion  of  the 
amoimt  of  duty  that  we  want  as  a  protective  tariff.  1  came  here  to 
speak  in  favor  of  the  scheme  of  American  valuation  on  imports. 

As  I  view  the  situation,  the  Government  of  the  United  States  needs 
revenue,  all  the  revenue  it  can  get  for  its  requirements,  both  from 
imports  and  from  our  home  manufactures,  and  from  every  other 
source  of  income  that  can  be  devised.  I  make  the  point  tnat  the 
existing  system  of  forei^  valuation  of  imports  is  a  failure. 

Of  tne  difficulties  which  surround  it  I  quote  from  a  textbook 
entitled  ''Bender's  Federal  Revenue  Law-^-Customs  Revenue,"  page 
346,  which  appears  to  me  to  show  the  imsatisf actory  SBsult  of  attempt- 
ingto  lay  a  duty  on  a  valuation  in  another  country. 

We  consider  that  the  results  of  the  present  tarin  in  money  to  the 
United  States  Government  have  been  far  below  the  estimates,  and 
the  reasons  for  these  inadequate  duty  collections  may  be  twofold — 
the  very  low  valuation,  due  to  the  cost  of  labor  in  foreign  countries, 
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or  evasion  of  duty.  The  low  cost  of  labor  in  some  countries,  com- 
pared with  our  own,  is  incredibly  low;  and  by  that  1  mean  that  men 
m  the  business  who  are  making  these  things  can  not  believe  how 
low  it  is. 

Our  industry  to-day  is  at  a  standstill;  and  the  reason  that  it  is  at 
a  standstill  is  because  of  German  competition.  Under  the  present 
law  the  value  is  determined  by  a  consular  representative,  in  case  of 
dispute,  who  inquires  in  the  foreign  countrj. 

1  would  like  to  ask  this — this  is  a  proposition  for  the  Finance  Com- 
mittee to  find  out  how  to  raise  the  revenue,  and  the  question  is. 
What  is  the  best  way  to  do  it?  Will  you  delegate  foreign  or  local 
American  officers  to  go  abroad  and  ascertain  a  duty  from  people  who 
are  against  furnishing  straight  information,  and  thereby  putting  it 
out  01  the  hands  of  the  United  States  Government  to  control  that 
situation,  or  will  you  take  the  American  value,  where  you  have  a 
control  by  legal  power  of  every  citizen  to  get  at  whatever  facts  the 
Government  wants  to  know  about  imports,  costs,  and  market  values  ( 

In  other  words,  it  looks  to  me  as  if  this  huge  machine  of  the  United 
States  Government  had  actually  sent  out  of  the  country  and  given 
to  the  citizens  of  other  countries  the  privilege  of  fixing  duties  on 
imports  into  this  country  instead  *of  going  right  into  our  own  market 
to  get  them  established. 

Tynah  to  bring  up  also  the  point  that  the  popular  understanding  of 
dutiable  value  is  the  American  price. 

Ours  is  a  representative  system  of  government,  and  the  views  and 
the  thought  of  the  American  people  should  be  considered.  American 
valuation  should  be  adopted,  because,  when  an  ad  valorem  rate  of 
duty  is  mentioned,  the  ordinary,  average  business  man  and  citizen 
involuntarily  supposes  that  the  value  used  means  the  price  with 
which  he  is  acquainted,  that  is,  the  price  in  the  American  market. 

The  law  should  be  so  stated  as  not  to  be  misleading  to  our  citizens, 
but  to  represent  public  opinion.  To  the  average  citizen  the  duty  of 
30  per  cent  ad  valorem  or  40  per  cent  ad  valorem  means  that  per- 
centage on  values  as  the  public  knows  them;  in  other  words,  the 
market  value  in  the  United  States. 

There  is  one  other  point  that  I  wish  to  bring  up,  and  that  is  the 
most-favored-nation  clause 

Senator  McCumber.  You  have  your  brief  printed,  and  I  do  not 
believe  there  is  any  use  in  wasting  time.  I  thmk  the  committee  has 
heard  that  and  they  are  settled  in  their  conviction  that  there  would 
be  nothing  against  the  favored-nation  clause.  It  seems  to  me  a 
waste  of  time.     It  is  in  your  brief  and  you  are  going  to  have  it  printed. 

Mr.  Ormsby.  As  to  the  legal  validity^  as  to  whether  that  is  a  legal 
objection,  perhaps  the  committee  is  right;  but  on  the  question  of 
whether  it  is  a  moral  objection,  whether  we  do  not  owe  it  m  honor  to 
the  people  with  whom  we  have  such  understandings,  to  put  them 
right  on  the  same  footing  as  Germany,  which  can  xmdersell  them  all, 
I  do  not  know  that  that  matter  has  been  discussed.  In  other  words, 
our  allies,  England  and  France,  come  into  our  market  along  with 
Germany,  absolutely  unable  to  meet  her  because  our  ad  valorem  duty 
on  the  low  labor  cost  German  goods  amoimts  to  but  a  small  fraction 
of  the  duty  imposed  on  identical  French  or  English  manufactures. 
Therefore,  I  believe  that  we,  in  honor,  at  any  rate,  whether  it  is  a 
legal  obligation  or  not,  should  allow  our  allies  to  get  in  here  just  as 
cheaply  with  their  goods  as  Germany  does. 
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I  have  14  or  15  of  these  briefs  for  the  members  of  the  committee. 
Senator  McCumber.  We  will  have  the  brief  printed  as  a  part  of 
jour  testimony,  if  you  wish. 

Mr.  Ormsby.  Very  well,  sir.     Shall  I  leave  any  copies  ? 

Senator  McCumber.  If  you  please. 

Mr.  Ormsby.  That  is  all  I  desire  to  say. 

Senator  McCumber.  We  are  much  obliged,  Mr.  Ormsby. 

Is  Mr.  Thomas  White  present? 

Mr.  Ormsby.  Mr.  White  is  not  here. 

BRIBF  OF  OHABUIS  O.  0BM8BY,  SEPRESBNTINO  MAVUVAOTTrBSRS  07  SUtoSD 

COTTOK  FABRIC  AND  OLOVBS. 

Need  for  revenue. — ^The  requirements  of  the  Government  for  revenue  at  present 
and  for  many  years  to  come  are  so  vast  that  every  possible  source  of  income  must 
be  resorted  to,  not  only  from  im)X)rts  but  all  other  available  means. 

Existing  syntem  of  foreign  valuation  of  imports  a  failure. — Under  present  system  the 
returns  from  duties  on  imports  are  an  empty  shell  as  a  revenue  producer,  not  one- 
fourth  of  the  estimated  duty  under  the  Underwood  tariff  being  collected. 

Of  the  difficulties  of  enforcing  the  existing  customs  laws  we  quote  from  the  text- 
book entitled,  "Bender's  Federal  Revenue  Law,  Customs  Revenue,''  page  346, 
which  says: 

''The  customs  service  is  elaborate,  and  its  proceedings  are  technical.  In  early 
days  things  and  men  were  taken  somewhat  at  face  value,  out,  with  the  development 
of  modem  commercial  complexities  and  inequalities,  it  has  been  necessary  to  devise 
and  enforce  the  strictest  possible  supervision.  An  extensive  use  is  made  of  oaths, 
but  practically  nobody  is  believed.  Invoices,  manifests,  valuations,  book  entries, 
correspondence  and  statements  are  all  subjected  to  a  rigid  checking  which  begins 
abroaa.  Meticulous  regulations  and  far  reaching  detectivism  prevail.  Importers 
themselves,  incited  by  competition,  have  helped  to  elaborate  the  scheme.  Nor  is 
it  possible  to  administer  an  extended,  complex  customs  law  by  any  other  means. 

A  detailed  invoice  must  be  prepared  at  the  place  of  exportation,  and  have  in- 
dorsed upon  it  a  declaration  sworn  before  an  American  consular  officer  covering 
much  detail  as  to  origin,  market  value  or  cost,  etc.  Except  as  to  $100  of  personal 
luggage,  no  entry  can  be  made  of  any  importation  without  the  production  of  a  certified 
invoice  (or  other  sworn  papers  in  special  instances  where  the  collector  may  conduct 
a  searching  examination). 

''A  consular  certificate  does  not  establish  the  truth  of  a  value  given.  UiK>n  entry 
by  invoice  a  sworn  declaration  must  be  filed  by  the  importer  in  a  form  officially  pre- 
scribed (now  by  regulation,  not  by  statute).  Fraud  or  falsity  involves  a  penalty 
for  each  offense  up  to  $5,000  or  two  years  in  prison,  or  both,  besides  forfeiture  of  the 
goods  or  their  value." 

The  reason  for  inadequate  duty  collections  may  be  twofold— either  low  valuation 
due  to  low  cost  of  labor  m  foreign  countries  or  evasion  of  duty,  "{he  low  cost  of  labor 
in  some  countries  compared  wit]»our  own  is  incredibly  low — ^in  Germany  less  than 
one-fourth  of  the  American  wages  and  in  Japan  much  less  than  in  Germany.  The 
amount  of  loss  of  duty  under  estimates  is  probably  due  to  imposition  on  customs 
officers  and  evasions. 

The  American  manufacturer  can  not  pay  taxes  if  he  loses  his  business.  Goods  are 
bought  in  the  cheapest  markets,  other  conditions  being  equal.  Therefore,  if  Ger- 
many offers  articles  competitive  with  American  manufacturers  at  lowest  price, 
Germany  gets  the  business  and  the  American  manufacturer  loses  the  business.  The 
United  States  Government,  State,  county,  town  and  citv  governments  all  tax  the 
American  producer,  but  if  the  American  manufacturer  loses  his  business  there  is 
nothing  to  produce  a  tax,  except  the  exceedingly  small  customs  duties  now  existent. 
Low  valtiation. — ^Under  the  present  law  the  value  is  determined  by  a  consular 
representative  in  case  of  dispute,  who  inquires  in  the  foreign  country,  and  as  it  is 
to  the  interest  of  the  foreign  exporter  and  the  American  importer  to  get  the  duties 
fixed  at  the  lowest  possible  amount  of  duty,  the  customs  officer  is  practically  obliged 
to  accept  the  prima  facie  figures  produced. 

American  valuation. — If,  instead  of  this  ancient  method  of  ascertaining  value,  we 
take  as  the  standud  value  of  commodities  the  value  in  the  American  market,  then 
a  basis  is  established  which  can  be  easily  arrived  at  and  over  which  the  Government 
has  complete  control. 

Popular  understanding  of  dutiahle  value  is  the  American  price. — American  valuation 
should  be  adopted  bocauso  whon  an  ad  valorem  rate  of  diity  is  mentioned  the  ordinary 
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and  average  biisinees  man  and  citizen  involuntarily  supposes  the  value  used  means 
the  price  tjbat  hd  is  acauainted  with;  that  is,  the  price  in  the  American  market.  The 
law  should  be  so  stated  as  not  to  be  misleading  to  our  citizens,  but  to  represent  public 
opinion.  To  the  average  citizen  a  duty  of  30  per  cent  ad  valorem  or  40  per  cent  ad 
valorem  means  that  percentage  on  values  as  the  public  know  them ,  in  other  words, 
on  the  market  value  in  the  United  States. 

Mosl'/avored-naiion  clause, — In  times  of  peace  the  nations  of  the  world  are  bound 
together  with  treaties;  such  treaties  between  self-respecting  nations  generally  contain 
the  most-f  avoredrnation  clause .  Now  imder  th e  present  system  of  duty  on  a  like  article 
that  might  be  produced  in  any  country  if  such  article  comes  in  from  Germany  it  would 
be  taxed  say  |l  per  unit.  If  it  came  from  France  the  duty  might  be  $2.  If  from 
Great  Britain  it  might  be  $3.  In  other  words,  the  article  would  not  come  into  the 
United  States  on  the  same  amount  of  duty  from  any  two  countries.  Would  not  the 
country  that  had  to  pay  more  than  another  to  land  its  goods  here  have  a  grievance? 
Would  not  this  contravene  the  most-favored-nation  clause  in  our  treaty  compacts? 

Why  continue  a  tariff  law  that  practically  vests  in  foreigners  the  appraiBai  of  duties 
over  which  the  United  States  has  no  practical  control? 

The  question  is  whether  an  antiquated  and  inadequate  system  of  ascertaining 
duties  bound  and  sewed  up  with  years  of  unbending  precedent  shall  be  continued  or 
a  new  elastic  and  workable  system  be  substituted  in  its  stead,  which  will  be  effective 
in  collecting  the  duties  intended  by  Consress  to  be  secured. 

The  rate  of  duty  is  determined  by  Congress  according  to  Government  needs  or 
policy;  the  question  here  is  how  to  make  its  collection  certain. 

The  objections  raised  by  importers  are  simply  a  polite  way  of  saying  that  the  objec- 
tors do  not  want  to  pay  the  amount  which  Congress  decides  they  shall  pay. 

The  adoption  of  American  valuation  will  go  a  long  wav  toward  removing  the  tariff 
question  from  politics  because  American  manufacturers  have  no  confidence  whatever 
in  the  present  system  of  valuation  and  from  sad  experience  know  too  well  the  disas- 
trous enects  on  their  industries.  We,  therefore,  urge  the  adoption  of  American  valua- 
tion, as  recommended  by  the  Ways  and  Means  Committee. 

This  petition  or  brief  is  submitted  by  Charles  C.  Ormsby,  of  Waterford,  N.  Y.,  on 
behalf  of  the  following  manu^turers  of  sueded  cotton  fabrics  knit  on  warp  knitting 
machines  and  gloves  made  therefrom,  a  new  industry  established  during  the  war  and 
to-day  arrested  and  standing  still  through  influx  of  German  competitive  imports. 

Ormsby-Morris  Co.,  Waterford,  N.  Y.;  O-M  Glove  Corporation,  Waterford, 
N.  Y.:  New  Fabric  Cloth  Mills  (Inc.).  Oswego,  N.  Y.;  MerrUl  Silk 
Co.,  Hornell,  N.  Y.;  Fulton  County  Silk  Mills,  Gloversville,  N.  Y.; 
Fonda  Silk  Fabric  Co.^  Fonda,  N.  Y.;  Backner  Bros.  Co.,  Gloversville, 
N.  Y.;  Grewen  Fabric  Co.  (Inc.),  Johnstown,  N.  Y.;  Kingsley  & 
Mansfield,  Northville,  N.  Y. 

Senator  McCumber.  Mr.  Ernest  Jones  is  the  next  speaker. 

STATEMENT    OF   ERNEST    JONES,    IIANUFACTUBER    OF    SUiDBD 

COTTON  CLOTH,  OLOVEBSVILLB,  N.  Y. 

Mr.  Jones.  Mr.  Chairman  and  gentlemSh  of  the  committee,  I  make 
the  sueded  cotton  cloth  that  goes  into  the  manufacture  of  these 
gloves.  Before  the  war  we  imported  cloth,  as  we  could  not  make 
it  in  competition  with  Germany  with  30  per  cent  duty  at  that  time. 
While  the  war  was  on  we  made  it  successfully,  first  using  English 
yam,  the  same  as  the  Germans  used,  and  later  we  used  American- 
made  yam  entirely.  We  sold  the  cloth  to  numerous  fabric-glove 
manufacturers,  including  many  of  those  who  are  now  importing 
again. 

While  the  war  was  on  these  same  importers  who  are 
against  American  valuation  used  our  goods.  They  complim< 
us  on  the  quality  of  product  and  progress  we  made  and  encouraged 
us  to  go  ahiad  and  erect  new  plants  and  put  in  more  machineryl^d 
increase  production.  Now  the  German-made  goods  are  coming  in  in 
floods,  and  we  have  absolutely  no  demand.  The  two  mills  that  we 
ran  almost  exclusively  on  the  cotton  and  sudded  Atlas  cotton  cloth 
are  shut  down  entirely.     We  hung  on,  hoping  for  an  adequate  tariff 
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to  protect  this  industry^  but  now  all  our  machinery  for  making  these 
gloves  is  closed  down.  We  will  start  the  machines  up  again  if  we  can 
get  American  valuation. 

I  have  just  returned  from  England,  where  I  saw  the  secretary  of 
the  British  Fabric  Glove  Manufacturers'  Association.  He  has  no 
business.  The  British  fabric-glove  manufacturers  are  shut  down 
entirely  on  accoimt  of  the  cheap  German  competition  owing  to  the 
low  rate  of  exchange  and  cheaper  German  labor.  I  saw  in  numerous 
dry-goods  stores  in  Great  Britain  Grerman-made  fabric  gloves  offered 
at  half  the  price  of  the  native-made  goods  and  no  stamp  showing 
the  country  of  origin. 

Nearly  all  our  machinery  is  American  made,  all  the  raw  materials 
are  American  grown  and  spun,  and  our  help  is  American.  Many 
of  them  fought  the  Germans  during  the  war  m  Europe.  Thev  only 
imderstand  American,  so  give  us  American  valuation  and  help  our 
American  people  and  let  the  little  ''Fritzes"  and  the  ''Big  Bertnas," 
for  whom  the  importers  are  pleading,  look  after  themselves. 

I  thank  you,  su*. 

STATEMENT  OF  THOMAS  H.  HALL,  EEPBESENTINa  THE  FABRIC 
GLOVE  MANUFACTTJBEBS'  ASSOCIATION,  JERSEY  CITY,  N.  J. 

Mr.  Hall.  My  name  is  Tlioinas  H.  Hall.  I  represent  the  Fabric 
Glove  Manufactm^ers'  Association,  and  I  am  also  president  of  H.  S. 
Hall  &  Co.  and  vice  president  of  W.  B.  Chant  &  Son  (Inc.),  of  Port 
Jervis,  N.  Y.  I  appear  before  you  in  behalf  of  the  Fabric  Glove 
Manufacturers'  Association  to  urge  you  to  adopt  the  American 
valuation  plan  in  the  tariff  bill. 

W.e  started  this  business,  as  the  other  gentleman  said,  during  the 
war  as  an  absolutely  new  industry,  ana  we  reached  a  maximum 
production  of  about  1,300,000  dozen  in  1918,  as  shown  in  the  second 
annual  report  of  the  Tariff  Commission. 

The  business  had  been  considerably  developed  up  to  that  point. 
Since  that  time  we  have  beon  tapering  off,  so  that  at  the  present 
time  we  have  nearly  reached  the  vanishing  point,  with  very  little 
being  done. 

There  are  a  few  factories,  believing  that  this  tariff  matter  would  be 
settled  before  this,  that  have  put  quite  a  little  money,  which  they  are 
pretty  sure  to  make  a  loss  on,  into  stock  for  the  fall  trade.  They  are 
workmg  on  the  balance  of  their  cloth,  cutting  it  up  and  doing  their 
best  to  keep  at  least  a  skeleton  organization  togetner  pending  your 
settlement  of  this  tariff  matter. 

In  looking  over  the  matter  of  labor  conditions  it  seems  to  us  that 
nothing  but  the  American  valuation  plan  can  possibly  help  us  through. 
We  do  not  want  to  be  unreasonable  in  asking  for  rates,  and  I  do  not 
propose  to  mention  rates  here;  but  the  American  valuation  plan,  in 
considering  German  labor,  seems  at  once  essential. 

One  of  our  members  was  in  Europe  about  April,  1914,  if  I  am  not 
mistake9,  and  he  brought  this  information  wnich  may  be  of  some 
value  to  you — that  of  the  female  workers  in  our  industry,  in  Germany, 
in  March,  1914,  the  average  wage  was  about  15  marks  at  the  normal 
rate  of  exchange,  which  would  amount  to  $3.57  per  week.  The  male 
workers  averaged  35  marks.  At  the  normal  rate  of  exchange  that 
would  be  $8.33  per  week. 
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When  he  was  there  earlv  this  vear  he  found  that  the  female  workers 
had  gone  up  to  150  marks,  which,  at  the  present  exchange  of  about 
1.25,  would  amount  to  $1.88.  The  male  workers  have  gone  up  to 
300  to  350  marks.  My  information  is,  I  might  say,  that  it  is  a  little 
lower  than  that ;  but  say  350  marks.     At  1 .25  it  would  be  $4.38. 

So  we  find  that  the  actual  labor  costs  in  Germany  at  the  present 
time  appear  to  be  a  little  more  than  one-half  of  what  they  were  in 
1914. 

Our  labor  costs,  on  the  other  hand,  have  doubled  since  that  time. 
We  are  paying  our  people  a  different  rate  of  wages  according  to  pro- 
ficiency; but  the  women  are  getting,  I  believe,  on  an  average,  $22 
per  week  for  a  48-hour  week,  and  the  men  are  receiving  $35  to  $40 
a  week.  That  shows  that  we  are  paying  ten  times  the  amount  for 
our  labor  that  Germany  is  paying  for  hers.  You  should  also  take 
into  account  that  every  material  that  we  use  to-day  is  a  product  of 
American  labor — American  cotton,  American  clasp^,  American 
thread — ^we  majr  use  a  little  bit  of  silk  in  the  trimming,  but  outside 
of  that  everything  is  American,  and  it  all  really  represents  American 
labor. 

So  that  we  are  tremendously  handicapped  by  the  difference  in  labor 
in  Germany.  It  does  seem  to  me  that  Gfermany  is  really  capitalizing 
her  condition,  her  low  rate  of  exchange. 

I  read  in  the  Herald  on  July  9  an  article  referring  to  Hugo  Stinnes,  in 
which  it  was  stated  that  big  combinations  were  being  formed  over  there 
altogether  for  the  purpose  of  acquiring  our  trade  and  building  a  fleet. 
It  does  seem  to  me  that  we  are  running  a  risk  if  we  do  not  put  some 
kind  of  a  barrier  up  against  this  depreciated  rate  of  exchange.  We 
are  running  the  risK  oi  having  all  our  markets,  not  only  our  foreign 
markets,  but  our  home  marKets,  taken  away  from  us  to  a  great 
extent.  I  really  believe,  myself,  and  I  am  sure  you  gentlemen  on 
this  committee  will  agree  with  me,  that  we  have  got  to  consider  the 
Americans  and  not  the  Germans  in  this  matter. 

And  then  another  matter.  If  we  want  revenue  we  can  get  more 
revenue  for  this  country  out  of  the  American  valuation  clause  than 
we  possibly  can  get  out  of  the  present  method,  and  it  will  make  them 
allpay  the  sajne.    That  has  been  pointed  out  many  times. 

There  is  just  one  other  point,  and  that  is  this:  There  is  no  ques- 
tion in  my  mind  but  that  we  can  show  comparable  and  competitive 
American  products  to  the  appraisers  by  means  of  which  they  will  be 
able  to  put  a  proper  American  valuation  upon  our  class  of  mer- 
chandise. I  can  not  speak  for  other  classes  of  merchandise,  but  I 
do  feel  that  with  regard  to  ours.  I  do  not  think  the  appraiser  will 
have  any  difficulty  in  doing  it.  We  are  willing  to  cooperate  to  that 
end. 

I  thank  you  very  much,  and  am  sorry  to  have  taken  your  time. 

STATEMENT  OF  CHARLES   S.  HOLLANDER,  VICE   PRESIDENT  OF 

ROHM  &  HAAS  CO.,  BRISTOL,  PA. 

V 

Mr.  Hollander.  Mr.  Chairman  and  gentlemen,  my  name  is 
Charles  S.  Hollander.  I  am  vice  president  and  chemical  director 
of  Rohm  &  Haas  Co.,  in  Bristol,  Pa.  I  am  appearing  instead  of  Mr. 
Otto  Haas,  who  was  scheduled  for  to-day,  because  he  is  necessarily 
absent  on  account  of  other  appointments. 
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Senator  Watson.  Just  what  do  you  make  ? 

Mr.  Hollander.  We  make  chemicals  for  the  textile  aud  leather 
tTiide.  We  are  manufacturers  of  hydrosulphites  and  sulphoxylates, 
potassium-antimony  tartrate,  synthetic  tannins,  etc. 

These  have  all  been  considered  in  the  proposed  bill  and  these 
schedules  have  been  based  on  their  American  valuation.  If  the 
American  valuation  is  withdrawn  from  this  schedule  of  rates  we  will 
have  no  protection  whatever.  As  it  is,  the  protection  granted  is  very 
scant  indeed,  but  we  hope,  in  some  instances  at  least,  to  make  good 
and  stay  in  the  market,  while  in  other  instances  we  are  afraid  that  we, 
will  permanently  have  to  stay  out. 

Senator  Watson.  Where  is  your  principal  competition — ^in  Ger- 
many? 

Mr.  Hollander.  Yes,  sir;  Germany  and  in  some  respects  England. 

Senator.  Watson.  Are  they  coming  in  now  from  Germany? 

Mr.  Hollander.  Yes,  sir;  in  very  great  amount.  Since  last  De- 
cember enough  sodium  hydrosnlphite  has  been  imported  from  Ger- 
many to  supply  the  American  market  for  almost  three-quarters  of  a 
year  at  the  rate  it  was  used  in  1913.  Those  importations  are  steadilx 
going  on. 

Senator  Watson.  If  American  valuation  is  retained  in  this  bill  are 
you  satisfied  with  the  rate  ? 

Mr.  Hollander.  If  the  American  valuation  is  retained  we  would 
be  fairly  well  protected. 

Senator  Watson.  And  if  the  American  valuation  is  not  retaineo, 
what  rate  would  you  have  to  have  to  protect  you  ? 

Mr.  Hollander.  We  would  have  to  ask  for  about  15  cents  specific 
and  50  per  cent  ad  valorem  for  the  hydrosulphites  and  siilphoxylates, 
because  we  have  to  guard  against  German  importation,  which  is  the 
most  menacing  for  us.  The  English  importation  does  not  come  int() 
consideration  just  now,  because  they  can  not  produce  nenrh'  as 
cheaply  as  the  Germans  can. 

Just  one  word  as  to  the  feasibility,  as  we  see  it,  of  the  American 
valuation  plan. 

In  regard  to  chemicals  there  is  absolutelv  no  difficulty  whatever 
in  showing  comparable  and  competitive  goods.  One  chemical  can  be 
analyzed  and  stated  in  percentages  of  purity  just  as  well  as  any 
other,  and  there  is  absolutely  no  trouble  in  malung  a  comparison  of 
competitive  goods.  There  is  absolutely  no  difficulty,  either,  in 
ascertaining  the  American  value,  because  we  have  never  haVl  anj 
trouble  in  finding  out  prices  that  we  wanted  to  know,  and  there  is 
no  reason  why  the  appraisers  could  not  have  the  same  facility  as  we 
as  a  private  firm  have. 

Senator  Watson.  Did  you  make  any  of  these  chemicals  before  the 
war? 

Mr.  Hollander.  We  made  artificial  bates  and  other  preparations 
for  the  tanning  industry  before  the  war,  but  since  the  war  we  have 
started  the  manufacture  of  titanium  potassium  oxalate,  tartar 
emetic,  hydrosulphites,  sulphoxylates,  and  synthetic  tannins. 

Senator  Watson.  Under  the  prohibition  afforded  by  the  war? 

Ifr.  Hollander.  Yes,  sir;  and  as  I  pointed  out  before,  they  are 
very,  very  important  to  the  welfare  of  tne  American  manufacturer  of 
textiles  and  medicinals.  However,  I  shall  not  mention  that  now. 
I  want  to  point  out  that  it  is  very  easy  to  find  the  value  of  our  goods. 
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or  other  chemicals;  for  that  matter,  in  the  American  market,  and 
there  is  no  doubt  that  these  quotations  could  be  had  at  the  port  of 
entry  or  the  chief  place  of  use.  You  can  check  up  all  these  data, 
either  by  getting  the  information  directly  from  the  manufacturer,  or 
from  the  consumers.  I  think  in  that  way  I  can  show  that  as  far 
as  the  chemical  schedule  is  concerned  all  the  way  through  it  would 
be  a  very  easy  matter  to  ascertain  the  value  of  comparable  and 
competitive  goods  in  this  country. 

That  is  why  we  would  ask  you  respectfully  to  base  all  oiu*  future 
tariff  laws  on  American  valuation. 

STATEMENT  OF  W.  W.  NICHOLS,  BEPRESENTINQTHE  ELECTRICAL 
MANUFACTTJBEItS'  COUNCIL,  NEW  YORK,  N.  Y. 

Senator  Watson.  Give  your  name  and  what  you  manufacture. 

Mr.  Nichols.  W.  W.  Nichols.  I  am  a  member  of  the  tariflF  com- 
mittee of  the  Electrical  Manufacturers'  Council  and  an  officer  of  the 
Allis-Chalmers  Manufacturing  Co.  I  am  here,  however,  in  another 
capacity.  What  I  shall  say,  1  hope,  will  shed  a  side  light  to  strengthen 
the  perspective.  I  want  to  deal  with  the  question  of  American  valua- 
tion versus  foreign  valuation  in  the  abstract,  perhaps  giving  a  point 
of  view  that  has  not  been  presented  before. 

Five  years  ago,  in  1916,  I  headed  an  American  industrial  commis- 
sion that  travded  through  France  at  the  invitation  of  the  French 
Government,  extended  to  the  American  Manufacturers'  Export  Asso- 
ciation. We  were  in  the  hands  of  the  French  chambers  of  commerce, 
who  have,  as  you  gentlemen  perhaps  know,  an  official  standing  in 
France  that  chambers  of  commerce  in  this  country  have  not.  The 
limited  membership  is  composed  of  the  leading  industrials  of  their 
several  districts  who  are  elected  to  such  membership. 

We  had  business  conferences  with  a  large  number  of  the  principal 
chambers  throughout  France. .  I  believe  that  by  that  means  we  were 
able  to  collect  a  fund  of  valuable  information  in  a  comparatively 
short  time  in  a  very  unusual  way. 

I  shall  content  myself  with  reading  a  few  extracts  from  our  report 
and  leave  the  rest  to  your  imagination.  I  shall  file  this  copy  after 
I  have  read  it,  if  I  may. 

These  are  quotations  abstracted  from  this  report: 

The  commiBsion  anticipated  that  it  would  be  called  upon  to  discuss  this  much 
mooted  (question  at  Ivimogea,  and  biade  its  preparations  accordingly.  Reference  is 
made  to  it  here  only  because  there  have  arisen  difficulties  through  our  tariff  adminis- 
tration, which  in  their  continuance  can  only  act  as  deterrents  to  the  extension  of 
our  trade  (p.  20). 

An  international  device  (tariff)  which  should  be  certain  and  uniform  in  its  action 
is  so  disturbed  by  fluctuations  of  both  rates  of  exchange  and  prices  as  to  make  proper 
application  impossible  and  to  appear  to  impugn  the  honesty  of  innocent  parties. 
For  the  sake  of  the  world  trade,  which  is  destined  to  become  of  ^wing  importance 
in  the  commerce  of  the  United  States,  most  serious  and  early  attention  should  be  given 
this  phase  of  our  tariff  law  (p.  21). 

(From  chapter  3,  on  "Trade  and  tariff":) 

Another  very  important  matter  affecting  our  trade  with  France  is  the  tariff  ques- 
tion. Past  tariff  difficulties  between  France  and  the  United  States  led  to  a  contin- 
uous reference  to  the  subject  on  the  part  of  our  French  friends  *  *  *  All  France 
is  informed  regarding  the  notorious  liimoges  china  case.  Tlus  unpleasant  incident 
has  left  a  profound  resentment  in  French  manufacturing  circles,  and  was  frequently 
used  as  an  illustration  of  what  was  found  most  objectionable  in  our  customs  adminis- 
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t ration  methods.  The  difliculty  of  establishing  the  dutiable  market  value  and  the 
unwillingness  of  our  Treasury  D'ejMirtment  to  accept  their  invoice  value  as  correct  are 
annoyances;  but  above  all  tJ^e  insistence  of  our  special  Treasury  agents  upon  the  right 
to  inspect  pri\'ate  books,  the  labor  costs,  the  costs  of  raw  matenals,  etc.,  is  particu- 
larly resented.  They  feel  this  last  to  be  an  unwarranted  intrusion  upon  the  private 
affairs  of  the  citizens  of  a  friendl;ir  nation,  and  they  can  not  be  convinced  that  infor- 
mation of  this  kind,  if  given,  will  not  be  diverted  to  improper  use  and  reach  their 
competitoDB  in  the  United  States. 

I  think,  gentlemen,  I  can  leave  this  with  you  at  this  point.     I 
thank  you. 
•  Senator  McCumber.  We  are  very  much  obliged  to  you. 

The  committee  stands  adjourned  until  to-morrow  at  10.30 
o'clock  a.  m. 

(Whereupon,  at  5.06  p.  m.,  the  committee  adjourned  until  to-mor- 
row, Wednesday,  August  3,  1921,  at  10.30  o'clock  a.  m.) 

Wednesday,  August  3,  1921. 

The  committee  met,  pursuant  to  adjournment,  in  room  312, 
Senate  Office  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boies  Penrose 
presiding. 

Present:  Senators  Penrose  (chairman),  McCumber,  Smoot,  La 
FoUette,  Curtis,  McLean,  Reed,  Calder,  Walsh,  and  Simmons. 

The  Chairman.  The  conmiittee  will  come  to  order. 

The  committee  was  supposed  this  morning  to  begin  with  the  hear- 
ings on  the  dye  question,  but  as  a  gentleman  was  left  unheard  yester- 
day on  the  American  valuation,  through  the  courtesy  of  Senator  Mc- 
Cumber, who  was  then  presiding,  he  was  promised  that  he  would  be 
heard  to-day. 

I  will  therefore  call  on  Mr.  Riotte  to  submit  the  rest  of  liis  views 
to  the  committee,  with  the  sincere  hope  that  he  will  make  them  as 
brief  as  possible,  as  we  must  abbreviate  these  hearings,  not  only  now, 
but  permanently  hereafter.  The  committee  will  then  proceed  to 
hearing  those  gentlemen  who  are  interested  in  the  dye  question. 

STATEMENT  OF  C.  T.  BIOTTE,  BEPBESENTINO  THE  VEILING  ASSO- 
CIATION OF  NEW  YOBK. 

Mr.  RiOTTE.  Mr.  Chairman  and  gentlemen  of  the  committee,  I  am 
representing  the  Veiling  Association  of  New  York.  Personally  I  am 
a  Du^er,  and  I  bu^  abroad  and  in  the  United  States.  I  want  to 
explain  that  in  buying  veilings  abroad  we  buy  not  from  stock  for  im- 
mediate delivery,  but  goods  to  be  manufactured  and  to  be  delivered 
anywhere  from  one  to  six  months  from  the  date  the  order  is  placed. 

Senator  Smoot.  You  do  that  same  thing  with  the  American  manu- 
facturer, do  you  not  ? 

Mr.  RiOTTE.  No,  sir. 

Senator  Smoot.  You  are  about  the  only  one,  then,  who  does  not. 

'Mr.  RiOTTE.  Of  course,  it  is  perfectly  obvious  that  no  one  can  buy 
merchandise  safely  unless  he  Knows  what  it  is  going  to  cost  him. 

Under  the  American  valuation  plan  that  has  been  suggested  it  is 
going  to  be  impossible,  it  seems  to  me,  for  the  importer  to  tell  what  the 
merchandise  is  going  to  cost  him.  Under  the  present  law  market 
value  has  been  held  to  be  the  price  at  which  a  commodity  is  freely 
offered  for  sale  in  the  usual  course  of  trade  and  usual  wholesale 
quantities  on  the  date  of  exportation.     But  the  Board  of  General 
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Appraisers  has  held  that  in  order  to  make  the  price  effective  as 
market  vahie  it  is  necessary  for  a  delivery  to  have  been  made,  and  an 
importer,  therefore,  has  every  reason  to  believe  that  the  market 
price  at  the  time  of  his  purchase  %vill  become  the  market  value. 

His  act  of  liaving  purchased  is  the  first  step  in  establishing  the 
market  value.  However,  under  the  American  valuation  plan  the 
importer  can  not  even  approximate  his  costs,  for  the  reason  that  he 
will  not  know  whether  or  not  a  comparable  article  or  product 
of  the  United  States  will  have  been  made  by  the  time  the  shipment 
of  goods  he  has  purchased  has  been  made. 

Senator  McLean.  What  proportion  do  you  import? 

Mr.  RioTTE.  Seventy-five  per  cent,  I  would  say  offhand.  I  am 
talking,  not  alone  for  myself,  but  for  approximately  24  other  veiling 
importers  in  New  York  City. 

under  the  American  valuation  plan,  when  the  importer  places  his 
order  on  the  other  side,  he  does  not  get  the  delivery  for  from  one  to 
six  months  afterwards,  and  the  amount  of  duty  that  he  will  have  to 
pay  on  those  purchases  will  largely  depend  upon  sales  or  upon  pur- 
chases made  at  some  time  hence,  with  all  the  .uncertainty  that  the 
future  implies.  There  is  nothing  that  the  iinporter  can  do  at  the 
time  he  places  his  order  abroad  to  have  any  iimuence  on  the  amount 
of  duty  ne  will  be  called  unon  to  pay  when  the  goods  which  he  has 
ordered  enter  the  United  States.  It,  on  the  other  hand,  the  goods 
are  not  comparable  or  competitive  with  products  made  in  the  United 
States,  he  will  have  to  pay  a  duty  based  on  the  selling  price  at  the 
rate  of  45  per  cent  under  paragraph  1430  of  the  Fordney  oill. 

This  rate  can  not  be  compared  with  the  rate  in  the  Underwood 
tariff  and  the  Payne-Aldrich  tariff,  in  both  of  which  tariffs  veilings 
were  provided  for  at  60  per  cent,  unless  we  go  to  a  table. 

As  the  importer's  profits  increase,  the  rate  of  duty  he  is  called  upon 
to  pay  the  Government  also  increases,  so  that  when  the  importer's 
gross  profit  is  5  per  cent  on  a  basis  of  45  per  cent  on  the  American 
plan,  the  percentage  of  duty  on  his  foreign  cost  will  amount  to  94.5 
per  cent;  when  his  profit  is  10  per  cent,  he  will  be  called  upon  to 
pay  105  per  cent;  when  it  is  15  per  cent  gross  profit,  he  will  have  to 
pay  118 J  per  cent;  when  the  importer's  g^oss  profit  is  20  per  cent,  it 
means  that  the  percentage  of  duty  on  foreign  cost  is  135  per  cent;  25 
per  cent  gross  profit  means  157.5  per  cent;  and  30  per  cent  gross 
profit  means  189  per  cent  on  the  foreign  cost.  I  would  like  to 
submit  this  table  so  that  it  may  be  put  in  the  record. 

The  Chairman.  Very  well.     Is  that  all  ? 

Mr.  RiOTTE.  No;  I  have  another  point  that  I  would  like  to  make. 
I  have  a  calculation  appended  to  that  table  which  shows  that  where 
an  article  bears  a  foreign  cost  of  $1,  figuring  the  expense  of  transpor- 
tation at  5  per  cent  and  a  duty  of  45  per  cent  on  the  selling  price, 
amounting  to  $1.89,  and  adding  a  gross  profit  of  30  per  cent,  you  get 
an  American  selling  price  of  $4.20. 

If  you  will  look  at  that  table,  you  will  see  that  the  duty,  as  I  say, 
was  189  per  cent  of  the  foreign  cost,  and  on  that  $1.89  for  duty  it  is 
not  possible  for  the  importer  to  make  any  profit.  You  must  get  an 
equivalent  based  upon  a  very  high  percentage  of  profit  on  his  foreign 
cost,  so  that  on  this  particular  article  he  must  make  126  per  cent  on 
his  cost  in  order  to  equal  30  per  cent  gross  profit. 
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Most  of  the  members  of  the  Veiling  Association  are  jobbers.  They 
sell  to  the  retailers  throughout  the  United  States,  so  that  the  selling 
expense  and  the  overhead  expense  amount  to  at  least  20  per  cent 
gross.  It  is,  therefore,  impossible  for  them  to  figure  on  less  than  30 
per  cent  gross  profit.  But  what  is  more  important,  so  far  as  this 
question  is  concerned  is  that  it  means  that  this  particular  article 
which  costs  $1  abroad  and  it  can  be  sold  under  the  present  rate  of 
duty  at  $2.35,  would  have  to  be  sold  at  $4.20  in  order  to  make  the 
same  profit.  The  bad  feature  is  that  it  can  not  be  sold  at  that  price, 
and  so  it  would  be  excluded  from  importation. 

Senator  McCumbek.  Suppose  that  the  American  article  was  $4.20 
for  the  equivalent  article.  Then  could  it  not  be  sold  up  very  close  to 
the  American  price  ?    Would  there  be  still  left  plenty  of  leeway  ? 

Mr.  RiOTTE.  I  will  answer  that  question  in  this  way,  Senator  Mc- 
Cumber,  that  any  article  which  would  sell  for  $2.35  would  have  to  be 
an  imported  article,  because  a  great  part  of  the  value  hes  in  the  hand- 
work which  has  to  be  put  upon  it,  and  while  we  make  veilings  in  this 
country  at  this  time,  we  do  not  attempt  to  make  anything  at  such 
prices.     It  would,  therefore,  have  to  be  an  imported  article. 

Senator  McLean.  When  you  use  the  figure  $2.35,  what  is  your 
unit? 

Mr.  RiOTTE.  A  yard. 

The  veiling  importer  is  then  in  the  position  that  he  must  either  buy 
goods  appraised  on  the  basis  of  comparable  or  competitive  American 
products,  without  knowing  how  much  the  duty  that  he  has  to  pay  is 
going  to  be,  or,  if  appraised  on  the  basis  of  the  selling  price,  figuring 
a  legitimate  profit,  it  will  bring  his  duty  up  so  high  that  the  price 
wiU  be  prohibitive. 

If  this  provision  of  45  per  cent  is  intended  as  a  revenue  measure, 
I  can  preoict — and  I  think  I  know — that  it  will  not  produce  any.  It 
may  produce  a  verv  little,  but  nothing  to  speak  of.  On  the  other 
hand,  if  it  is  intended  as  a  protective  measure,  I  may  say  that  it  is 
really  not  needed. 

The  American  manufacturers  who  make  the  mesh  veilings — and  that 
is  the  groimd  work — can  sell  to  members  of  the  veiling  trades  in 
New  York  City  at  prices  lower  than  those  charged  for  comparable 
foreign  goods,  or  at  prices  lower  than  foreign  comparable  goods  can 
be  landed  at  with  60  per  cent  duty  on  the  foreign  cost.  So  far  as 
those  things  are  concerned,  we  would  not  care  what  rate  of  duty 
would  be  put  on  them  because  we  would  still  continue  to  buy  them 
here. 

Furthermore,  every  importer  is  a  veiling  manufacturer  because  of 
the  peculiarities  of  the  business.  The  veil  is  an  article  of  fashion, 
and  as  in  all  articles  of  fashion,  the  demand  rises  very  suddenly, 
so  that  wherever  it  is  possible  goods  are  made  here,  and  the 
greatest  protection,  so  far  as  the  veiling  industry  is  concerned  with 
respect  to  those  particular  classes  of  goods  made  by  hand,  is  the 
length  of  time  necessary  to  import  gooas  from  the  otner  side. 

We  are  importingveilings  from  Trance  which  can  not  be  made 
here  at  any  price.  We  neea  them  very  much.  They  are  part  of  the 
veiling  line,  and  it  is  necessary  to  include  these  goods.  Under  the 
Fordney  bill  as  it  stands  now  it  can  not  be  done. 

If  you  will  permit  me,  I  would  like  to  say  a  word  from  the  stand- 
point of  Grovemment  administration.  I  was  formerly  an  examiner 
of  veilings  at  the  port  of  New  York.     I  examined  veilings  for  practi- 
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cally  11  years,  so  that  I  know  something  about  how  to  appraise. 
Veilings  can  not  be  appraised  by  picking  up  a  piece,  looking  at  it, 
estimating  the  cost  of  production,  and  then  adding  a  fixed  percentage 
for  profit.  You  can  not  arrive  at  a  correct  figure  on  that  basis. 
Veils  are  artistic;  they  are  articles  of  style;  and  style  and  design  are 
everything  in  the  veilmg  industry.  There  are  thousands  of  patterns, 
and  all  invoices  of  veilings  which  come  into  the  United  States  at  the 
present  time  state  from  whom  they  were  purchased,  when  aiid  where 
they  were  manufactured,  the  pattern  number,  and  the  prices  paid. 
A  record  can  be  and  is  being  made  by  the  Government  examiners  of 
every  pattern  of  veihngs  imported  into  the  port  of  New  York.  With 
all  tnat  information,  it  is  comparatively  easy  for  the  Government 
examiner  to  arrive  at  the  fair  market  value,  but  he  has  to  have  that 
information  to  reach  his  conclusion. 

The  importer  buys  abroad  in  large  quantities  and  peddles  his  goods 
out  here  m  small  quantities. 

I  could  not  help  but  get  the  impression  from  the  testimony  which 
I  have  heard  given  before  this  committee  that  the  American  valuation 
plan  was  designed  to  permit  the  American  manufacturer  to  compete 
with  his  German  competitor.  In  that  connection,  I  think  it  is  fair  and 
just  that  it  should  be  applied  to  those  goods  which  are  made  in 
Germany  and  with  whicn  the  American  manufacturer  can  not 
compete,  but  why  apply  it  to  goods  not  made  in  Germany — ^goods 
which  come  from  countries  that  were  our  allies  during  the  war  and 
with  which  we  are  on  the  friendliest  terms. 

If  you  are  going  to  adopt  the  American  valuation  plan;  if  you 
think  that  is  the  only  way  to  aflfect  the  result  of  protecting  the 
American  manufacturers,  why  not  apply  it  either  directly  or  indi- 
rectly to  those  particular  goods  that  you  desire  to  protect. 

Senator  McCumber.  In  other  words,  you  would  have  two  plans, 
or  perhaps  three  of  them.  One  would  oe  the  American  valuation 
plan,  one  would  be  the  specific  duty,  and  another  might  be  an  ad 
valorem  rate  based  upon  foreign  value. 

Mr.  RiOTTE.  I  certainly  would;  because.it  is  the  only  way,  so  far  as 
novelty  goods  are  concerned,  that  they  can  be  appraised;  that  is,  on 
the  initial  foreign  cost.  You  have  something  similar  in  the  present 
act. 

The  Chairman.  Is  that  all  ? 

Mr.  RiOTTE.  Yes;  I  think  so. 

[Hearings  on  Dyes  Embargo  were  then  taken  up  and  those  on 
American  valuation  were  resumed  on  Wednesday,  August  10.] 

Wednesday,  August  10,  192L 

The  committee  mel,  pursuant  to  adjournment,  at  2.30  o'clock 
p.  m.,  in  room  312,  Senate  Office  Building,  Hon.  Reed  Smoot  presiding. 

Present:  Senators  Smoot  (acting  chairman),  McCumber,  La  Fol- 
lette,  Dillingham,  McLean,  Watson,  Calder,  Sutherland,  and  Jones. 

STATEKENT  OF  NATHANTEL  VANDOBEN,  CUSTOMS  AGENT, T7NITEI) 
STATES  TREASTJKY  DEPARTMENT,  POET  OF  NEW  YORK. 

Senator  Smoot.  What  is  your  present  occupation  ? 
Mr.  Van  Doken.  I  am  a  customs  agent  of  the  United  States 
Treasury  Department,  at  the  port  of  New  York. 

Senator  Smoot.  How  long  have  you  been  in  the  service  ? 
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Mr.  Van  Doren.  I  have  been  in  the  service  since  1901  in  various 
positions.  I  was  out  during  the  war  and  returned  after  the  armistice 
was  signed. 

Senator  Smoot.  Are  you  an  appraiser  ? 

Mr.  Van  Doren.  I  am  not,  sir.  I  am  one  of  the  officers  employed 
in  the  prevention  and  detection  of  fraud  upon  the  customs  revenue. 
The  duties  of  those  officers  are  not  confined  to  appraisement,  and,  in 
fact,  they  have  no  official  authority  to  appraise.  The  duties  are 
rather  supervisory  and  investigative. 

Senator  Smoot.  Have  you  ever  been  an  appraiser  ? 

Mr.  Van  Doren.  I  have  not,  sir. 

Senator  Smoot.  Will  you  proceed,  Mr.  Van  Doren,  to  inform  the 
committee,  as  far  as  your  knowledge  goes,  as  to  whether  you  think 
that  the  American  valuation  can  be  adopted,  and,  if  so,  what  are  its 
advantages  and,  if  not,  what  are  its  disaa vantages;  and  if  you  care  to 
I  would  like  to  have  you  compare  the  American  valuation  system 
or  plan  with  that  which  is  now  in  vogue,  or,  in  other  words,  the 
foreign  valuation. 

Mr.  Van  Doren.  For  the  past  18  years  I  have  had  occasion  to 
observe  very  closely  the  operations  of  the  foreign  valuation  basis  for 
the  assessment  of  ad  valorem  duties.  During  most  of  that  time  I 
have  worked  at  the  port  of  New  York,  where  over  60  per  cent  of  the 
importations  hito  this  country  are  received. 

There  has  been  during  that  time,  under  my  personal  observation 
and  knowledge,  considerable  undervaluation  by  foreign  shippers,  and 
in  some  cases  by  domestic  importers. 

In  using  the  term  ^' undervaluation"  I  do  not  wish  to  be  under- 
stood as  saying  that  all  such  undervaluation  was  fraudulent.  There 
are  many  cases  where  the  shipper  or  the  importer  stated  the  cost  of 
the  merchandise  at  the  time  of  purchase  or  at  the  time  the  consular 
invoice  was  presented  for  certification,  and  the  actual  date  of  ship- 
ment, being  subsequent  thereto,  there  came  about  a  change  in  value 
which  restated  in  effect  in  an  undervaluation  and  possible  loss  of 
revenue  had  the  invoice  statement  been  accepted. 

The  foreign  investigating  service  has  a  great  many  reports  showing 
that  the  difficulty  of  obtaining  the  actual  foreign  value  as  defined  by 
law  makes  it  impossible  to  appraise  all  merchandise  at  its  true  foreign 
value.  It  has  thrust  upon  the  appraiser  and  the  appraising  officers 
the  responsibility  for  passing  the  entries  at  the  best  value  they  can 
determme  upon,  and  the  result  is  that,  in  my  judgment,  nearly  all 
the  import  entries  are  passed  as  entered;  and  where  passed  as  entered 
no  question  of  value  is  raised,  and  no  one  can  ever  Know  the  amount 
of  undervaluation  or  loss  of  revenue  that  is  the  result  of  that  con- 
dition. 

I  have  been  pretty  closely  associated  with  appraising  officers  in  my 
various  lines  of  work,  and  I  know  they  are  a  highly  conscientious  and 
able  body  of  men.  I  know,  too,  that  in  many  cases  they  fall  naturally, 
as  is  human,  into  the  habit  of  trusting  the  importers  with  whom  they 
come  in  daily  contact,  and,  by  such  contact,  learn  to  believe  they  are 
honest.  In  cases  of  that  kind  the  appraisers  almost  inevitably 
appraise  the  importer  and  not' the  merchandise. 

They  have  a  very  serious  task  before  them,  and,  on  the  whole,  I 
think  it  is  performed  with  an  unusual  degree  of  success.  But  I  can 
not  believe  that  the  Government  receives  the  proper  measure  of 
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protection  to  the  revenue  by  the  existing  system  which  the  law 
contemplates. 

I  came  to  the  study  of  the  American  valuation  plan  with  an  open 
mind.  I  had  no  preiudices  one  way  or  another.  I  nave  examined  the 
language  of  the  Fomney  bill  and  1  can  not  see,  as  a  man  with  experi- 
ence in  customs  work,  any  insurmoimtable  obstacle  to  carrying  out 
its  provisions,  provided  proper  preparation  is  made  before  the  bill 
becomes  a  law. 

Senator  Watson.  Before  you  go  to  that.  You  were  talking 
about  the  qualifications  and  character  of  those  representing  the 
Government  in  various  customs  offices.  Do  you  know  whether  or 
not  those  men,  to  anv  considerable  degree,  consciously  or  uncon- 
sciously are  influenced  by  their  politick  ideas  as  to  free  trade  or 
protection  ? 

Mr.  Van  Doren.  I  have  never  observed  such  condition,  sir. 
Those  men  are,  as  a  rule,  most  conscientious. 

Senator  Watson.  It  has  been  very  freely  charged  that  nearly  all 
the  men  in  the  customs  service  over  there  are  Democrats,  and  there- 
fore free  traders,  and  they  naturally,  following  their  inclinations, 
are  inclined  to  make  appraisements  accordingly.  I  was  wondering 
whether  or  not  you  had  met  that  or  come  in  contact  with  it  in  your 
service. 

Mr.  Van  Doren.  I  would  not  like  to  make  such  ♦a  statement, 
Senator,  because  my  experience  would  not  bear  it  out.  There  are 
always  exceptional  mstances,  however. 

Senator  Watson.  Yes,  certainly. 

Mr.  Van  Doren.  It  has  been  freelv  stated  that  immediately  upon 
the  passage  of  this  bill  there  would  be  congestion  in  the  appraisers' 
warehouses  and  the  present  officers  would  be  confronted  with  a  task 
which  no  human  beings  could  perform.  This  being  due  to  the  neces- 
sity of  immediately  ascertaining  the  American  vdue  of  comparable 
and  competitive  merchandise,  in  my  judgment  it  will  be  necessar^r  for 
your  committee  to  consider  the  necessity  of  making  some  preparations 
for  this  situation  by  investigation  prior  to  the  passage  of  the  act. 
There  are  plentiful  investigating  agencies  of  the  Government  bv  which 
such  inquiry  could  be  made.  I  presume  that  money  would  have  to 
be  fumishea  by  appropriation.     That  is  a  detail. 

Senator  Jones.  Do  you  believe  that  those  inquiries  should  be  made 
and  there  should  be  a  valuation  ascertained  for  the  various  com- 
modities prior  to  the  putting  into  effect  of  the  act  ? 

Mr.  Van  Doren.  I  think  the  investigation  should  be  made  and  the 
current  values  of  commodities  which  are  known  to  be  of  a  class  which 
will  be  competitive  should  be  ascertained  and  proclaimed  by  the 
Secretary  of^  the  Treasury  or  other  competent  authority  for  the 
guidance  and  assistance  of  the  appraising  officers. 

Merchandise  is  ordered,  as  a  nue,  considerably  in  advance,  and  it  is 
shipped  considerably  in  advance  of  the  delivery  of  the  merchandise 
itseli,  and  alwavs  the  invoices  and  other  advices  from  the  foreign 
shipper  are  in  tne  hands  of  the  customs  authorities  long  before  the 
merchandise  arrives.  It  would  take  some  considerable  work  to  keep 
abreast  of  the  situation  and  prepare,  but  I  believe  that  the  vast 
majority  of  the  kinds  of  merchandise  could  be  prepared  for.  I  am 
speaking  now  of  merchandise  that  is  known  to  be  comparable  and 
competitive. 
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Senator  Smoot.  And  along  that  line,  that  it  has  been  coming  in  in 
the  past  and  about  in  the  same  qualities  and  quantities. 

Mr.  Van  Doren.  Exactly. 

Senator  Jones.  Then  may  I  inquire  further.  These  prices  are 
varying  from  week  to  week,  are  they  not  ? 

Mr.  VAN  Doren.  Yes,  sir. 

Senator  Jones.  How  do  you  manage  to  keep  abreast  of  the  times  ? 

Mr.  Van  Doren.  The  price  is  the  price  at  date  of  foreign  shipment. 

Senator  Jones.  But  that  date  changes  from  week  to  week. 

Mr.  Van  Doren.  Not  with  respect  to  that  particular  shipment. 

Senator  Jones.  But  with  respect  to  the  valuation. 

Mr.  Van  Dorkn.  The  value  on  the  date  of  shipment  is  the  value 
I  have  in  mind,  sir. 

Senator  Jones.  How  would  you  ascertain  the  value  of  the  com- 
petitive article  as  of  that  given  date,  the  date  of  shipment  ? 

Mr.  Van  Doren.  By  inquiry  covering  the  date. 

Senator  Jones.  In  other  words,  you  would  have  to  revise  your 
valuations  every  day  ? 

Mr.  Van  Doren.  Not  necessarily,  sir.  I  think  the  American  manu- 
facturers of  goods  which  are  known  to  be  competing  goods  with 
foreign  articles  will  be  very  ready  to  assist  the  appraisers  by  fur- 
nishing them  daily  bulletins  as  to  values. 

Senator  Jones.  How  many  foreim  articles  would  you  estimate 
would  come  under  the  provisions  of  tnis  bill  upon  which  the  American 
valuation  would  have  to  be  ascertained  ? 

Mr.  Van  Doren.  I  am  not  able  to  give  you  an  estimate,  Senator. 
It  may  be  20  per  cent;  it  may  be  40  per  cent;  I  can  not  say. 

Senator  Jones.  You  hardly  get  my  question,  I  believe.  How  many 
various  articles  coming  in  under  the  provisions  of  "this  bill  would 
have  to  be  considered  by  the  customs  officers  in  fixing  the  American 
valuation  ? 

Mr.  Van  Doren.  I  am  afraid  I  can  not  answer  that,  sir.  There 
will  be  some  witnesses. to  follow  me  that  are  more  intimate  with 
appraisement  conditions  and  who  may  be  able  to  give  you  that 
answer. 

Senator  Jones.  Are  you  acquainted  with  the  number  of  commodi- 
ties imported  which  would  come  under  this  bill  ? 

Mr.  Van  Doren.  No,  sir. 

Senator  Jones.  How,  then,  can  you  arrive  at  the  conclusion  that 
this  ascertainment  of  value  is  not  a  very  big  job? 

Mr.  Van  Doren.  Oh,  it  will  be  a  bi^  job.  Anyone  who  comes 
here  and  advises  this  committee  that  this  can  be  done  easily  and 
simply  will  be  trying  to  mislead  you.  I  do  not  think  it  can  be  done 
easily  and  simply.    1  did  not  mean  to  convey  that  impression. 

Senator  Jones.  I  got  a  wrong  impression,  then. 

Mr.  Van  Doren.  If  I  conveyed  that  impression,  I  was  in  error, 
because  I  did  not  mean  to  say  so. 

Senator  Smoot.  It  is  not  done  simply  and  easily  with  the  foreign 
valuation. 

Mr.  Van  Doren.  Bv  no  means. 

Senator  Jones.  With  the  foreign  valuation  you  take  the  sworn 
statement,  do  you  not,  prima  facie  ? 

Mr.  Van  Doren.  In  many  instances;  yes,  sir. 
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Senator  Smoot.  That  is  what  we  expect  to  do  with  this  before  we 
get  through  with  the  bill. 

Senator  Jones.  There  is  no  provision  in  this  bill,  so  far  as  I  have 
been  advised,  as  to  the  importer  having  to  swear  to  the  American 
valuation  of  the  competing  article. 

Mr.  Van  Doren.  As  to  the  details  of  administration  under  this 
bill  I  would  not  like  to  bo  called  upon  to  express  a  full  opinion.  The 
practices  which  have  been  followed  for  many  years  in  the  customs 
service  would  undoubtedly  be  availed  of  in  future  transactions  under 
this  new  provision.  It  seems  to  me  it  is  simply  a  change  from  the 
basis  of  tne  foreign  value  to  the  American  value  in  cases  of  articles 
where  such  value  can  be  ascertained. 

Senator  Jones.  The  legislation,  in  instances  with  which  I  am 
acquainted,  unless  I  am  entirely  wrong  about  it,  takes  the  purchase 
price,  does  it  not?  And  you  do  not  have  to  inquire  into  the  market 
value  of  the  foreign  product  in  the  foreign  country  ? 

Mr.  Van  Doren.  1  would  prefer  to  nave  one  of  the  appraising 
officers  answer  that  question  in  detail. 

Senator  Smoot.  You  have  already  stated  it  to  the  committee. 
You  have  said  it  was  not  the  purchase  price.  It  is  the  price  or  the 
value  on  the  date  of  exportation.  The  purchase  price  may  have  been 
made  six  or  eight  months  before. 

Mr.  Van  Doren.  That  is  true,  as  I  underetand  it;  but  the  Senator^s 
question  deals  with  a  detail  of  an  appraisement  that  I  think  should 
be  answered  by  an  appraising  officer. 

Senator  Dillingham.  That  goes  back  to  a  statement  that  you 
made  in  the  beginning.  I  understood  you  to  say  that  your  work  had 
been  in  connection  with  cases  of  undervaluation? 

Mr.  Van  Doren.  Not  for  several  yeare.  I  had  several  years^  con- 
nection with  that  work.  For  the  past  several  years  I  nave  been 
investigating  drawback  claims.  I  presume  that  1  was  called  before 
this  committee  because  of  my  varied  experience.  I  have  been  chief 
clerk  in  the  appraiser's  warehouse  in  New  York,  secretary  to  an 
appraiser,  private  secretary  to  two  assistant  secretaries  in  cnarge  of 
customs;  i  was  special  agent  in  charge  at  New  York  and  directed  an 
investigation  into  undervaluations,  but  did  not  perform  the  detail 
work  myself.  I  have  a  general  view  and  knowledge  of  customs 
procedure. 

Senator  Dillingham.  What  has  been  the  result  of  your  observa- 
tion in  respect  to  the  question  of  undervaluations  ? 

Mr.  Van  Doren.  In  the  past  ? 

Senator  Dillingham.  Yes. 

Mr.  Van  Doren.  I  think  they  have  been  persistent  and  continuous 
in  a  great  percentage  of  the  importations  ana  will  amount  to  sufficient 
in  money  to  present  a  very  serious  loss  to  the  revenue  if  not  checked. 

Senator  La  Follette.  About  what  percentage  of  undervaluations 
do  you  have  of  the  total  imports  in  New  York  ? 

Mr.  Van  Doren.  That  would  be  guesswork  on  my  part,  Senator. 
I  would  not  like  to  say. 

Senator  Calder.  Would  it  be  10  per  cent? 

Mr.  Van  Doren.  I  doubt  if  it  would.  I  think  it  would  be  less  than 
10  per  cent. 

Senator  La  Follette.  Do  you  think  it  would  be  less  than  5  per 
cent? 
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Mr.  Van  Doren.  It  might  be  as  low  as  2  per  cent;  but  that  is 
guesswork  also.  I  know  it  exists,  and  I  know  it  exists  continually, 
and  the  bulk  of  it,  in  my  opinion,  is  never  discovered. 

Senator  Dillingham.  When  you  speak  of  importations  you  are 
speaking  of  the  gross  importations  ? 

Mr.  Van  Doren.  Yes,  sir. 

Senator  La  Follette.  If  it  is  never  discovered  it  is  pretty  specu- 
lative to  say  how  much  it  is. 

Mr.  Van  Doren.  I  admit  that,  sir.  I  am  expressing  an  opinion, 
but  it  is  based  on  my  past  experience  and  observation. 

Senator  La  Follette.  You  spoke  of  the  appraisers  coming  to 
believe  in  the  integrity  of  the  importers. 

Mr.  Van  Doren.  Just  as  a  banker  believes  in  the  integrity  of  the 
men  to  whom  he  loans  money,  sir. 

Senator  La  Follette.  You  have  been  for  a  great  many  years 
working  in  the  department  for  the  discovery  of  frauds.  Do  you 
think  that  possibly  you  have  come  to  look  upon  all  people  as  guilty 
of  fraud  ? 

Mr.  Van  Doren.  That  would  be  a  natural  tendency. 

Senator  La  Follette.  That  is  a  natural  tendency,  is  it  not  ?  You 
have  tried  to  keep  yourself  from  that  ? 

Mr.  Van  Doren.  I  have  studiously  tried  to  avoid  that.  In  fact, 
unless  I  have  evidence  I  do  not  permit  myself  to  form  an  opinion. 
I  have  made  that  a  rule  for  many  years. 

Senator  Smoot.  But  you  do  know  that  there  are  a  great  many  cases 
of  it? 

Senator  McLean.  These  undervaluations  are  due,  in  a  measure, 
to  the  difficulty  of  ascertaining  the  foreign  valuation  ? 

Mr.  Van  Doren.  I  think  in  many  cases  they  are  due  very  largely 
to  that  difficulty. 

Senator  McLean.  You  think  that  the  difficulties  of  securing  foreigp 
values  in  the  case  of  an  undervaluation  of  an  importation  that  is 
undervalued  would  be  commensurate  with  the  difficulties  of  obtaining 
domestic  valuation  ? 

Mr.  Van  Doren.  I  believe  that  we  could  get  domestic  values  in  a 
very  much  more  satisfactory  manner  after  it  is  once  established. 
The  difficulty  is  going  to  be  the  inauguration  of  it.  I  think  that 
after  the  system  is  once  established  it  will  work  well.  We  have  here 
machinery  to  compel  the  attendance  of  witnesses,  the  production  of 
books,  papers,  records,  cost  accounts  and  every  other  item  we  need 
to  determine  values,  and  we  can  not  get  that  from  the  foreign  shipper. 

Senator  McLean.  Outside  of  this  2  per  cent  or  3  per  cent  or  what- 
ever percentage  it  may  be,  the  difficulties  in  securing  foreign  values  on 
the  whole  importation  must  be  considerable? 

Mr.  Van  Doren.  I  should  say  so. 

Senator  McLean.  And  with  conditions  as  they  are  now  and 
probably  will  be  for  a  great  many  years  to  come  those  difficulties 
will  not  diminish  ? 

Mr.  Van  Doren.  I  do  not  see  how  they  can;  and  in  view  of  the 
depreciated  currency  condition  and  the  widespread  business  depres- 
sion throughout  the  world,  we  may  say,  I  think  the  time  has  come 
when  this  country  must  do  something  to  insure  the  protection  of 
its  customs  revenue.     There  never  was  a  time  when  we  needed  to 
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get  every  dollar  more  than  now,  and  I  do  not  believe  the  foreign 
valuation  system  is  going  to  insure  that  result  as  well  as  we  can  when 
we  can  control  the  values  ascertained  here. 

Senator  McLean.  From  your  experience  are  you  willing  to  give 
the  committee  any  opinion  as  to  the  length  of  tune  that  will  be  re- 
quired to  arrive  at  the  domestic  valuations  so  that  importations 
can  be  received  and  assessed  ?  Of  course  it  will  depend  upon  the 
force,  and  so  forth;  but  assuming  that  the  matter  is  taken  up  in  a 
businesslike  way  and  with  a  determination  of  solving  the  problem 
if  it  can  be  solved  and  if  the  necessary  funds  are  had,  how  long  a 
time  would  be  required  ? 

Mr.  Van  DoBEN.  Not  basing  this  upon  my  own  estimate  but  basing 
it  upon  the  estimate  of  a  man  whom  1  consider  to  be  an  authority  on 
appraisement — ^we  were  discussing  the  matter  and  he  said  that  with 
50  experts  he  could  make  the  necessary  preparations  within  three 
months. 

I  do  not  think  that  I  am  as  competent  to  express  an  opinion  as  a 
man  who  is  an  expert  in  appraisements. 

Senator  Smoot.  You  may  proceed. 

Mr.  Van  Doren.  I  would  like  to  point  out' to  the  committee  that 
nearlv  everything  I  am  saying  is  a  matter  of  judgment  and  opinion 
based  on  my  experience.  I  am  not  qualified  as  an  expert  appraiser 
but  I  am  qualified  as  a  practical  customs  man  with  a  great  many  years 
of  active  work 

Senator  McLean.  You  have  been  there  18  years  ? 

Mr.  Van  Doren.  About  18  years. 

Senator  Joni:s.  Have  you  ever  had  any  occasion  to  consider  values 
in  the  United  States  with  a  view  of  levymg  a  tax  upon  merchandise  ? 

Mr.  Van  Doren.  No,  sir;  but  I  have  had  occasion  to  consider 
values  of  a  tremendous  variety  of  American  products  which  are  ex- 
ported abroad  and  in  connection  with  my  investigation  of  drawback 
claims,  where  I  have  had  to  go  into  factories,  study  the  methods  of 
manufacture,  the  kind  and  quantity  of  materials,  the  various  kinds 
used  in  producing  export  products,  the  manner  in  which  they  are  ac- 
counted for,  costs,  wastes,  and  all  the  details  essential  to  determine 
the  amount  of  drawback  payable  on  an  exported  unit. 

Senator  Jones.  That  has  oeen  an  investigation  of  particular  trans- 
actions, has  it  not? 

Mr.  Van  Doren.  Yes,  sir. 

Senator  Jones.  Where  the  prices  in  this  country  vary,  how  would 
you  ascertain  the  competitive  value  or  price  ? 

Mr.  Van  Doren.  There  are  certain  principal  markets  in  this  coun- 
try for  most  stable  products.  I  believe  it  would  be  necessary  to  have 
investigations  made  and  the  principal  market  proclaimed  by  the 
Secretary  of  the  Treasury  or  other  competent  autnority. 

I  think  we  would  get  to  as  nearly  an  accurate  basis  m  that  way  as 
we  now  do  with  regard  to  imported  merchandise  which  takes  the 
value  in  the  principal  market  of  the  country  from  whence  exported, 
although  it  may  actually  originate  several  hundred  miles  from  that 
point. 

Senator  Jones.  It  would  be  more  or  less  of  an  arbitrary  transac- 
tion, would  it  not  ? 

Mr.  Van  Doren.  Just  exactly  as  the  foreign  market  value  is  to 
some  extent  arbitrary  in  the  manner  I  have  described. 
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Senator  Sutherland.  You  do  not  invariably,  then,  take  the  foreign 
invoice  price  as  the  basis  of  value  on  importea  articles  ? 

Mr.  V AN  DoREN.  I  believe*  the  foreign  invoice  price  is,  as  a  rule, 
adjusted  to  the  market  value;  but  an  appraising  officer  can  answer 
that  question  more  accurately,  Senator,  tnan  I  can. 

Senator  Smoot.  Is  there  anything  else  that  you  desire  to  say  ? 

Mr.  Van  Doren.  Not  unless  you  have  some  questions  to  ask, 

STATEMENT  OF  GEOBGE  F.  LAMB,  UNITED  STATES  SPECIAL  AT- 
TORNEY, DIVISION  OF  CUSTOMS,  DEPARTMENT  OF  JUSTICE. 

Senator  Smoot.  State  to  the  committee  what  your  position  is  in 
the  Government  service. 

Mr.  Lamb.  I  am  special  attorney  in  the  Division  of  Customs,  under 
the  Attorney  GeneraFs  office.  Prior  to  that  I  was  connected  with 
the  customs  for  about  30  years  in  various  capacities. 

Senator  Smoot.  In  what  positions  ? 

Mr.  Lamb.  I  was  in  the  Protest  Division,  Liquidating  Division, 
Entry  Division,  and  I  had  taken  a  law  course  and  was  put  in  the 
Law  Division  and  was  assigned  to  the  investigation  and  preparation 
f>{  fraud  cases.  In  that  capacitv  I  was  in  Europe  on  three  occasions 
investigating  cases  which  arose  nere. 

Senator  Smoot.  Mr.  Lamb,  I  would  like  to  have  jou  stat6  to  the 
committee  just  what  your  conclusions  are  with  relation  to  the  Amer- 
ican valuation  as  provided  for  in  H.  R.  7456. 

Mr.  Lamb.  From  my  experience  I  am  in  favor  of  it.  I  have  jotted 
down  some  of  the  reasons  that  led  me  to  that  conclusion. 

One  was  that  it  would  compel  countries  in  which  the  cost  of  labor 
is  low  to  pay  the  same  amount  of  duty  on  importations  of  similar 
merchandise  that  countries  having  high  labor  costs  would  pay.  It 
would  also  do  away  with  the  irritation  caused  in  foreign  countries  by 
the  investigations  made  by  our  special  agents.  That  was  exempli- 
fied in  France  in  connection  with  the  Limoges  investigation,  ancl  in 
Germany — I  believe  our  special  agent  was  ordered  out  of  Germany. 

I  think  it  would  also  do  away  with  closed  markets,  like  Limoges, 
St.  Gall,  and  Nottingham,  where,  as  a  matter  of  fact,  we  knew  very 
little  of  what  the  costs  were  and  information  was  refused. 

Again,  I  think  it  would  prevent  undervaluations.  I  came  do\^n 
here  last  Tuesday  and  heard  Mr.  Lockett,  from  Boston,  state  to  the 
committee  that  he  had  never  heard  yet  of  any  cases  of  undervaluation 
being  presented  to  the  Senate  Finance  Committee. 

On  the  17th  of  May  I  had  a  case  for  presentation  to  the  Board  of 
General  Appraisers  in  which  Mr.  Lockett  was  the  attorney.  That 
case,  briefly,  was  one  of  a  firm  up  in  Boston  which  had  imported  sets 
of  aluminum  pots  from  Germanv.  They  had  actually  naid  300 
marks  per  set,  out  they  invoiced  them  at  115  marks,  an  unaervalua- 
tion  of  167  per  cent.  The  importers'  agent  who  made  the  purchase 
went  on  the  stand  and  insisted  that  115  marks  was  the  correct  price, 
but  the  private  invoices  which  showed  what  had  actually  been  paid 
were  produced  and  he  finally  admitted  that  the  consular  invoice  of 
115  marks  price  was  false. 

The  second  case,  which  I  have  on  my  desk  at  the  present  time, 
involves  about  40  Italian  importers  engaged  in  the  importation  of 
sardines  from  Sicily.  The  investigation  by  a  special  agent  over  there, 
which  was  made  in  connection  with  the  reappraisement,  showed  that 
while  this  merchandise  was  invoiced  at  from  250  to  300  lire,  per  100 
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kilos,  the  actual  price  in  Palermo,  Sicily,  was  from  500  to  700  lire,  an 
undervaluation  of  well  over  100  per  ceijt. 

There  was  another  case  in  June  of  an  importation  of  umbrella 
frames  invoiced  at  200  marks,  appraised  by  the  general  appraiser  at 
315  marks,  and  the  evidence  strongly  indicated  that  it  was  a  fraudulent 
undervaluation. 

I  might  add,  in  connection  with  this  Boston  matter  covering  the 
importation  of  aluminum  pots,  that  when  the  .case  was  brought  to  the 
attention  of  the  Assistant  Attorney  General  he  dictated  a  letter  to  the 
collector  of  customs  recommending  that  further  action  be  taken  in 
the  court;  that  is,  with  the  view  of  having  it  brought  to  the  attention 
of  the  United  States  attorney. 

Senator  La  Follette.  What  was  that  importation  ? 

Mr.  Lamb.  Aluminum  pots. 

I  had  another  case  of  an  importation  of  cigar  lighters  from  Austria. 
They  were  entered  at  2^  kronen  apiece.  In  examining  the  witnesses 
to  nnd  out  what  evidence  we  could  secure,  one  of  the  witnesses 
showed  me  a  letter  from  the  shipper  in  Vienna  to  him — that  is,  the 
shipper  of  the  merchandise  under  reappraisement — telling  him  he 
was  invoicing  this  merchandise  at  a  price  which  would  save  the  im* 
porter  money  at  the  customhouse.  Tne  price  invoiced  was  2^  kronen, 
out  ihe  price  which  the  witness  actually  paid  and  which  he  entered 
at  the  customhouse  was  5  kronen,  an  undervaluation  on  the  consular 
invoice  of  100  per  cent. 

There  was  a  case  before  the  board  of  some  mica  diaphragms  for 
phonograph  records.  This  merchandise  was  invoiced  at  2  cents 
apiece.  The  board  found  the  proper  valuation  was  10  cents  apiece, 
an  undervaluation  of  about  400  per  cent. 

The  last  case  I  had  was  an  importation  of  some  silicofluoride  of 
sodium,  which  was  invoiced  at  about  7^  marks  a  kilo,  whereas  the 
price  paid  b}'  other  importers  about  the  same  time  was  lOJ  marks, 
an  undervaluation  of  about  37  per  cent. 

These  cases  have  all  arisen,  or  at  least  have  come  to  my  attention, 
within  the  two  months  of  May  and  June.  I  do  not  mean  that  they 
were  imported  in  that  time.  They  were  imported  at  various  times 
prior  to  that;  but  the  number  of  them  in  that  time  leads  me  very 
strongly  to  believe  that  they  are  not  by  any  means  the  only  cases  of 
that  sort  which  would  be  brought  to  our  attention  if  we  could  get  all 
the  facts. 

Senator  La  Foli.ette.  Are  they  the  only  cases  that  have  come 
under  your  personal  observation  ? 

Mr.  LAMfi.  Oh,  no.  We  had  a  great  many  fraud  cases  when  I 
was  in  the  law  division  of  the  customs,  Senator. 

Senator  La  Follette.  How  long  have  you  been  in  your  present 
position  ? 

Mr.  Lamb.  I  have  been  in  my  present  position  since  the  1st  of 
March. 

Senator  La  Follette.  These  cases  you  have  enumerated  are  those 
that  have  come  under  your  observation  in  your  present  position? 

Mr.  Lamb.  During  May  and  June. 

Senator  La  Follette.  Were  there  any  before  that  in  March  and 
April  ? 

Mr.  Lamb.  Every  case  that  comes  under  my  observation.  Senator^ 
is  an  undervaluation  case  in  which  the  appraiser  has  advanced  the 
invoice  value  and  the  merchant  has  taken  an  appeal. 
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Senator  La  Follette.  Those  are  the  cases  that  you  deal  with  i 

Mr.  Lamb.  Yes,  sir. 

Senator  La  Follette.  So  that  every  case  that  comes  to  you  is  a 
case  in  which  undervaluation  is  charged  ? 

Mr.  Lamb.  Yes,  sir;  but  not  always  fraudulent  undervaluation. 

Senator  La  Follette.  How  wide  a  territory  do  your  observations 
cover  ? 

Mr.  Lamb.  Any  importation  from  any  country  is  apt  to  come  to 
me.  There  are  nine  attorneys  in  the  Customs  Division,  and  these 
cases  are  assigned  according  to  the  nature  of  the  commodity;  so  that 
you  might  get  an  importation  from  China,  Japan,  India,  England, 
France — any  country  m  the  world,  in  fact. 

Senator  La  Follette.  And  there  are  nine  other  men  working  on 
that  work  ? 

Mr.  Lamb.  Eight  others,  not  including  the  Assistant  Attorney 
General. 

Senator  La  Foli^tte.  Eight  others  besides  yourself  working  on 
cases  of  that  class  ? 

Mr.  Lamb.  Yes,  sir. 

Senator  La  Follette.  And  is  that  just  for  the  port  of  New  York 
or  for  all  the  Atlantic  ports  ? 

Mr.  Lamb.  It  takes  in  all  the  ports  in  the  United  States. 

Senator  La  Follette.  For  your  part  of  that  work  you  have  had 
brought  to  your  attention  since  last  March,  when  you  went  in,  these 
cases  which  you  have  cited  ? 

Mr.  Lamb.  Yes,  sir;  as  showing  fraudulent  undervaluation,  as  I 
view  it- 
Senator  McLean.  Just  how  are  these  undervaluations  detected, 
and  what  are  the  opportunities  for  withdrawals  without  detection  ? 

Mr.  Lamb.  In  a  great  many  instances  we  receive  our  information 
from  other  importers,  men  who  come  in  competition  with  goods  that 
have  been  brought  in  at  an  undervaluation.  It  is  usually  brought 
to  the  attention  of  a  competitor  by  his  being  unable  to  sell  his  goods. 

Senator  McLean.  If  there  were  a  combination  among  competitors 
there  would  be  opportunities  for  withdrawals  which  would  not  be 
brought  to  your  attention  ? 

Mr.  Lamb.  I  do  not  understand  what  you  mean  by  ''withdrawals," 
Senator. 

Senator  McLean.  From  the  customhouse. 

Mr.  Lamb.  I  see.  We  have  a  technical  term  for  withdrawals, 
meaning  goods  taken  from  the  bonded  warehouse.  You  mean  taken 
from  th^  custody  of  the  customs  officials  ? 

Senator  McLean.  What  I  mean  is  entry  of  goods  here  that  are 
undervalued.  As  I  understand  from  you,  these  undervaluations 
are  brought  to  your  attention  by  some  competitor? 

Mr.  Lamb.  That  is  one  instance.  Frequently  it  is  discovered  by 
the  special  agents  abroad. 

Senator  McLean.  What  instrumentality  is  the  Government  using 
directly  to  discover  these  undervaluations  ? 

Mr.  Lamb.  The  first  line  are  the  special  agents  in  foreign  cotmtries, 
but  that  is  a  very  weak  line.  There  are  only  six  of  them  all  over  the 
world.  Price  lists  are  supplied  by  these  special  agents  and  by  con- 
sular officers.  When  the  goods  arrive  here  the  examiners  who  keep 
in  touch  with  market  values  and  keep  in  touch  with  merchandise  in 
similar  lines 
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Senator  Calder.  Is  not  that  the  very  best  method  you  have  of 
catching  undervaluations  ? 

Mr.  Lamb.  It  is  the  best  one  of  them  at  the  present  time,  Senator. 

Senator  Calder.  The  most  effective  ? 

Mr.  Lamb.  Yes,  sir;  as  far  as  we  know. 

Senator  Calder.  When  the  goods  come  in  the  examiner  inquires 
into  them  and  compares  their  value  with  the  values  of  other  goods 
imported  a  little  earlier  and  he  gets  at  once  the  difference  ? 

Mr.  Lamb.  That  is  true. 

Senator  McLean.  Under  the  present  system  is  it  easy  or  difficult 
to  introduce  goods  upon  undervaluation  ? 

Mr.  Lamb.  It  is  not  easy  where  there  is  an  open  market  on  the 
other  side  and  when  goods  are  sold  freely  to  all  purchasers,  because 
then  you  can  secure  the  invoices  of  other  importers,  and  by  com- 
paring them,  if  importer's  value  is  lower,  his  m voice  values  are  in- 
creased to  the  values  of  the  other  importers.  That  class  of  cases  is 
the  one  which  most  frequently  comes  before  us. 

Senator  McLean.  Just  now  are  not  foreign  values  rather  difficult 
to  ascertain? 

Mr.  Lamb.  No  more  so  than  they  were  before,  because  we  rely  to  a 
large  extent  on  the  same  information,  the  invoices. 

Senator  McLean.  That  is  the  point  I  want  to  get  at  You  rely 
upon  the  invoices     That  is  a  pretty  uncertain  reliance,  is  it  not  ? 

Mr.  Lamb.  If  they  are  endeavoring  to  undervalue,  it  is,  because 
they  are  not  going  to  state  facts. 

Senator  McLean.  It  is  easy  to  put  things  over  if  you  take  the 
invoice.  Consequently,  unless  some  competitor  calls  an  instance  of 
undervaluation  to  your  attention  is  it  not  possible  that  a  good  many 
importations  may  slip  through  ? 

Mr.  Lamb.  It  is  possible,  out  with  us  a  staple  article,  as  distin- 
guished from  a  novelty,  the  examiner  will  detect  that  by  making  a 
comparison  with  similar  importations  of  other  importers. 

Senator  Smoot.  As  to  the  staple  article,  it  will  not  be  hard  to  find 
out  the  American  valuation  ? 

Mr.  Lamb.  I  do  not  think  so. 

Senator  »Smoot.  But  as  to  novelties,  I  understand  you  to  say  it  is 
easier  for  the  undervaluations  to  come  in  ? 

Mr.  Lamb.  Yes;  because  with  a  novelty  it  is  sometimes  difficult  to 
find  similar  importations  by  other  importer,  so  that  you  can  not 
always  check  them  up  by  competitors'  invoices. 

Senator  Smoot.  So  that  where  there  is  no  comparable  article  in 
the  foreign  market,  vou  would  have  greater  difficulties  in  preventing 
fraud  than  you  would  under  the  American  valuation  ? 

Mr.  Lamb.  Absolutely.  Another  point  is  the  much  greater  ease 
in  securing  evidence  as  to  the  marKet  value  under  the  American- 
valuation  plan  as  compared  with  our  present  system.  Mr.  Lockett, 
whom  I  referred  to  before,  stated  that  in  all  his  practice  he  never 
had  any  trouble  in  securing  evidence  as  to  foreign  market  value. 
That  is  very  true,  because  he  is  representing  the  importer,  and  the 
importer  can  always  secure  any  evidence  that  is  necessary  to  prove 
his  side  of  the  case.  But  when  the  Government  agent  gets  on  the 
job  he  sees  the  other  side  of  the  picture. 

I  could  give  you  some  illustrations  of  that  if  you  care  to  listen.  I 
was  in  Piraeus,  the  seaport  of  Athens — this  is  somewhat  ancient  his- 
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tory — it  was  1908,  and  it  was  very  important  for  the  case  that  I 
ascertain  the  weirfits  of  the  mercnandise  as  found  by  the  Greek 
customhouse,  the  Greek  Government  having  charged  an  export  duty 
on  its  commodities  and  having  weighed  me  merchandise  prior  to 
exportation.  The  consul  general  introduced  me  to  a  very  reputable 
citizen  of  Piraeus,  who  took  me  down  and  introduced  me  to  the  col- 
lector of  customs.  They  had  a  little  talk  before  I  was  asked  to  state 
my  business,  this  merchant  acting  as  interpreter.  I  told  him  I  wanted 
to  see  the  customhouse  books  snowing  tne  weights  during  a  certain 
period.  The  collector  was  very  willing,  but  he  said  the  books  were 
out  in  the  district  being  used.  He  kept  me  down  there  four  or  five 
days  going  back  day  alter  day,  and  finally  said  the  books  had  been 
sent  up  to  Athens,  and  it  would  not  be  possible  for  me  to  see  them. 
We  got  the  information  in  another  way. 

Later  on  we  indicted  this  same  *' reputable  citizen  of  Piraeus"  for 
frauds  in  the  importation  of  olive  oil,  and  he  came  over  here  and 
became  a  Government  witness,  admitted  everything  against  two 
conspirators  in  this  country,  who  were  convicted.  At  that  time  I 
asked  him  if  he  had  not  put  something  over  on  me  at  the  time  he 
brought  me  to  this  GreeK  collector.  He  said,  ''Sure.  I  told  him 
what  you  wanted  and  not  to  show  you  the  books.  I  was  engaged  in 
this  olive-oil  fraud,  and  if  I  pulled  anything  down  on  the  other  fellows 
they  would  turn  around  and  expose  me;  so  I  had  to  stand  with  them." 

Mr.  Esterbrook,  one  of  the  Treasury  agents,  was  one*  of  the  com- 
mittee who  went  to  St.  Gallen  in  connection  with  the  St.  Gallen  rate 
on  laces.  He  told  me  that  he  and  the  other  members  of  his  committee 
were  regarded  as  public  enemies,  and  that  even  the  children  on  the 
streets  nooted  them,  and  they  had  great  difficulty  in  getting  the 
information  they  wanted. 

I  went  to  certain  Italian  banks  in  Naples  and  in  Palermo  on  another 
occasion  with  the  American  consul,  but  the  banks  flatly  refused  to 
give  any  information  about  drafts  in  connection  with  the  shipments 
under  investigation. 

Mr.  Davis  was  a  member  of  the  committee  that  went  over  to 
Limoges  in  1912  in  connection  with  the  the  Limoges  rate  list.  Mr. 
Wakefield  was  the  chairman  of  the  committee.  Iheir  experience  is 
outlined  in  the  report  of  that  committee.  It  is  a  very  illuminating 
document  on  the  question  of  securing  information  in  a  foreign 
countrv.  They  were  deceived  over  there.  The  manufacturers 
refused  to  show  books,  or  only  showed  such  books  as  would  help 
their  own  case.  Attempts  were  made  to  tamper  with  their  mail,  and 
every  obstacle  was  placed  in  their  way. 

Senator  McLean.  You  are  absolutely  at  their  mercy? 

Mr.  Lamb.  So  far  as  securing  evidence  is  concerned,  you  are. 

While  I  am  on  this  Limoges  case,  there  was  a  little  incident  hap- 
pened that  throws  some  light  on  the  operation  of  the  American- 
valuation  plan.  When  the  report  of  the  Limoges  commission  of  1912 
was  adopted  as  to  valuation,  the  importers  here  made  great  objec- 
tion to  it,  and  a  second  commission  was  appointed,  consisting  of 
Mr.  Higgins,  who  was  the  appraiser  at  the  port  of  New  York,  Mr. 
Grant,  who  was  deputy  collector  of  the  entry  division,  and  another 
gentleman,  whose  name  I  do  not  recall,  and  these  importers  were 
requested  to  come  down  and  present  grievances.  Well,  they  did, 
and  finally  Mr.  Higgins  said.     Well,  gentlemen,  bring  your  books 
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down  here  and  let  us  examine  them,  and  then  we  will  see  iust  how 
much  grievance  you  have."  Not  a  book  was  shown,  and  the  oppo- 
sition subsided  right  there. 

The  Limoges  case  was  what  we  call  a  "closed  market,"  that  is,  all 
the  china  manufacturers  in  Limoges  ware  practically  declined  to  sell 
to  any  American  firms  in  Limoges. 

Senator  McLean.  You  sent  over  a  commission  ? 

Mr.  Lamb..  Yes,  sir;  the  Treasury  Department  sent  over  a  com- 
mission. There  has  been  trouble  about  Limoges  china  values  since 
1890,  and  probably  before  that,  but  since  1890  it  has  been  acute. 
In  1908  a  commission  was  sent  there,  and  they  arrived  at  an  agree- 
ment with  the  manufacturers  in  Limoges  by  which  a  valuation  for 
Limoges  china  was  arrived  at.  A  certain  instrument  called  the  '*rate 
list"  was  drawn  up  embodying  the  agreement.  It  was  discovered 
later  that  that  rate  list  was  practicafly  a  fraud  on  the  American 
Government,  and  it  was  abrogated.  Then  a  second  commission 
was  sent  over,  and  that  is  the  Wakefield  Commission,  of  which  I 
spoke  a  short  time  ago. 

Practically  all  these  manufacturers  had  an  agent  in  the  United 
States.  They  would  sell  to  him  and  only  to  him.  You  could  go  over 
there  and  they  would  allow  you  to  make  a  selection  of  what  china 
you  wanted  from  their  samples,  but  it'did  not  do  you  a  bit  of  good; 
so  far  as  any  advantage  in  purchasing  was  concerned  you  might  just 
as  well  have  gone  to  the  agent  on  Barclay  Street  or  Warren  Street 
in  New  York  City  and  have  made  your  selection  there,  because  they 
would  ship  the  goods  you  ordered  over  to  him,  he  would  make  the 
entry  in  the  customhouse  in  his  own  name,  and  then  he  would  turn 
those  goods  over  to  you  at  an  immensely  increased  valuation. 

In  tne  case  of  one  firm  in  which  I  was  particularly  interested,  as  I 
had  their  importations  under  investigation,,  they  used  to  bring  in 
merchandise,  we  will  say,  at  10  francs,  and  that  is  what  they  would 
pay  the  duty  on.  An  invoice,  apparently  made  at  Limoges,  would 
be  sent  to  the  purchaser  in  the  United  States,  say,  a  firm  in  Chicago, 
Cleveland,  or  Detroit  by  the  New  York  agent,  but  when  it  reached 
the  domestic  purchaser  the  price  was  about  20  francs,  and  then  those 
20  francs  were  reduced  at  the  rate  of  35  to  39  cents  a  franc,  that  pre- 
sumably being  the  franc  value  plus  the  duty  of  60  per  cent  and  snip- 
ping charges.  That  is  a  little  bit  complicated,  but  the  idea  was  that 
it  cost  them,  roughly,  around  35  cents  to  bring  in  each  francos  worth 
of  goods  and  pay  the  duty.  But  the  ioker  was  when  they  doubled 
the  rate  here,  they  had  not  paid  anv  auty  at  all  on  the  amount  by 
which  the  purchaser's  invoice  exceed.ed  the  consular  invoice,  but  the 
customer  was  charged  just  the  same.  Most  of  the  dealers  I  inter- 
viewed had  the  impression  that  the  invoice  they  received  from  the 
New  York  agent  was  the  foreign  value  on  which  duty  was  paid.  In 
many  cases  tne  profit,  as  shown  by  the  sale  to  the  American  purchaser, 
compared  with  the  invoice  price  on  which  duty  was  paid,  exceeded 
100  per  cent.  The  duty,  of  course,  was  only  collected  on  the  invoice 
value,  and  we  found  that  large  sums  were  remitted  every  year  to 
the  concerns  in  Limoges  in  addition  to  the  sum  which  was  stated  on 
the  consular  invoice  as  the  actual  selling  price.  In  other  words,  the 
profits  were  made  over  here  and  no  duty  was  collected  on  those  profits 
as  was  contemplated  by  the  law.  That  is,  briefly,  the  issue  m  the 
Limoges  cases. 
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Senator  McLean.  There  is  a  member  of  that  commission — I  have 
forgjotten  his  name — ^who  submitted  some  extracts  from  the  report, 
ancl  they  are  in  the  hearings. 

Mr.  II4MB.  The  attitude  of  the  French  Govenmient  was  against 
the  commission's  activities.  The  American  Chamber  of  Commerce 
in  Paris  adopted  some  resolutions  disapproving  the  efforts  of  the 
commission  in  attempting  to  ascertain  market  values. 

Senator  Jones.  Do  you  want  to  give  us  to  understand  that  there 
was  some  combination  over  there  to  lower  those  prices  and  create  a 
market  over  here  for  the  goods  ? 

Mr.  Lamb.  There  is  no  question  about  it,  Senator. 

Senator  Jones.  Of  course,  you  have  been  speaking  of  isolated 
cases  here. 

Mr.  Lamb.  Yes,  sir. 

Senator  Jones.  You  do  not  mean  to  infer  that  the  general  business 
is  involved  in  any  such  frauds  as  you  have  narrated  ? 

Mr.  Lamb.  Senator,  I  think  tlie  great  majority  of  our  importers 
are  just  as  honest  as  any  other  class  of  men  in  the  country.  As  a 
matter  of  fact,  we  depend  on  them  as  our  witnesses  to  prove  these 
very  undervaluation  cases  I  am  speaking  about  here,  and  they  are  in 
many  instances  the  people  who  bring  us  the  original  information 
about  the  frauds  and  undervaluations. 

Senator  eToNES.  If  we  adopted  the  American-valuation  plan,  do 
you  not  believe  that  we  will  probably  find  some  combinations  in 
this  country  who  will  put  up  the  American  valuation  so  as  to  prevent 
the  importation  of  competitive  articles? 

Mr.  Lamb.  I  do  not  see  how  they  can  do  it,  Senator,  because 
competition  is  goiiig  on  at  the  present  time. 

Senator  Jones.  Have  we  not  a  great  many  commodities  produced 
in  this  countrv  by  a  comparatively  few  people  ? 

Mr.  Lamb,  ^fhat  I  could  not  say. 

Senator  McLean.  That  would  not  affect  the  situation.  It  is  the 
foreign  competition.  It  does  not  make  any  difference  how  many 
men  are  making  it  here. 

Senator  Jones.  I  think  the  Senator  will  understand  the  point  to 
be  this,  that  if  the  American  valuation  is  to  be  the  basis  of  the  appli- 
cation of  an  ad  valorem  tax  that  the  higher  thev  put  the  valuation 
in  this  country  the  higher  the  tax  will  be,  and  ttierefore  that  higher 
tax  will  tend  to  prevent  competition  bv  the  foreign  article. 

Mr.  Lamb.  Would  not  that  come  under  the  Sherman  Act,  Senator, 
as  an  illegal  combination  to  control  prices  ? 

Senator  Jones.  I  know,  and  do  we  not  have  cases  under  the 
Sherman  Act  ? 

Mr.  Lamb.  Yes*  but  the  law  is  in  effect  to  prevent  such  combina- 
tions, and  we  could  invoke  it,  as  in  other  cases 

Senator  Jones  (interposing).  Have  we  not  a  law  to  prevent  imder- 
valuations  on  importations  ?  You  narrated  a  number  of  cases  where 
the  people  violated  the  law.  And  have  we  not  a  law  against  murder 
in  this  coimtry,  and  yet  murder  is  being  committed  ? 

Mr.  Lamb.  In  the  case  of  the  foreign  article  it  is  not  easy  to  secure 
the  evidence,  whereas  if  it  is  here  you  have  control  of  the  evidence. 

Senator  McCumber.  Mr.  Lamb,  how  would  it  be  possible  for  the 
Americans  to  make  a  combination  to  raise  the  amount  of  duty 
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without  raisins  their  own  products  so  much  higher  than  the  foreign 
products,  which  would  immediately  allow  a  greater  competition  than 
they  nave  ? 

Mr.  Lamb.  It  would  not  be  possible,  Senator,  in  mv  view. 

Senator  McCumber.  The  only  way  would  be  to  nave  a  100  per 
cent  ad  valorem  duty.  If  it  were  anything  less  than  that,  of  course, 
if  they  raised  it  a  dollar  they  would  increase  the  diflFerence  between 
the  foreign  article  and  make  it  easier  for  the  foreigners  to  compete  ? 

Mr.  Lamb.  There  is  one  practice  that  we  allow  that  will  show  you 
how  difficult  it  is  to  prevent  undervaluation  under  our  present  sys- 
tem: If  the  invoice  value  of  an  imported  article  is  increased,  the 
importer  can  secure  affidavits  from  tne  other  side,  in  which  the  mer- 
chant over  there  swears  that  he  has  sold  this  merchandise  to  such 
and  such  persons  at  the  invoice  price,  and  they  in  turn  furnish  an 
affidavit  tnat  they  bought  it.  Well,  ouq  of  the  most  prominent 
customs  attorneys  we  have  in  New  York  City  told  me  that  he  could 
undertake  to  secure  any  kind  of  an  affidavit  at  all ;  that  all  he  has  to 
do  is  to  draft  the  affidavit  and  send  it  over  and  it  comes  back  exe- 
cuted just  as  he  drafted  it. 

Senator  Jones.  But  the  American  importer  hesitates  to  make  a 
false  affidavit,  does  he  not  ? 

Mr.  Lamb.  Naturalljr;  it  involves  the  commission  of  a  crime,  and 
he  is  amenable  to  our  jurisdiction. 

Senator  La  Follette.  You  referred  to  this  Limoges  case  as  "closed 
market."  How  many  instances  of  closed  markets  have  come  under 
your  observation  ? 

Mr.  Lamb.  The  Nottingham  lace  case,  the  Calcutta  case,  the  St. 
Gall  lace  cases,  and  Limoges  are  about  all  that  I  recall. 

Senator  La  Follette.  About  four  cases  of  closed  markets  ? 

Mr.  Lamb.  Yes,  sir. .  The  American  valuation  would  prevent  any 
others  from  being  formed,  Senator. 

One  of  the  attorneys  for  the  Alien  Property  Custodian  told  me  that 
when  they  took  over  some  of  the  German  chemical  houses  in  the 
United  States  they  found  that  enormous  sums  of  money  had  been  re- 
mitted to  Germany  out  of  the  sales  here,  which  seemed  to  indicate 
that  duties  were  not  paid  on  the  actual  market  value  of  the  mer- 
chandise. That  gives  another  instance  of  a  closed  market — the 
German  exporters  would  ship  to  their  own  agents  here  at  a  low 
value  and  tney  would  sell  for  whatever  price  they  could  get. 

Senator  Calder.  Mr.  Lamb,  I  was  outside  for  a  moment.  Were 
you  asked  how  many  cases  are  reported  to  your  office  each  year  for 
undervaluation  ? 

Mr.  Lamb.  None  were  reported  to  the  Attornev  General,  Senator; 
but  the  customs  used  to  keep  a  record  of  sucn  cases.  I  do  not 
believe  that  record  is  being  Kept  now.  Mr.  Davis  could  answer 
that  accurately. 

Senator  Calder.  I  was  just  wondering  if  there  were  a  great  many 
instances. 

Mr.  Lamb.  That  I  could  not  say,  Senator.  I  know  that  Mr.  Loeb, 
when  he  was  collector  of  the  port  of  New  York,  kept  such  a  record, 
and  the  last  time  I  saw  it  it  amounted  to  $4,000,000  or  $5,000,000, 
something  like  that,  but  that  amount  included  the  American  sugar- 
refining  frauds  settlement. 
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Under  the  American-valuation  plan,  merchandise  would  divide 
itself  into  practically  two  major  classes — those  having  comparable 
Arnerican  articles  and  those  which  have  no  comparable  American 
articles.  As  to  the  first  class,  of  course,  the  plan  would  be  to  secure 
the  American  selling  price  for  comparable  articles,  and  that  would  be 
the  basis  of  valuation  for  the  imported  article.  In  the  second  class, 
where  there  is  no  comparable  article,  the  plan  would  be  to  assess  duty 
on  the  American  selling  price  of  the  foreign  article. 

There  is  a  third  class;  that  is,  where  merchandise  comes  in  here  for 
further  manufacture,  and  which  is  not  sold  of  itself.  Such  importa- 
tions apparently  present  a  difficulty,  but  I  think  that  could  be  met 
by  builaing  up  an  American  selling  price  in  the  same  way  as  we 
now  build  up  a  foreign  market  value  under  section  L. 

In  the  present  tariff,  under  section  L,  we  have  a  method  of  ascer- 
taining and  assessing  duty  on  the  American  market  value,  if  an 
article  is  not  sold  freely  on  the  other  side  or  if  it  is  sold  only  for 
exportation  to  the  United  States;  the  law  provides  that  the  Ameri- 
can selling  price  shall  be  taken,  and  from  that  the  duty  deducted,  also 
certain  other  expenses.  If  the  goods  are  consigned  goods,  a  commisf 
sion  of  6  per  cent  is  deducted;  if  they  are  purchased  goods,  a  profit  o- 
8  per  cent  and  an  overhead  of  8  per  cent  is  deducted,  and  then  the 
duty  is  assessed  on  the  valuation  so  ascertained.  It  seems  to  me  that 
by  reversing  that  process  you  could  build  up  an  American  valuation 
01  articles  which  have  no  comparable  American  article  and  which  are 
not  sold  of  themselves  in  the  American  market,  and  I  think  those 
would  include  practically  everything  coming  into  the  country,  as  near 
as  I  can  see. 

Senator  Smoot.  That  would  take  in  the  great  bulk  of  staples  and 
the  other  novelties  not  manufactured  here  ? 

Mr.  Lamb.  Yes,  sir.  I  have  spoken  to  a  number  of  importers 
about  this,  and  they  do  not  seem  to  mind  the  possible  increase  of 
duty  so  much  as  the  uncertainty.  They  say  that  is  what  bothers 
them.  They  would  not  know  at  what  price  to  sell  their  merchandise. 
It  was  suggested  that  that  could  be  obviated  by  having  some  board 
or  the  Secretary  of  the  Treasury  or  somebody  designated  by  the 
President  make  an  investigation  and  proclaim  market  values  for  a 
definite  period;  that  at  least  would  do  away  with  the  uncertainty. 

There  was  some  mention  made  as  to  the  cost  of  installing  the 
American-valuation  plan.  I  believe  that  if  the  plan  were  installed 
the  increase  in  the  amount  of  duties  collected  by  cutting  off  under- 
valuation would  far  more  than  pay  for  the  cost,  even  at  the  peak  of 
the  cost,  which  would  be  at  its  initiation.  I  think  once  it  is  estab- 
lished the  cost  of  maintaining  it  would  certainly  decrease.  It  seems  to 
me.  Senator,  that  if  we  had  no  tariff  law  at  the  present  time,  and  Con- 
gress in  passing  one  was  considering  whether  to  adopt  American 
valuation  or  foreign  valuation  as  the  basis  for  the  collection  of  duties, 
there  would  be  no  question  at  all  about  deciding  to  adopt  the  Ameri- 
can valuation;  and  after  it  had  been  in  effect  as  long  as  the  present 
plan  has  been  and  somebody  would  come  along  and  suggest  the  present 
plan  of  securing  the  value  of  merchandise  in  foreign  markets,  1  think 
it  would  be  claimed  they  were  insane,  and  that  it  would  take  an  army 
of  men  to  gather  the  necessary  information. 

As  to  the  litigation  that  was  said  to  arise  in  connection  with  this, 
there  is  no  douot  there  will  be  considerable  litigation,  but  we  have 
that  after  every  tariff.     Protests  have  run  for  one  year  up  to  120,000 


332  TARIFF   HEARINGS. 

fro  testa.  Of  course,  there  was  a  special  question  involved  there, 
n  other  years  it  ran  60,000,  40,000,  and  50,000 — ^last  year  it  dropped 
down  to  about  4,000;  reappraisement  cases  run  from  4,000  to  6,000  a 
year.  The  customs  courts  and  the  boards  of  general  appraisers  are 
in  the  best  possible  condition  to  handle  litigation,  because  by  reason 
of  the  war  limiting  importations  and  the  length  of  time  this  present 
tariff  has  been  in  operation  practically  all  the  points  involved  have 
been  litigated. 

There  would  have  to  be  an  increase  in  the  force  of  the  Customs 
Division  of  the  Attorney  GeneraPs  office,  but  that  would  not  amount 
to  much  comparatively.  The  entire  cost  of  maintaining  that  division, 
taking  in  all  the  cases  throughout  the  United  States,  and  including 
the  traveling  expenses  of  the  attorneys  was  less  than  $65,000  last 
year. 

Senator  Smoot.  If  the  committee  should  decide  to  adopt  the 
American  valuation,  the  Treasury  Department  could  immediately 
detail  men  there  for  the  purpose  of  collecting  at  once  the  American 
valuation  on  nearly  all  of  the  staple  articles  and  could  do  it  within 
a  reasonable  time,  could  they  not  * 

Mr.  Lamb.  I  am  not  qualified  to  speak  on  that,  Senator,  but  Mr. 
Davis,  whom  I  consider  one  of  the  best  posted  men  in  the  service 
on  that  question,  said  if  you  would  give  him  25  men  for  three  months 
he  could  gather  it. 

Senator  Smoot.  If  you  would  give  him  50  good  men,  then,  he 
could  do  it  in  that  time  and  a  great  deal  less  ? 

Mr.  Lamb.  I  should  imagine  that  the  easiest  way  to  secure  that 
information  would  be  to  have  the  American  manufacturers  associa- 
tions furnish  it — practically  every  line  of  trade  is  organized  and 
every  manufacturer  belongs  to  an  association.  Thev  have  costs  and 
selling  prices  down  to  the  smallest  things  they  sell.  1  should  imagine 
if  they  are  really  interested  in  the  American  valuation  plan  tney 
would  cooperate  and  give  all  those  prices  so  that  you  would  have  an 
ipimense  mass  of  prices  practically  nanded  over  to  you. 

Senator  Jones.  Are  tney  not  interested  in  making  their  price  as 
high  as  possible  ? 

Mr.  Lamb.  I  think  they  would  be.  Senator,  but  I  think  that  could 
be  checked. 

Senator  Smoot.  They  are  not  interested  in  that  any  more  than  the 
foreigner  is  working  to  make  the  cost  just  as  low  as  he  possibly  can  do. 

Senator  Calder.  The  information  the  American  manufacturer 
gives  to  you  is  accurate,  is  it  not  ? 

Mr.  Lamb.  Under  the  present  system.  Senator,  we  have  no  neces- 
sity for  appealing  to  them.  The  witnesses  we  call  on  are  importers 
of  similar  merchandise,  who  tell  us  what  they  paid  for  the  merchan- 
dise during  the  period  involved  in  the  case  unaer  appraisement,  and 
we  never  have  occasion  to  go  to  an  American  manufacturer  to  find 
out  prices.     His  testimony  would  not  be  relevant. 

Senator  Calder.  It  would  simply  mean  accepting  the  informa- 
tion from  the  American  manufacturer  instead  of  the  foreigner  ? 

Mr.  Lamb.  You  mean  if  the  new  plan  were  adopted? 

Senator  Calder.  Yes. 

Mr.  Lamb.  Then,  of  course,  we  could  go  right  to  him  and  get  it. 

Senator  Smoot.  And  we  could  get  it  under  sworn  statements? 

Mr.  Lamb.  Absolutely. 

Senator  Calder.  It  ought  to  be  under  a  sworn  statement. 
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Mr.  Lamb.  The  Board  of  General  Appraisers  has  all  the  power  of 
the  circuit  court  of  the  United  States  to  compel  attendance  of  wit- 
nesses, the  production  of  books  and  papers,  etc.,  and,  of  course,  they 
are  all  sworn  where  they  give  any  testimony. 

Senator  Calder.  You  would  require  them  in  filing  a  statement  to 
do  it  under  oath  ? 

Mr.  Lamb.  I  think  that  would  be  a  necessary  precaution. 

Senator  Calder.  The  importer  would  be  required  to  state  what  he 
believed  the  American  valuation  was,  would  he  not  ? 

Mr.  Lamb.  To  my  mind  that  would  be  very  easily  arranged  by 
having  him  state  on  his  invoice  what  his  American  selling  price  is. 

Senator  Smoot.  He  would  know  what  he  was  going  to  sellit  for  and 
you  could  make  him  swear  to  it  ? 

Mr.  Lamb.  Yes,  sir.  So  if  you  could  not  find  any  comparable 
American  article  you  could  assess  the  value  on  the  duty  as  shown  by 
the  importer's  sworn  statement. 

I  want  to  say  this  for  our  examiners  in  the  customs  service  at 
New  York  City.  I  have  been  brought  into  contact  with  all  of  them 
since  I  have  been  in  the  service,  ana  I  have  never  found  a  more  hard 
working  nor  a  more  conscientious  body  of  Government  employees. 
They  really  do  their  best  to  keep  right  on  their  toes  in  regard  to 
foreign  valuation,  Of  course,  in  the  last  analysis,  they  have  to  rely 
on  statements  made  to  them  by  importers  and  people  in  the  same 
line  of  business. 

They  do  the  best  thev  can  under  the  system,  but  one  criticism  is 
that  it  breaks  down  where  fraudulent  undervaluation  is  involved. 
Where  a  merchant  is  bringing  in  his  invoices  with  correct  foreign 
market  valuations  it  does  not  make  any  odds  whether  you  ^ave  an 
examiner  or  not  except  for  classification  purposes. 

Senator  Jones.  Do  you  think  those  examiners  who  are  Democrats 
are  interested  in  getting  as  low  a  duty  on  the  imported  commodities 
as  they  can  and  are  influenced  by  that  fact  ? 

Mr.  Lamb.  Senator,  I  am  not  a  Democrat,  but  I  think  that  is,  to 
be  very  frank,  sheer  nonsense.  I  do  not  think  a  man  up  there  cares 
two  straws  what  the  views  of  the  administration  is;  I  think  he  carries 
out  his  duties  just  as  the  law  requires. 

Senator  Jones.  I  am  of  the  same  opinion,  but  it  has  been  intimated 
otherwise,  and  I  thought  I  would  like  to  get  an  expression  from  you. 

Mr.  Lamb.  I  have  had  them  under  close  observation  since  I  nave 
been  there.  We  have  to  examine  them  before  trial  to  see  what  their 
testimony  will  be,  and  I  have  never  yet  seen  a  case  which  indicated 
there  was  such  a  situation. 

Senator  Calder.  The  examiners  in  the  service  at  New  York  are 
men  of  both  parties  ? 

Mr.  Lamb.  As  far  as  I  know;  yes. 

Senator  Calder.  And  there  is  no  difference  in  the  way  they  do  their 
work? 

Mr.  Lamb.  You  might  be  interested  in  knowing  how  the  average 
examiner  is  appointea:  For  instance,  most  of  the  men  who  are  ex- 
aminers entered  the  service  as  clerks,  as  the  result  of  a  civil-service 
examination.  As  a  rule  they  are  assigned  to  an  examiner  to  write 
out  his  report  and  do  the  clerical  work  in  connection  with  his  examina- 
tion. They  acquire  a  certain  knowledge  of  the  business  by  reason  of 
their  daily  work,  and  as  soon  as  there  is  an  examination  for  tne  position 
of  examiner  these  men  go  in  and  take  the  examination.     They  are  far 
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more  familiar  with  the  merchandise  than  anybody  who  is  not  really 
in  the  importing  business,  and  you  can  not  get  a  man  in  the  business 
to  come  into  the  Government  service  at  the  salaries  paid.  The  result 
is  that  practically  all  these  positions  are  filled  by  the  men  who  have 
come  into  the  service  as  clerks  and  worked  their  way  up. 

I  think  it  is  extremely  remote  that  they  are  actuated  or  motivated 
by  political  purposes  in  making  their  examinations. 

Senator  Smoot.  Do  you  think  a  clerk  who  believed  in  free  trade 
would  not  imconsciousiy  value  those  goods  just  as  low  as  possible  ?  . 

Mr.  Lamb.  I  do  not  think  so,  Senator.  In  the  first  place,  I  think 
it  would  be  detected  before  very  long. 

Senator  Smoot.  I  do  not  mean  to  say  that  he  would  do  so  willfully, 
but  it  seems  to  me  that  unconsciously  his  training,  his  very  belief, 
would  lead  him,  if  he  erred  at  all,  to  do  so  on  the  side  of  putting  goods 
just  as  low  as  possible. 

Mr.  Lamb.  The  trouble  i^  he  would  be  apt  to  be  removed  later, 
because  if  he  passes  the  goods  at  less  than  the  market  value  a  com- 

Setitor  is  apt  to  come  in  at  any  time  and  want  to  know  how  that  is 
one;  then  there  is  an  investigation. 

Senator  Smoot.  He  is  not  removed  always  ? 

Mr.  Lamb.  I  think  where  any  gross  negligence  or  anything  of  that 
sort  occurs 

Senator  Smoot  (interposing).  It  would  be  gross  negligence.  He 
might  err  1  or  2  or  3  per  cent,  and  3  per  cent  amounts  to  a  great  deal 
in  a  year's  business. 

Mr.  Lamb.  You  see.  Senator,  he  can  not  reduce  the  entered  value; 
he  can  not  go  lower  than  that  invoice  or  entered  value;  the  law  pro- 
vides for  that.  The  only  thing  he  can  do  is  to  pass  it  as  entered 
or  increase  it.  If  he  knows  that  it  should  be  increased  and  does  not 
increase  it,  that  immediately  becomes  fraudulent. 

Senator  Smoot.  But,  unconsciously,  he  would  likely  say,  ''That  is 
enough  for  that  fellow  to  pay." 

Senator  McLean.  You  are  speaking  of  examiners  ? 

Mr.  Lamb.  Yes,  sir. 

Senator  McLean.  When  the  appraiser  comes  along  he  can  accept 
the  invoice  value,  and  that  ends  it. 

Mr.  Lamb.  The  appraisers  have  all  been  political  appointments, 
not  the  examiners. 

Senator  Smoot.  That  is  what  I  have  been  speaking  of,  and  that  is 
what  I  characterized. 

Mr.  Lamb.  The  examiner  is  the  man  who  examines  merchandise 
and  compares  it  with  the  invoice,  and  he  is  the  man  who  has  expert 
knowledge  as  to  the  values.  He  passes  on  it  and  forwards  his  finding 
as  a  matter  of  routine  to  the  assistant  appraiser,  and  he  passes  on  the 
examination.  It  is  very,  very  rarelgr  that  the  assistant  appraiser  will 
change  or  correct  the  return  of  an  examiner  in  any  way. 

Senator  Smoot.  Then  there  is  no  need  of  him  and  you  better  get  rid 
of  him. 

statement  of  chables  b.  lawrence,  ttnited  states  special 
attorney,  division  of  customs,  department  of  justice. 

Mr.  Lawrence.  My  name  is  Charles  D.  Lawrence;  United  States 
special  attorney.  Division  of  Customs,  Department  of  Justice,  641 
Washington  Street,  New  York  City. 

Senator  Smoot.  If  you  will  kindly  proceed,  Mr.  Lawrence,  to  in- 
form the  committee  as  to  what  your  experience  has  been  in  relation 
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to  the  undervaluation,  and  also  what  your  ideas  are  as  to  the  advisa- 
bility of  adopting  the  American-valuation  plan  of  procedure. 

Mr.  Lawbenoe.  Mr.  Chairman  and  members  of  the  committee, 
first  I  might  say  that  I  have  been  in  the  Division  of  Customs  of  the 
Department  of  Justice  since  its  creation  in  1910.  Prior  to  that  time 
the  work  of  our  office  was  conducted  as  a  branch  of  the  Treasury 
Department.  In  that  department  I  was  associated  some  six  years, 
ana  was  adopted  by  the  Customs  Division  of  the  Department  of 
Justice  at  the  time  of  its  organization. 

In  presenting  mj  personal  views  on  this  subject,  I  shall  briefly 
state  what  I  conceive  to  be  some  of  the  fundamental  advantages  of 
the  American-valuation  system  over  the  one  which  is  now  in  opera*- 
tion. 

Parentheticalljr,  I  may  say  that  the  first  thought  which  comes  to 
my  mind  is  that  in  readmg.  the  bill  now  before  ^rou  one's  attention  is 
at  once  arrested  by  the  statement  that  it  is  a  bill,  or,  rather  an  act, 
to  produce  revenue,  to  regulate  commerce  with  foreign  coimtries,  to 
encourage  the  industries  of  the  United  States,  and  for  other  purposes. 

With  that  as  the  declared  pohcy  of  the  Congress,  naturally  the 
first  question  to  arise  is  what  means  are^the  most  efficient,  expedient, 
and  teasible  for  accomplishing  its  purpose.  You  have  before  vou 
two  proposed  plans  for  valuation  for  dutiable  purposes,  foreign  valua- 
tion and  American  valuation.  -  With  the  first  you  are  intunat.ely 
acquainted  because  of  the  fact  that  it  has  been  in  operation  for  many 
years,  and  you  are  now  to  determine  whether,  in  view  of  all  the  cir- 
cumstances and  conditions  which  are  disturbing  the  trade  and  com* 
merce  of  the  world,  that  method  is  still  an  adequate  and  satisfactory 
one. 

When  you  have  determined  the  system  of  valuation  or  method  of 
valuation,  which  I  deem  to  be  the  basic  consideration,  the  matter  of 
rate  fixing  then  becomes  one  largely  of  detail.  The  inherent  weak- 
nesses and  difficulties  arising  out  of  the  administration  of  the  foreign- 
valuation  system  have  been  pictured  to  you  and  the  question  is 
whether  that  sjrstem  is  still  adequate,  and  the  American-valuation 
plan  has  been  proposed  as  possessing  greater  merit  and  superior 
advantages.  The  objections  to  it  seem  to  be,  as  I  view  it,  largely 
the  outgrowth  of  speculation  and  fear,  a  natural  hysteria  that  always 
accompanies  any  new  legislation  of  any  importance. 

I  thmk,  however,  that  analysis  of  the  proposed  American-valu- 
ation plan  will  demonstrate  its  superiority  as  a  measure  to  obtain 
the  proper  valuations  for  duty  purposes. 

One  of  the  most  prominent  factors  disturbing  international  trade 
to-day  seems  to  be  the  fluctuation  in  foreign  exchange.  Mr.  Chair- 
man Page,  of  the  United  States  Tariff  Commission,  testifying  before 
this  committee  on  the  25th  day  of  July,  said  that  the  great  argument 
in  its  favor — ^referring  to  the  American-valuation  system — 

is  found  in  the  fact  that  foreign  exchanges  are  very  variable  as  between  this  country  and 
other  countries,  and  they  fluctuate  with  great  violence;  the- exchange  between  Eng- 
land and  America  is  one  Uiing,  the  exchange  between  America  and  Germany  is  another 
thing.  The  same  article  coming  to  this  country  from  England,  therefore,  would  pay 
on  a  foreign  value  a  much  higher  duty  than  the  same  article  if  it  came  to  this  country 
from  Germany. 

And,  further,  Chairman  Page  said : 

That  18  the  great  argument  in  favor  of  American  valuation — that  is^  that  it  will 
remedy  to  some  extent,  at  any  rate,  this  difficulty  in  foreign  exchanges. 
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;  An  argument  which  appeals  to  me  as  of  commandmg  importance 
is  that  an  impartial  admmistration  of  a  tariff  law  which  i^ects  all 
countries  exporting  to  the  United  States  goods  of  a  similar  nature 
produced  at  varying  costs  requires  that  the  basis  for  duty  shall  be 
the  ralue  at  whicn  such  goods  are  sold  in  the  usual  wholesale  quantities 
in  a  country  common  to  them  all,  in  this  case  the  United  States. 

Bearing  m  mind,  if  you  please,  the  legislative  intent  of  this  act  to 
provide  revenue  and  to  encourage  the  inaustries  of  the  United  States, 
why  should  you  not  in  addition  to  fixing  your  rates  in  the  United 
States  fix  the  dutiable  value  in  the  Unit^  States  upon  the  basis  of 
prices  prevailing  in  the  United  States?  Instead  of  seeking  out  the 
markets  of  the  world,  of  which  there  are  scores,  in  order  to  find 
values,  as  we  are  doing  to-day,  why  would  it  not  be  a  much  simpler, 
more  efficient,  scientims  and  accurate  method  to  find  the  value  of  all 
imported  commodities  where  such  values  may  be  found  at  first  hand, 
and  if  the  information  or  the  evidence  can  not  be  obtained  by  volun- 
tary contribution  its  production  can  be  secured  by  judicial  process, 
as  those  in  possession  of  it  are  amenable  to  our  laws  ? 
.  Under  the  system  in  voffue  to^ay,  however,  we  are  compelled  to 
scour  the  four  comers  of  tna  globe^if  a  globe  may  be  saia  to  have 
comers— for  evidence  of  values,  and  if  our  foreign  friends  decline  to 
give  us  the  information  we  need,  we  have  no  recourse. 

My  colleague,  Mr.  Lamb,  has  explained  to  you  the  difficulties 
which  result  from  the  fact  that  foreigners  at  times  will  refuse  to 
disclose  information.  It  might  be  suggested  that  we  could  compel 
the  production  of  evidence  by  laying,  in  effect,  an  embargo  if  they 
declined  to  give  the  information.  But  that  would  result,  I  fear,  in 
irritation  and  diplomatic  embarrassments  which  I  think  ought  to 
be  avoided  if  possible. 

So  that  the  matter  of  securing  evidence  from  abroad  does  not  appeal 
to  me  as  a  satisfactoiy  one.  As  a  matter  of  fact,  we  are  frequently 
confronted  with  a  difficulty,  after  we  secure  evidence  through  the 
medium  of  our  special  agents,  in  that  the  evidence  fails  of  its  purpose 
because  the  courts  will  decline  to  receive  it  on  the  ground  that  it  is 
hearsay;  the  one  who  procures  it  is  not  before  the  court  for  cross- 
examination.  But  it  is  obvious,  of  course,  to  you  gentlemen  how 
much  better  and  with  what  greater  assurance  we  can  proceed  to 
procure  evidence  from  men  who  are  subject  to  our  compulsoiy 
processes. 

There  are  other  advantages  which  I  might  enumerate,  namely,  that 
the  American-valuation  plan  would  increase  the  revenue  in  certain 
cases  in  that,  whereas  the  cost  of  similar  products  might  be  subject 
to  considerable  variation,  they  would  always  be  valued  alike  for 
dutjr  purposes.  It  would  in  effect  be  placing  merchandise  upon  a 
specific-duty  basis. 

Senator  Jonbs.  Well,  do  you  mean  by  that  statement  that  this 
basis  would  not  be  changed  from  day  to  aay  and  from  week  to  week 
so  as  to  comply  with  the  terms  of  the  law  as  it  is  written,  that  the 
American  valuation  as  of  a  certain  date  shall  be  the  basis  ? 

Mr.  Lawrence.  Precisely.  The  price  prevailing  in  this  country 
would  be  the  basis  for  appraising  merchanctise  on  the  day  of  shipment. 

Senator  Jones.  That  would  vary  from  day  to  day,  would  it  not, 
and  from  week  to  week  ? 

Mr.  Lawrence.  It  might. 
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Senator  Jones.  Do  you  not  think  it  would  ? 

Mr.  Lawrence.  Not  necessarily. 

Senator  Jones.  Does  it  not  ao  so  now?  Are  not  those  prices 
varying  from  day  to  day  now? 

Mr.  Lawrence.  I  would  not  say  they  were  varying  from  day  to 
day;  I  will  say  they  are  subject  to  variation  from  day  to  day. 

Senator  Jones.  Do  you  know  anything  about  prices  in  this  country  ? 

Mr.  Lawrence.  I  ao  not  believe  I  do,  Senator. 

Senator  Jones.  From  your  remarks,  I  agree  with  you. 

Mr.  Lawrence.  Prices  are  varying  everywhere,  I  suppose,  but  not 
necessarily  from  day  to  day.     I  say  they  are  subject  to  variation. 

Senator  McLean.  Suppose  they  vary  from  day  to  day — what  then  ? 

Mr.  Lawrence.  Then  the  dutiable  value  would  vary  accordingly. 

Senator  McLean.  Of  course. 

Senator  Smoot,  Sometimes  it  varies  in  a  foreign  country  ? 

Mr.  Lawrence.  Certainly. 

Senator  McLean.  It  seems  to  me  that  is  fair. 

Mr.  Lawrence.  I  was  about  to  say  it  would  give  us  increased 
protection  in  that  opportunities  for  evasion  would  be  greatly  reduced, 
and  it  would  discoiu*age,  if  not  entirely  eliminate,  fraudulent  under- 
valuation. Furthermore,  it  would  have  a  tendency  to  break  up 
efforts  of  foreign  trade  combinations  and  afford  us  better  protection 
against  low-cost  nations. 

I  have  no  doubt  that  litigation  would  be  temporarily  stimulated, 
but  I  think  that  would  be  true  imder  any  tariff  act  that  you  might 
enact.  I  can  not  conceive  of  any  law  bein^  enacted — and  I  mean 
no  criticism  of  your  legislative  acumen  ana  sagacity  when  I  say 
this — that  would'be  so  nearly  perfect  that  astute  coimsel  would  not 
find  some  points  of  attack,  because  they  are  always  ready  to  seize 
upon  and  challenge  the  construction  placed  upon  the  law  by  those 
having  to  do  vath  its  administration. 

One  more  point  and  I  am  through.  You  might  th^nk  at  first 
blush,  after  listening  to  the  discussions  which  have  taken  place  here, 
that  the  ouestion  of  American  valuation  is  something  entirely  new. 
But,  in  a  limited  sense,  it  is  not  new.  Omitting,  if  you  please,  any 
consideration  of  American  valuation  in  the  formative  days  of  our 
Government  and  coming  down  to  a  less  remote  period,  you  will  find 
that  in  the  Dingley  Act  of  1897  it  was  made  ' 'lawful"  for  appraising 
officers  to  'Hake  into  consideration''  American  wholesale  selling 
prices.  In  the  Payne-Aldrich  bill  of  1909  that  rule  was  extended 
and  made  an  alternative  method  of  finding  value.  Of  course,  I  do 
not  mean  to  say  to  you  that  it  was  the  same  system  that  we  are  advo- 
cating to-day,  but  the  system  of  American  valuation,  in  its  modified 
form,  was  before  us  and  was  used  as  a  method  of  figuring  back  to  the 
foreign  value. 

Now,  if  I  remember  correctly,  when  that  measure  was  before  Con- 
gress in  1909  it  was  bitterly  assailed  by  the  importing  fraternity  as  a 
very  obnoxious  law  and  it  was  heralded  by  the  press  as  one  of  the 
greatest  tariff  jokers  ever  perpetrated,  and  by  other  opprobrious 
terms;  yet  we  find  it  in  the  Underwood  bill  of  1913,  and  it  was  re- 
enacted  into  law  without  protest.  So  that  with  these  limitations  the 
system  of  American  valuation  has  been  under  consideration  and  in 
use,  to  some  degree  at  least,  for  24  years. 
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I  do  not  mean  to  assert  that  this  system  would  be  entirely  free 
from  imperfections,  but  all  things  considered,  weighing  its  advantages 
against  its  disadvantages  and  measuring  it  by  tne  foreign-valuation 
system,  I  have  no  douDt  that  it  will  prove  an  expedient  and  workable 
process  of  valuation,  and  if  adopted,  I  have  every  confidence  in  the 
ability,  intelligence,  and  wisdom  of  Congress  to  compose  rules  of 
action  which  will  be  appropriate  to  its  efficient  and  successful  opera- 
tion. 

Senator  McLean.  One  of  the  principal  objections  by  importers  is 
that  they  will  not  know  what  tneir  cost  price  is  goin^  to  be  three 
months  ahead  of  time.     What  have  you  to  say  about  uiat  ? 

Mr.  Lawrence.  Senator  McLean,  it  seems  to  me  that  a  business 
man  would  not  place  orders  for  merchandise  very  far  ahead  without 
some  approximate  knowledge  of  what  it  'would  be  worth  in  this- 
market  when  the  goods  arrive.  It  seems  to  me  it  is  his  business  ta 
know  and  to  find  out  before  he  places  his  orders. 
*  Senator  McLean.  After  the  thing  had  been  running  a  little  while, 
would  it  not  be  inevitable  that  the  prices  would  become  fixed  in 
this  country  ? 

Mr.  Lawrence.  I  think  so. 

Senator  McLean.  Don't  you  suppose  there  would  be  difficulty  in 
knowing  what  the  rate  was  going  to  be  ?  It  certainly  could  be  ascer- 
tained as  accurately  as  it  is  now  with  regard  to  foreign  value. 

Mr.  Lawrence.  1  think  so,  Senator  McLean, 

Senator  McLean.  Well,  I  want  your  opinion  on  that,  because  that 
is  one  of  the  objections  raised  by  the  importers. 

Mr.  Lawrence.  That  is  my  opinion,  Senator. 

Senator  Calder.  That  is  true  of  stable  articles,  but  how  about  the 
novelties  ?  The  buyers  go  to  Europe  in  the  spring  or  the  winter  to 
buy  for  the  later  season.  They  look  around  and  see  what  things  are 
good  for  the  market  and  then  they  purchase.  These  goods  are 
usually  manufactured  from  samples  and  they  make  deliveries  six 
months  afterwards.  Is  it  not  goin^  to  be  difficult  for  the  foreign 
buyer  to  have  any  knowledge  of  what  the  market  price  will  be? 

Mr.  Lawrence.  I  think  there  will  be  uncertainties  and  inequalities 
in  this  law  just  as  there  have  been  in  other  laws,  but  my  point  i& 
that  the  advantages  of  this  proposed  method  of  valuation  will  out- 
weigh its  disadvantages,  considered  not  only  by  itself  but  measured 
by  tne  foreign-valuation  system. 

Senator  Smoot.  There  is  another  thing.  Senator  McLean.  When 
a  purchaser  goes  to  Europe  to  buy  goods  he  sees  samples  that  are 
onered  him  there.  He  passes  judgment  on  them  as  to  whether  those 
goods  can  be  sold  in  this  country  in  competition  with  other  goods 
made  in  this  country.  If  his  junkmen t  tells  him  that  they  can  not 
be,  then  he  will  not  buy  them.  He  will  only  buy  them  in  case  he 
feels  that  they  can  be  sold  in  this  country  at  a  profit. 

Senator  Jones.  The  answer  to  that  seems  to  oe  this.  Every  man 
wants  to  know  what  he  has  to  pay  for  merchandise  and  what  its 
cost  is  going  to  be.  Under  the  present  system  he  can  know  absolutely 
when  he  is  Duying. 

Senator  Calder.  I  do  not  think  he  can,  because  the  valuation  of 
the  imports  is  based  on  the  date  the  goods  leave  the  other  side.  It 
may  be  six  months  afterwards. 

Senator  Jones.  He  will  know  what  the  goods  are  going  to  cost 
within  a  small  margin,  but  under  this  system  he  can  not  know  what 
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the  goods  are  going  to  cost  him  in  the  United  States,  and  he  mi^ht 
"be  willing  to  take  the  risk,  knowing  what  he  has  to  put  into  nis 
investment;  whereas  he  would  not  be  willing  to  take  the  risk  if  he 
did  not  know  what  the  cost  of  the  goods  was  going  to  be. 

Senator  Smoot.  You  do  not  mean  to  say  that  the  goods  will  in- 
crease in  this  market  more  than  in  a  foreign  market  during  the  same 
length  of  time  ? 

&nator  Jokes.  I  do  not  know  about  that. 

Senator  Smoot.  Well,  that  is  the  point. 

Senator  Jones.  But  when  be  buys  his  goods  he  can  know,  within 
reasonable  limitations,  the  amount  of  tax  that  is  to  be  put  on  under 
the  present  system,  but  under  this  other  system  he  can  not  possibly 
know  that. 

Senator  Smoot.  He  absolutely  knows,  because  of  the  fact  that  he 
knows  what  he  purchases  for  ana  what  he  is  going  to  sell  for. 

Senator  Jones.  There  are  two  elements  to  consider — the  element 
of  variation  of  values  in  the  American  market  and  the  element  of 
variation  of  value  in  the  foreign  market. 

Senator  McLean.  And  besides  that  there  is  also  the  element  of 
exchange.     If  it  is  a  rising  market,  he  may  find  himself  in  difficulties. 

Senator  Jones.  Those  he  would  have  imder  either  system. 

Senator  McLean.  Oh,  no;  not  under  the  American  valuation. 

Senator  Smoot.  Oiu:  exchange  does  not  change.  Our  dollar  is 
worth  100  cents. 

Senator  McLean.  But  if  he  has  to  pay  for  goods  in  francs  now,  or 
six  months  from  now,  he  has  got  to  know  what  they  are  going  to 
cost  him. 

Senator  Jones.  That  will  be  the  case  either  wav. 

Senator  McLean.  But  it  would  not  affect  the  duty. 

Senator  Jones.  Oh,  no;  that  part  will  not. 

8X7PPLEMENTAL  STATEMENT  OF  THOMAS  J.  DOHBBTY,  BEPBE- 
SENTINQ  THE  NATIONAL  COT7NCIL  OF  AHEBICAN  IMPOBTEBS 
AND  TBADEBS. 

All  through  the  somewhat  voluminous  arguments  and  statements  of  the  various 
interests  who  are  urging  the  substitution  of  a  scheme  of  domestic  valuation  of  imports 
in  place  of  Uie  present  system  there  has  been  a  presistent  and  studied  attempt  to 
inauce  Congress  and  the  public  generally  to  believe  that  this  scheme  is  put  forward 
only  to  meet  an  emergency  due  to  the  fluctuations  in  foreign  exchange.  The  allega- 
tion has  also  been  made  that  the  scheme  is  necessary  to  counteract  attempts  of  importers 
to  undervalue  their  goods. 

This  is  distinctly  an  attempt  to  mislead  Confess  and  the  people.  This  new  valua- 
tion scheme  is  not  an  emergency  measure  devised  in  good  faith  to  meet  present  day 
contingencies.  Its  adoption  by  the  House  of  Representatives  in  the  pending  bill 
is  the  fruition  of  a  long  continued  and  pertinacious  campaign.  As  long  ago  as  1908, 
,  to  the  writer's  knowledge,  this  scheme  was  proposed  to  the  Ways  and  Means  Committee 
when  it  hegfin  to  consider  the  revision  of  me  tariff  in  that  year,  and  it  was  again  pre- 
sented to  the  Ways  and  Means  Committee  and  to  the  Senate  Finance  Committee 
during-  the  revision  of  1913,  and  it  was  urged  upon  the  Tariff  Commission  in  1917. 
At  none  of  those  times  was  there  any  depreciation  of  foreign  currency  and  at  none  of 
those  times  was  there  any  real  foundation  for  the  allegations  of  undervaluation.  This 
American  valuation  scheme  is  not  at  all  the  result  of  an  attempt  to  meet  exchange 
conditions,  and  it  is  not  too  much  to  suggest  that  its  presence  in  the  bill  as  it  passed 
the  House  is  due  rather  to  the  persistent  propaganda  in  its  favor  than  to  fluctuations 
in  exchange. 

It  woula  seenTthat  imder  the  circumstances  the  proponents  of  this  legislation  would 
have  evolved  a  plan  of  valuation  which  would  be  practical  and  practicable  and 
would  meet  the  well-known  conditions  of  business.  It  naa  already  been  fully  demon- 
strated that  the  plan  as  it  appears  in  section  402  of  H.  R.  7456  is  neither  practical  nor 
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practicable,  aod  it  fails  wholly  to  provide  for  the  traoaactioiis  of  internatLonal  conk' 
merce.  It  ifl  not  necessary  again  to  advert  to  the  ambiguous  and  varied  meanings  of 
the  terms  it  uses.  Dr.  Thomas  Walker  Page,  president  of  the  Tariff  Commission, 
said  frankly  in  his  statement  before  the  Finance  Committee  on  July  25,  1921,  that 
his  perusal  of  the  pending  bill  did  not  enable  him  to  say  how  the  appraisets  are 
going  to  ascertain  the  American  value.  It  is  significant  that  no  one  who  has  yet 
appeared  before  the  committee  has  been  able  to  indicate  a  practicable  plan  for  so 
doing.  And  this  extreme  uncertainty  as  to  how  this  plan  will  work  is  its  outstanding 
vice.  Dr.  Page  said  further  in  his  statement  to  the  committee:  "The  importer  will 
be  obliged  to  take  his  chance  as  to  what  American  product  the  importer's  goods  will 
be  comparable  with. "  And  further:  "  Different  appraisers  mi^bt  then  choose  differ- 
ent commodities  as  comparable.  *'  Another  objection  to  the  hill  as  it  stands  is  that 
it  completely  revolutionizes  the  whole  system,  of  appraising  merchandise  for  duty 
without  even  the  groundwork  of  facts  and  figures  which  were  always  considered 
necessary  in  normal  times  to  guide  Congjress  in  revising  the  tariff  law. 

Proof  of  this  is  found  in  utterances  of  Members  in  both  Houses.  Notable  among 
these  is  the  following  statement  of  Congreasman  Nicholas  I/>ngworth,  member  of  the 
Ways  and  Means  Committee,  in  a  signed  article  in  the  New  York  Times  of  April  10, 
1921,  which  was  two  months  after  the  close  of  the  hearings  before  that  committee  and 
after  he  had  had  a  chance  to  peruse  and  digest  them  fully.    He  said: 

"The  situation  which  faces  the  Republican  members  oi  the  Ways  and  Means  Com- 
mittee to-day  is  infinitely  complicated.  In  the  first  place,  the  times  are  entirely 
abnormal.  Costs  of  production,  not  only  abroad  but  at  home,  are  extremely  High, 
and  in  many  cases,  impossible  of  accurate  ascertainment,  Wlien  producers  themselves, 
as  is  ver>'  frequentl>r  the  case,  can  not  tell  us  what  their  competitors'  costs  are  or  even 
their  own,  it  is  asking  a  good  deal  of  us  to  prepare  tariff  schedules  which  shall  be 
scientifically  accurate. '^ 

Again  in  the  report  of  the  hearing  before  the  Finance  Committee  on  July  25,  1921, 
we  find  the  following  colloquy: 

"('ommissioner  Page.  Do  you  regard  the  information  used  by  the  Oommittec  on 
Ways  and  Means  as  not  bein^  satisfactory  for  fixine:  rates? 

"Senator  McIvUmbek.  1  have  looked  in  vain  so  far  to  find  a  foundation  on  which 
to  work  on  the  American  valuation," 

A  careful  comparison  of  the  rates  of  duty  as  fixed  in  the  new  bill  based  upon  tho 
value  of  the  articles  in  domestic  markets  with  the  rates  carried  by  the  present  law  and 
with  those  of  the  Payne-Aldrich  Act  of  1909  justifies  the  statement  that  this  new 
scheme  has  for  its  purpose  the  unwarrantable  and  inordinate  raising  of  duties  op 
foreign  imports  without  seeming  to  do  so.  This  impression  is  confirmed  by  an  exami- 
nation of  the  extravagant  statements  made  by  various  domestic  manufacturers  who 
have  appeared  before  tho  Finance  Committee  during  the  hearings  on  this  subject. 
The  conclusion  is  unavoidable  that  the  one  desire  of  these  manufacturers  is  to  V)ring 
back  the  conditions  obtaining  during  the  war  when  they  had  no  forei!»n  competition 
whatever  and  when  they  could  ask  anv  price  they  pleased  for  their  products  and  sell 
them  on  any  terms  they  pleased.  Tnere  is  no  dealer  or  merchant  but  what  has  a 
vivid  recollection  of  tho  "sellers'  market"  and  what  it  meant  to  them. 

The  actual  effects  of  the  new  duties  in  the  way  of  establishing  selling  prices  of  com- 
modities greatly  higher  than  have  been  hitherto  known  conseouent  upon  the  relatively 
enormous  rise  m  the  amount  of  dutv  imposed  and  to  be  collected,  is  shown  by  the 
tabulated  statement  introduced  at  tlie  hearing  of  August  2,  1921,  but  printed  in  the 
pamphlet  containinp^  the  hearing  of  August  4, 1921.|  The  figures  given  in  this  state- 
ment are  mathematically  correct  and  the  selling  price  as  there  ^ven  has  been  t-ested 
by  comparison  between  the  c.  i.  f.  costs  at  the  port  before  duties  are  paid  with  the 
selling  price  at  which  the  importer  must  sell  after  computing  thereon  the  duties 
imposed  by  the  Ford ney  bill. 

There  is  another  point  of  uncertainty  in  connection  with  this  valuation  measure 
which  has  not  been  successfully  met  but  on  the  contrary  has  been  evaded.  This 
reference  is  to  the  phrase  in  section  402  '4n  the  principal  market  or  markets  of  the 
United  States."  There  may  be  several  or  many  principal  markets  for  different  com- 
modities in  the  United  States,  the  value  diiTermg  in  each  market.  This  must  be  so 
in  view  of  the  great  geographical  extent  of  the  United  States,  and  yet  no  way  has 
been  pointed  out  how  this  difficulty  is  to  be  met.  It  is  plain  that  there  can  not  be 
more  than  one  market  value.  It  is  intolerable  that  identical  goods  exported  on  the 
same  dav  but  arriving  at  different  ports  in  the  United  States  shall  be  appraised  at 
different  values  and  consequentlv  pay  different  duties  on  entering  the  United  States. 
The  United  States  Supreme  Court  in  Passavant  v.  United  States  (169  U.  S.,  16)  took 
occasion  to  remark  that  the  tariff  act  does  not  contemplate  two  prices  or  two  market 
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values.  Ab  to  this,  a  quotation  from  an  opinion  rendered  by  Daniel  Webster  when 
Secretary  of  State  is  directly  pertinent  and  is  of  singular  interest  at  this  time.  For 
the  quotation  we  are  indebted  to  a  letter  of  Everett  P.  Wheeler,  printed  in  the  New 
York  Times  of  Auflust  5,  1921: 

"In  support  of  tnis  opinion,  the  undersigned  suggests,  in  the  first  place,  the  great, 
if  not  the  insormountable,  difficulties  of  establishing  a  home  valuation  at  any  port, 
^thout  runninff  the  risk  of  producing  such  diversity  in  the  estimates  of  value,  as 
shall  not  only  lead  to  great  practical  inconvenience,  but  interfere,  also,  in  effect, 
with  the  constitutional  provisions,  that  duties  and  imposts  shall  be  equal  in  all  States. '  * 

May  we  also  submit  as  a  part  of  this  memorandum  the  following  editorial  article 
from  the  New  York  Evening  Post  of  August  2, 1921: 

''ths  ambrican  valuation  plan. 

''Expert  study  of  the  American  valuation  provision  of  the  Fordney  tariff  bill  more 
than  confirms  the  first  doubts  of  its  advisability.  Those  doubts  centered  around  three 
points:  (1}  The  extremely  high  rates  which  would  result  in  many  cases  from  taking 
^e  Amencan  price  instead  of  the  foreign  price  as  the  basis  of  calculation,  (2)  the 
difficulty  of  applying  the  scheme,  (3)  the  consequent  uncertainty  as  to  what  the  duties 
actually  assessed  would  be.  While  any  one  of  these  three  objections  is  fatal,  it  is  the 
third  objection  which  most  troubles  the  importer.  The  best  tariff  bill  is  iMftd  if  it 
introduces  any  considerable  amount  of  uncertainty  into  business.  Now,  it  would  not 
be  easy  to  devise  an  arrangement  which  would  create  so  much  uncertainty  as  this 
American  valuation  plan.  Fifteen  per  cent  on  the  American  valuation  of  an  article 
may  mean  30  per  cent  or  60  per  cent  on  the  cost  of  the  article  abroad.  The  importer 
has  no  way  of  knowing  how  much  it  will  mean.  The  American  valuation  plan  might 
properly  be  described  as  a  plan  to  make  importing  not  a  business,  but  a  gamble. 

'  '^The  worst  objection  to  the  plan,  however,  is  its  unworkability .  It  puts  im  impos- 
sible task  upon  the  customs  omcials.  What  is  the  American  valuation  of  an  article? 
Is  it  the  price  at  which  it  sells  in  New  York  or  Pittsburgh  or  San  Diego?  In  practice 
the  officials  would  be  driven  to  that  despair  of  the  importer — an  arbitrary  figure. 
Then  would  come  appeals  to  the  courts  and  the  long  process  of  judicial  adjustment. 
The  more  the  appraisers  have  looked  into  the  applicability  of  the  plan  the  more  they 
have  felt  like  throwing  up  their  hands.  And  they  are  not  a  set  of  persons  who  are 
unaccustomed  to  intricate  problems.  The  best  evidence  of  the  soundness  of  their 
feeling  against  the  plan  is  the  fact  that  the  Senate  Finance  Committee,  in  its  hearings 
on  the  bill,  was  obviously  impressed  with  the  reasoning  of  an  official  of  the  New  York 
customhouse.  Investigation  since  those  hearings  has  only  made  the  fundamental 
defect  of  the  plan  clearer.    It  'should  be  stricken  hx>m  the  bill.'' 

In  conclusion  we  b^  to  point  out  the  utter  fallacy  of  the  statement  so  frequently 
made  by  the  backers  oi  this  scheme  that  it  will  cure  the  difficulties  ascribed  by  them 
to  the  aepredation  of  foreign  currencies,  and  that  it  will  likewise  remedy  the  ine- 
quality that  now  exists  at  the  port  of  entry  between  goods  from  low-cost  countries  and 
goods  from  high-cost  countries. 

The  first  of  these  propositions  is  based  on  the  grotesque  idea  that  merchandise  from 
foreif^n  countries  whose  currencies  are  seriously  depredated  is  coming  to  this  country 
and  IS  being  appraised  and  passed  by  our  appraisers  at  the  same  number  of  units  of 
the  depreciated  currency  as  the  goods  were  formerly  invoiced  at  when  said  currency 
was  of  full  value.  The  action  of  these  people  in  repeatine  this  statement  after  its 
error  has  been  repeatedly  and  conclusively  demonstrated  before  this  committee  fairly 
indicates  that  the  truth  has  no  appeal  for  them.  For  tiie  facts  in  connection  with  thus 
question  the  reader  is  referred  to  the  hearing  of  April  22,  1921,  before  the  Senate 
Finance  Committee,  when  it  was  considering  tne  so-called  emergency  tariff  bill. 

In  respect  to  the  second  proposition,  namely,  that  by  appraisins;  goods  upon  the 
basis  of  their  selling  price  in  this  country  the  dicndvantage  wnich  a  nigh-cost  coimtry 
suffers  now  as  compared  with  a  low-cost  coimtry  will  be  abolished,  it  is  sufficient  to 
say  that  putting  an  additional  burden  upon  the  goods  from  these  respective  countries 
does  not  have  the  effect  of  equalizing  the  landed  cost  of  such  gocxis.  Iliere  is  no 
question  but  that  this  bill  as  it  stands  heavily  increases  the  import  duties,  and  it  is 
not  clear  how  putting  an  additional  burden  upon  high-cost  Canadian  gooas,  for  ex- 
ample, and  upon  low-cost  Japanese  goods,  for  example,  is  any  benefit  to  the  Canadian 
eoods.  All  tnat  this  new  system  does  is  to  insure  they  all  pay  the  same  amount  of 
duties,  but  it  is  plain  that  the  same  amount  of  duties  added  to  tne  varying  production 
costs  of  different  countries  does  not  alter  their  relative  position  toward  one  another. 
Furthermore,  it  is  very  poor  economy  to  put  a  heavy  additional  burden  upon  the 
American  consumer  in  the  belief  that  some  one  foreign  country  will  be  benefited  at 
the  expense  of  another.  No  reasonable  American  importer  or  consumer  objects  to  a 
rate  of  duty  that  will  insure  proper  protection  for  domestic  manufacturers,  but  it  is 
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asking  a  little  too  much  for  them  to  submit  to  further  exactions  so  as  to  |»otect  one 
foreign  country  against  another. 

Upon  the  whole  case  we  uree  that  in  view  tji  the  fact  that  all  market  prices  and 
values  are  in  a  state  of  flux,  which  is  necessarily  temporair  in  chaxacter,  tlie  present 
is  a  wholly  inopportune  time  to  undertake  a  revision  of  the  tarifif,  which  involves  a 
complete  cluuige  in  the  system  of  appraising  merchandise;  which  will  put  the  most 
Bkilmil  and  most  experienced  of  our  customs  appraisers  under  the  necessitv  of  learning 
their  business  all  over  again,  and  which  finally  will  render  obsolete  and  useless  the 
accumulated  knowledge  of  values  and  rules  of  appriasement  that  have  stood  the  test 
for  100  years. 

Importers  do  not  object  to  any  rates  of  duty  that  the  wisdom  of  Congress,  may  deend 
it  necessary  to  impose  on  foreign  merchandise.  All  they  ask  is  that  the  duties  be 
imposed  in  such  a  way  that  merchants  will  know  what  they  are  goine  to  be.  The  bill 
as  submitted  now  makes  it  impossible  for  merchants  to  know  what  their  foreign  goods 
will  cost  them  landed,  and  this  uncertainty  will  prove  fotal  to  business.  It  is  not  too 
much  to  say  that  if  the  Senate  should  accept  tnis  American  valuation  provision  as 
it  stands  the  business  of  importing  in  so  fiur  as  it  is  affected  by  this  measure  will  cc«ne 
to  a  complete  standstill,  lliis  is  not  the  time  to  inject  additional  confusion  and  uncer> 
tainty  into  the  business  world.    There  is  enough,  and  to  spare,  now. 

LBTTER  OF  THE   CANADIAN  OOMKI88IONBB  OF    CUSTOX8    AND 
BXCI8B  IN  ANSWBB  TO  STATBICBNTS  OF  THOMAS  J.  DOHBBTT.^ 

.  Ottawa,  Canada,  September  10 ^  1921. 

Hon.  BOIBB  PXNBOSB, 

Chavrman  United  Statei  Senate  Committee  on  Finance,  Waehington,  D.  C. 

Dbab  Sib:  Mv  attention  has  been  called  to  statements  made  by  Mr.  Thomas  J. 
Doherty,  New  York  City,  before  your  conmiittee  on  Aufust  2  last,' in  which  he  makes 
referencfts  quoted  hereunder  to  an  interview  he  had  with  me  some  time  ago  respecting 
importations  of  goods  into  Canada  by  his  principals,  Messrs.  Creoige  Bo^^dt  A  Co. 

Mr.  Doherty  states  that  the  recent  amendment  to  the  customs  act  respecting  value 
for  duty  of  goods  imported  from  countries  where  the  currency  is  depreciated  was 
determined  upon  *' against  the  advice  of  the  minister  of  customs  and  the  commissioner 
of  customs,  who  warned  him  (the  minister  of  finance)  that  the  legislation  was  not 
advisable,  out  that  he  chose  to  ignore  their  views,  and  the  result  is  they  are  not  getting 
the  goods  they  want."  He  further  states  that  "instead  of  getting  a  large  revenue 
from  those  goods  they  are  getting  none  at  all." 

These  statements  are  absolutely  false  and  untrue,  and  were  not  made  by  the  com- 
missioner of  customs  to  Mr.  Doherty,  as  stated. 

I  may  add  that  the  bill  to  amend  the  customs  act  in  the  particular  referred  to  was 
introduced  in  Ftoliament  by  the  minister  of  customs  and  not  bj  the  minister  of 
finance,  and  that  I,  as  commissioner  of  customs,  did  not  speak  or  write  to  any  minister 
or  official  of  the  Canadian  Government  concerning  the  matter. 

I  am  making  a  statutory  declaration  as  to  the  truth  of  the  statements  herein  con- 
tained, and  would  request  that  these  documents  be  placed  on  the  record  of  your  com- 
mittee in  rebuttal  of  the  statements  made  by  Thomas  J.  Doherty. 
Yours,  faithfully, 

R.  R.  Fabbow, 
Commietioner  of  Cuetoms  and  Ihcdse, 

[Inclosure.] 
County  op  Cableton, 

Province  of  Ontario: 

I,  Robinson  Russell  Farrow,  of  the  city  of  Ottawa,  in  the  county  of  Carletou;  in 
the  Province  of  Ontario,  commissioner  oi  customs  and  excise,  do  solemnly  declare 
that  the  statements  made  by  Thomas  J.  Doherty,  as  contained  in  the  printed  record 
of  the  United  States  Senate  Committee  on  Finance  and  referred  to  in  my  letter  of 
this  date  to  the  chairman  of  that  committee,  are  absolutely  false  and  untrue. 

And  I  make  this  solemn  declaration,  conscientiously  believing  it  to  be  true,  and 
knowing  that  it  is  of  the  same  force  and  effect  as  if  made  under  o£^h,  and  by  virtue  of 
the  Canada  evidence  act. 

R.  R.  Farrow. 

Declared  before  me  at  Ottawa,  in  the  coimty  of  Oarleton,  in  the  Province  of  Ontario, 
this  10th  day  of  September,  A.  D.  1921. 

Ohas.  0.  Blair, 
Assistant  Commissioner^  Etc. 

>  For  further  referenoe  to  this  matter  see  statement  of  Thomas  J.  Doherty  in  Appendix  (last  voliune). 
*  See  pp.  283-284. 
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Wednesday,  August  3, 1921. 

United  States  Senate, 

CoifMITTEE   ON   FINANCE.- 

The  committee  met,  pursuant  to  adjourmnent,  in  room  312,  Senate 
Office  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boies  Penrose  presiding. 

Present:  Senators  Penrose  (chairman),  McCumber,  Smoot,  La  FoT- 
lette,  Curtis,  McLean,  Reed,  Calder,  Walsh,  and  Sinmions. 

The  Chairman.  The  committee  will  come  to  order. 

There  are  some  Government  experts  who  are  to  appear  here  at  the 
request  of  Senator  Smoot  on  the  question  of  valuation,  but  in  order 
to  accommodate  those  gentlemen  who  are  here,  by  consent  of  the 
committee,  to  be  heard  to-day,  the  Government  people  will  please 
wait  until  a  convenient  opportimity  presents  itself  later  to-day  or 
to-morrow.  The  committee  will  now  proceed  to  hear  those  who 
desire  to  make  statements  on  the  various  phases  of  the  dye  question. 

Senator  Smoot.  Judging  from  the  long  list  of  names  here,  it  is 
evident  that  it  will  take  two  or  three  davs  to  hear  every  one  of  these 
witnesses.  Therefore,  would  it  not  be  the  proper  thing  to  let  inter- 
ested parties  select  one  to  speak  for  them  2  I  suppose  there  will  be 
gentlemen  here  to  speak  against  the  embargo  and  some  who  will 
speak  for  the  embargo  on  dyestuffs.  It  seems  to  me  that  the  com- 
mittee can  ^et  more  information,  and  that  it  would  be  more  easily 
considered  By  every  member  of  the  committee,  if  the  interestea 
parties  would  select  one  man  and  give  hun  ample  time  to  present  his 
case  to  the  committee,  rather  than  have  all  these  gentlemen  on  this 
long  list  to  ^o  over  the  same  subject  matter.  I  simply  suggest  that, 
but  I  do  think  that  it  would  be  better  for  the  parties  interested  as 
well  as  for  the  committee. 

The  Chaibman.  It  would  be  infinitely  better  for  aU  parties  con- 
cerned if  such  an  arrangement  could  be  made.  The  conmdttee  has 
just  had  two  days  of  hearings  on  the  American  valuation  plan,  and 
it  has  heard  gentlemen  who  have  largely  repeated  what  nas  been 
said  by  prece£ng  witnesses,  so  that  it  becomes  very  tedious  to  the 
comimttee.  It  ceases  to  be  instructive  and  renders  the  whole  discus- 
sion a  little  ineffective. 

Moreover,  in  this  particular  matter  I  desire  to  call  the  attention  of 
the  committee  to  the  fact  that  hearings  were  had  before  the  Finance 
Committee  on  the  dyestuffs  question  on  December  &,  9,  10,  11,  12, 
and  13, 1919,  and  on  January  12, 1920,  and  those  hearings  are  printed 
for  the  use  of  the  members  of  the  Finance  Committee.  1  have  reason 
to  believe  they  have  been  carefully  examined  by  every  member  of  the 
committee,  and  I  know  that  some  of  the  gentlemen  who  want  to  be 
heard  to-day  have  already  been  heard  f ulfy  and  that  their  views  are 
in  print  in  this  very  interesting  pamphlet.  They  certainly  do  not 
want  to  be  heard  again. 
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Senator  La  Follette.  I  want  to  hear  them  again. 

The  Chairman.  You  do  ? 

Senator  La  Follette.  For  cross-examination. 

The  Chairman.  I  will  call  in  any  of  those  whom  the  Senator  from 
Wisconsin  wishes  to  cross-examine.  I  assume  he  has  read  carefully 
what  they  have  said. 

Senator  La  Follette.  No,  I  have  not. 

The  Chairman.  Then  I  will  appoint  Senator  La  Follette  a  Sub- 
committee of  one  to  hear  them. 

Senator  Watson.  The  hearings  of  the  Committee  on  Finance  ran 
for  many  davs.  I  speak  now  of  the  subcommittee.  I  notice  that 
Mr.  SchoenicK,  Gen.  Fries,  Mr.  Demming,  Mr.  Metz,  and  Mr.  McFar- 
land  appear  on  this  long  list,  and  I  want  to  say  that  they  have  testified 
before  and  were  cross-examined. 

Of  course,  it  seems  to  me  that  unless  there  is  some  peculiar  occasion 
for  it,  their  testimony  has  been  largely  taken,  because  they  have 
covered  their  entire  case.  It  was  men  a  new  question  and  they 
went  into  it  very  thoroughly,  so  that  if  they  have  nothing  new  now 
to  offer  and  no  new  light  to  throw  on  the  matter  I  hardly  feel  that 
it  would  be  proper  for  us  to  sit  here  for  days  and  listen  to  testimony 
that  has  already  been  heard.  It  seems  to  me  that  it  would  be  an 
absolute  waste  of  time. 

The  Chairman.  This  question  of  hearings  must  be  reduced  to  a 
practical  basis.  If  we  are  going  to  roam  over  the  face  of  the  earth 
and  hear  one  person  after  another,  it  is  obvious,  without  argument, 
that  no  legislation  will  ever  be  accomplished,  and  the  very  people 
who  are  here  to  advocate  the  enactment  of  a  measure  are  aefeatmg 
their  own  ends  by  their  prolixity  and  their  expansion  of  the  very 
topics  that  the  conmiittee  is  familiar  with. 

Senator  Walsh.  Doesn't  the  present  law  expire  on  August  26? 

The  Chairman.  It  does. 

Senator  Walsh.  Is  it  humanly  possible  to  pass  any  legislation  on 
this  subject  between  now  and  then  ? 

The  Chairman.  It  does  not  follow  that  the  Congress  is  going  to 
continue  the  system. 

Senator  Smoot.  There  will  be  an  effort  made  to  extend  that  time. 

The  Chairman.  That  is  on  the  assumption  that  the  system  is  to 
be  continued  m  the  permanent  tariff  bill. 

Senator  Walsh.  But  there  will  be  an  interim  between  August  26 
and  the  passage  of  the  law. 

The  Chairman.  There  may  be  generations  of  interim. 

Senator  Walsh.  There  will  be  at  least  that. 

The  Chairman.  Yes,  and  much  longer  if  Congress  fails  to  provide 
for  the  embargo,  so-called.  But  that  is  another  question  and  hardly 
relates  to  the  permanent  tariff  legislation  whicn  we  are  now  con- 
sidering. 

Senator  Reed.  Do  I  imderstand  that  the  hearing  to  which  you 
refer — the  printed  hearing — ^was  held  on  January  20,  1920? 

The  Chairman.  On  January  12,  1920. 

Senator  Reed.  The  claim  is  made  by  practically  everybody  that 
conditions  have  enormously  changed  smce  that  time;  that  rates  of 
exchange  have  fluctuated;  that  me  conditions  of  manufacture  are 
far  different,  etc.  It  seems  to  me  that  if  we  could  hear  these  wit- 
nesses and  have  them,  so  far  as  possible,  confine  themselves  to  the 
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subiect  matter  at  hand,  we  might  get  along  very  well.  I  am  per- 
fectly frank  to  say  that,  so  far  as  I  have  been  able  to  go  into  the 
question,  there  are  some  questions  that  I  would  like  to  ask  of  some 
of  the  gentlemen  who  wish  to  appear  here.  I  am  inclined  to  feel 
like  Senator  La  FoUette  about  that.  I  do  not  want  to  be  penalized 
by  being  appointed  on  a  subcommittee,,  either. 

Senator  Watson.  That  is  an  honor. 

The  Chairman.  There  is  no  disposition  to  curtail  the  statements 
•of  these  gentlemen,  but  certainly  those  who  have  filed  these  volu- 
minous documents  do  not  want  to  go  over  the  matter  again.  They 
may  appear  before  the  committee  briefly. 

1  may  add  that  we  have  here  the  hearings  before  the  Ways  and 
Means  Committee  of  the  House. 

Senator  Watson.  In  that  connection,  I  am  told  that  those  who 
favored  the  embargo  in  the  past  are  favoring  it  now  and  that  those 
who  were  opposed  still  retain  their  same  views,  so  that  even  if  they 
were  heard  again  their  opinions  would  not  be  changed. 

Senator  Reed.  However,  it  might  alter  our  views. 

The  Chairhan.  I  want  to  impress  upon  you  the  fact  that  there 
are  here  two  heavy  volumes  of  testimony  and  that  I  doubt  whether 
two  Members  of  Congress  have  read  them. 

Isn't  it  possible  to  act  on  the  suggestion  made  by  Senator  Smoot 
and  Senator  MeCumber,  that  those  mterested  in  a  provision  for  an 
embargo  should  select  two  or  three  of  their  number?  Is  there  any 
one  here  authorized  to  speak  for  the  whole  party  ? 

Mr.  Choate.  I  do  not  think  that  is  possible.  I  can  speak  for  the 
jobbers  and  manufacturers.  There  is  quite  a  considerable  number 
of  persons  represented  here  for  whom  I  can  speak.  There  are  prob- 
ably 35  or  40  representatives  in  the  room  now  and  I  do  not  think  that 
thev  can  be  foreclosed. 

Senator  McCumber.  Can  they  select  a  man  to  represent  them  ? 

Mr.  Choate.  They  undoubtedlv  can  if  they  can  get  together,  but 
they  do  not  know  each  other  well  enough  to  do  that  in  such  a  short 
time. 

Senator  Smoot.  They  all  want  an  embargo  ? 

Mr.  Choate.  Yes;  they  all  want  an  embargo. 

The  Chairman.  You  have  been  alreadv  heard,  have  you  not  ? 

Mr.  Choate.  Yes;  and  I  shall  not  take  much  of  the  time  of  the 
committee.  There  are  some  question  to  which  I  wish  to  address 
myself  briefly.  I  think  that  I  shall  not  take  more  than  25  minutes 
of  your  valuable  time. 

The  Chairman.  Twenty-five  minutes? 

Mr.  Choate.  Well,  20  minutes. 

Senator  Watson.  My  knowledge  of  the  situation  leads  me  to  be- 
lieve that  you,  representing  the  embargo  people,  could  tell  the  whole 
story,  and  that  a  man  like  Mr.  Metz  could  tell  the  whole  story  for  the  . 
other  side,  because  you  know  it  like  you  know  the  alphabet.  I  re- 
member tnat  in  previous  hearings  you  and  Mr.  Metz,  representing 
the  two  sides,  were  the  mainstays.  You  were  on  one  side  and  Mr. 
Metz  was  on  the  other.  Of  course,  I  have  not  the  right  to  suggest 
curtailment,  but  I  imagine  that  if  the  gentlemen  on  the  committee 
were  not  satisfied  with  your  testimony,  they  would  call  some  one  else. 

The  Chairman.  The  conditions  existing  to-day  are  not  any  more 
serious  than  when  the  witnesses  gave  thiir  pre^ous  testimony,  are 
they « 
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Mr.  Choate.  I  think  so;  very  much. 

Senator  Shoot.  I  was  reading  your  testimony  last  night.  I  do 
not  see  how  it  is  possible,  because  if  the  testimony  given  then  is  to  be 
believed  it  was  your  contention  that  if  the  law  was  not  passed  at 
once  you  were  going  to  the  dogs  in  30  davs. 

Mr.  Choate.  That  is  true, .Senator,  it  is  nearer  the  truth  to-day , 
because  we  are  nearer  that  condition  now  than  we  were  at  that  time. 

Senator  Watson.  I  suggest  that  Mr.  Choate  proceed. 

The  Chairman.  I  want  to  interject  a  remark  at  this  point.  You 
want  certain  legislation  passed,  do  you  not  ? 

llr.  Choate.  Yes,  sir. 

The  Chairman.  Will  it  ever  pass  if  we  consume  time  hearing  mat- 
ters that  we  are  already  familiar  with,  and  have  one  attorney  after 
another  come  here  to  present  views  that  are  already  in  print?  I 
want  to  ask  you  to  go  on  now,  if  you  please,  and  state  your  views, 
confining  yourself,  if  possible,  to  such  views  as  have  not  been  printed. 

Mr.  Choate.  M.ay  i  make  one  suggestion  ? 

The  Chairman.  Yes.     . 

Mr.  Choate.  That  suggestion  is  that  Mr.  Waters,  of  Philadelphia, 
who  desires  to  be  heard,  wants  to  get  back  as  soon  as  possible  and 
would  like  to  take  my  place  at  this  time.  I  would  like  to  have  him 
do  so,  if  he  is  in  the  room,  and  then  I  will  come  forward  when  you 
get  ready  to  hear  from  me. 

The  CiSAiRMAN.  Very  well. 

STATEMENT  OF  DANIEL   F.   WATEBS,   DYEE,   GEBMANTOWN, 

PHILADELPHIA,    PA. 

The  Chairman.  Mr.  Waters,  please  state  your  full  name  for  the 
record. 

Mr.  Waters.  Daniel  F.  Waters. 

The  Chairman.  And  jrour  occupation  ? 

Mr.  Waters.  Occupation,  dyer;  residence,  German  town,  Phila- 
delphia; dye  works,  53  Wister  Street,  Philadelphia. 

The  Chairman.  Will  you  state,  in  your  own  way,  your  views  on 
the  dye  embargo,  so-called  ? 

Mr.  Waters.  Mr.  Chairman  and  gentlemen  of  this  committee,  as 
the  chairman  has  just  said,  the  dye  question  to-dav  is  an  old  ques- 
tion. One  can  hardly  take  iip  the  question  of  dyestuffs  without 
going  back  to  the  beginning  oi  the  introduction  of  the  manufacture 
of  aniline  colors  in  flie  United  States,  six  years  ago.  I  shall  not 
attempt  to  do  that  at  this  time  nor  to  take  up  your  very  valuable 
time.  I  shall  merely  confine  myself  to  the  progress  that  has  been 
made  during  that  time. 

Prior  to  Qie  year  1914  we  had  no  dye  manufacturing  plants  in  the 
United  States.  When  I  say  that  we  had  no  dye  plants  in  the  United 
States,  I  mean  that  we  had  no  complete  plants  to  manufacture 
aniline  colors.  We  made  a  few  of  the  commoner  colors  that  were 
used  by  assembling  intermediates  from  the  other  side,  which  you 
gentlemen  are  fammar  with. 

Since  that  time  we  have  developed  to  the  point  where  we  are  now, 
I  might  say,  practically  independent  of  any  nation  so  far  as  dyestuffs 
are  concerned.  We  have  all  the  dyestuflfe  necessary  for  coloring  of 
most  all  textiles,  all  leather,  all  paper,  all  carpets,  and  all  uphol- 
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stery ;  and,  gentlemen,  there  is  no  color  that  I  know  of  that  we  have 
not  in  the  I^ited  States. 

Our  colors  to-day  are  100  per  cent  good  when  compared  with  the 
same  colors  previously  imported  from  Oermanv.  There  have  been 
statements  made,  and  no  doubt  you  gentlemen  nave  heard  them  and 
are  familiar  with  them,  to  the  effect  that  dyestuffs  made  in  the 
United  States,  particiQarly  black,  selling  at  90  cents  per  pound,  are 
only  30  per  cent  in  strengtn  as  comparedwith  the  prewar  dyes  selling 
at  30  cents.  Gentlemen,  I  stand  nere  to-day  without  fear  of  con- 
tradiction to  deny  that  statement.  The  blacks  that  we  are  getting 
to-day  in  the  United  States  are,  in  every  respect,  equal  to  colors  that 
we  got  prior  to  the  war. 

If  the  gentleman  who  made  that  statement  is  buving  colors  at 
90  cents  per  pound  and  at  one- third  of  the  strength  of  tne  dyes  he  was 

getting  before  the  war,  my  suggestion  to  him  would  be  to  get  some- 
ody  else  to  buj  his  goods,  because  he  is  being  cheated. 

We  have  a  Ime  of  colors  to-day  that  we  are  using  in  connection 
with  hosiery,  knitted  goods,  bathmg  suits  and  sweaters  that  is  100 
per  cent  in  quality  in  every  respect,  as  compared  with  those  that  we 
got  before  the  war.  Here  is  a  Ime  of  American  colors  exposed  under 
me  glass  to  the  west  sxm  during  the  whole  month  of  July.  If  any 
gentleman  here  can  show  me  a  line  of  dyestuffs  that  stands  up  better 
than  that,  I  would  like  for.  him  to  do  it  now.  These  [indicatmg]  are 
ordinary  colors. 

Here  is  a  line  of  vat  colors  made  in  the  United  States,  with  the 
exception  of  the  three  lower  ones,  which  have  been  exposed  to  the 
sun  for  three  months.  You  can  take  those  colors  and  you  will  find 
that  the  three  lower  colors  have  not  stood  up  as  well  *as  the  others. 
Those  are  vat  colors. 

Senator  Watson.  Explain  what  you  mean  by  vat  colors,. 

Mr.  Waters.  They  say  you  can  not  make  vat  colors  in  the  United 
States. 

Senator  McCumber.  Were  these  made  in  the  United  States  ? 

Mr.  Waters.  Except  the  three  last  ones. 

Senator  McCumber.  Where  were  they  made  ? 

Mr.  Waters.  In  Germany.  These  [indicating]  were  made  in  the 
United  States  for  worsted  yams.  They  are  American  colors  suitable 
for  men's  wear  or  for  anytmng  that  you  want  to  put  them  into. 

Gentleman,  that  is  the  position  that  the  dye  industry  is  in  in  the 
United  States  to-day.  Let  us  be  fair;  let  us  be  fair  with  the  American 
people. 

I  do  not  blame  Germany  for  wanting  to  get  back  this  business. 
It  is  a  valuable  business.  I  shall  take  on  my  nat  to  them  if  they  can 
get  it  back,  but  for  God's  sake  do  not  give  it  to  them  on  a  silver 
platter;  let  them  fight  for  it. 

Senator  Watson.  What  per  cent  of  dyes  being  used  in  the  United 
States  is  made  in  the  United  States  now  ? 

Mr.  Waters.  I  should  say  90  per  cent. 

Senator  Watson.  What  per  cent  can  be  made  imder  proper  pro- 
tection ? 

Mr.  Waters.  One  hundred  per  cent. 

Senator  Watson.  What  per  cent  that  is  not  being  made  can  be 
made;  that  is  to  say,  what  is  the  nature  of  the  colors  or  dyes  ? 

Mr.  Waters.  Vat  colors  only.  Those  have  only  a  certain  use  in 
the  textile  line. 
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Let  me  tell  you  this:  Prior  to  the  war  there  was  never  a  vat  color 
used  in  the  United  States  for  anything  unless  it  was  an  article  about 
which  you  did  not  care  particularly  and  you  had  no  reason  to  care 
whether  it  was  level  or  unlevel,  such  as  a  narrow  striped  shirt,  for 
instance.  There  was  never  a  vat  color  for  men's  wear  or  ladies' 
wear  before  the  war.  Now,  to-day  we  are  on  their  trail  good  and 
hard. 

You  gentlemen  no  doubt  remember  the  meeting  before  the  Ways 
and  Means  Committee  when  our  friend  Mr.  Kitchin  was  chairman. 
We  said  at  that  time  that  it  would  take  10  vears  to  develop  the  dye 
industry  in  the  United  States.  We  are  makin£[  good  on  that  state- 
ment. To-dav  we  have  90  per  cent  of  the  stun  made  in  the  United 
States.  We  have  spent  about  six  years  on  this  proposition;  in 
fact,  it  is  nearly  seven.  I  predict  that  if  you  will  give  us  three  years 
of  protection  or  a  selected  embargo;  we  will  be  100  per  cent  in  the 
next  three  years. 

Senator  Smoot.  You  did  not  ask  for  an  embargo  ? 

Mr.  Waters.  We  asked  for  protection  of  some  kind.  I  do  not 
know  whether  it  was  an  embargo  or  not.    I  am  not  up  on  that. 

Senator  Smoot.  Mr.  Kitchin  and  the  Senate  gave  you  exactly  the 
rate  that  you  asked  for. 

Mr.  Waters.  That  may  be.  I  am  here  to  tell  you  the  condition 
of  the  dye  industrv  at  this  time.  I  want  to  tell  vou  what  we  can  do 
and  what  we  ought  to  do.  Let  us  be  fair  to  these  men  who  have 
spent  their  money.  We  have  to-day  invested  in  the  United  States 
in  the  neighborhood  of  $300,000,000  and  it  seems  to  me  if  we  do  not 

Set  a  selective  embargo,  or  something  equally  as  good,  this  entire 
usiness  will  be  scrapped  in  the  next  five  years  because  it  is  impossible 
to  compete.    It  can  not  be  done.    Those  are  the  facts. 

Senator  Smoot.  You  are  a  dyer  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Smoot.  That  is,  you  dye  goods  for  other  concerns  t  You 
do  not  manufacture  the  goods  ? 

Mr.  Waters.  I  do  not  manufacture  the  goods.  I  do  not  manu- 
facture dyestuffs. 

Senator  Smoot.  Are  you  interested  in  any  dye  manufactory? 

Mr.  Waters.  I  haven't  a  dollar  investea  in  any  dying  establish- 
ment. 

Senator  Smoot.  You  are  just  interested  in  having  them  made  in 
the  United  States  ? 

Mr.  Waters.  Yes.  I  am  verv  much  interested  in  it.  We  have 
gone  through  the  war  and  we  nave  reached  a  point  where  jpeople 
will  go  into  the  business  and  in  three  years'  time  we  won  t  care 
whether  the  dyes  are  manufactured  in  Germany  or  in  any  other 
country.     We  can  then  compete. 

Senator  Reed.  You  mean  without  a  tariff  ? 

Mr.  Waters.  I  would  say  with  a  reasonable  tariff,  a  tariff  equal 
to  what  you  are  giving  to  other  people  on  textile  goods,  a  tariff 
such  as  there  is  on  hosiery,  men's  wear,  women's  wear,  and  so  on. 
Then  we  will  compete  on  the  same  basis. 

Senator  Reed.  I  did  not  understand  what  your  business  is.  Did 
I  imderstand  you  to  say  that  you  do  not  manufacture  dyes  i 

Mr.  Waters.  Yes. 

Senator  Reed.  Just  what  is  it  you  are  doing  ? 


DYES  EMBARGO.  849 

Mr.  Waters.  I  color  other  people's  goods  for  them. 

Senator  Reed.  You  color  other  people's  goods  for  them  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  You  have  spoken  of  $300,000,000  havmg  been  in- 
vested in  the  dye  business  in  this  country? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  Do  jo\i  mean  invested  as  primary  capital  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  That  is,  they  put  that  much  in  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  Do  you  know  what  their  profits  have  been? 

Mr.  Waters.  No,  sir. 

Senator  Reed.  What  is  the  capital  of  your  institution  ? 

Mr.  Waters.  My  institution  has  a  capital  of  $200,000. 

Senator  Reed,   i  ou  simply  do  the  work  of  dyeing  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  What  were  your  profits  in  the  year  1920  ? 

Mr.  Waters.  1920  ? 

Senator  Reed.  Yes;  your  earnings. 

Mr.  Waters.  I  lost  money. 

Senator  Reed.  What  was  it  in  1919? 

Mr.  Waters.  I  made  some  money  in  1919. 

Senator  Reed.  How  much  ?    - 

Mr.  Waters.  About  15  per  cent. 

Senator  Reed.  That  covers  everything  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  And  how  about  1918? 

Mr.  Waters.  In  1918  I  did  about  the  same. 

Senator  Reed.  That  is  to  say,  you  made  money  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  About  15  per  cent? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  Did  you  declare  that  in  dividends  ? 

Mr.  Waters.  I  did  not  have  any  dividends  to  declare.  I  am  the 
onlv  man  interested  in  the  business. 

^nator  Reed.  You  are  running  as  an  individual  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  You  take  contracts  with  concerns  to  dye  their 
goods? 

Mr.  Waters:  Yes,  sir. 

Senator  Reed.  So  that  you  are  not  a  typical  example  of  the  dye 
industry,  so  far  as  manufacturing  goes  ? 

Mr.  Waters.  I  am  a  consimier  of  dyestuffs. 

Senator  Reed.  How  many  people  do  you  employ  ? 

]Mt.  Waters.  About  100  when  we  were  doing  business;  to-day, 
about  35. 

Senator  Reed.  That  is  about  what  every  other  industry  is  doing 
in  the  United  States;  that  is  to  say,  they  have  all  been  cut  to  about 
that  proportion. 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  That  is  true  under  your  embargo.  You  nod  your 
head.    Do  you  mean  to  say  yes  ? 

Mr.  Waters.  Yes;  that  is  true  in  any  condition. 

Senator  Reed.  That  is  not  due  to  competition,  because  you  have 
an  embai^,  but  it  is  due  to  general  business  depression? 
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Mr.  Waters.  Yes,  sir. 

Senator  Keed.  That  is  all. 

Senator  McLean.  Is  it  not  true  that  England  and  France,  with 
lower  labor  costs,  have  had  to  put  an  embargo  on  German  importa- 
tions) 

Mr.  Waters.  Yes;  they  have  a  10-years'  embaigo. 

Senator  McLean.  Whatever  may  be  the  cause  of  the  present  de- 

Sression,  unless  you  have  additional  protection  against  impending 
rerman  importations,  you  will  be  unable  to  continue  busmess;  is 
that  so  ? 

Mr.  Waters.  The  present  depression  is  not  only  in  our  line;  it  is 
in  every  line.  We  have  to-day  sujfficient  dyestuns  in  the  country 
to  last  us  for  a  long  time ;  in  other  words,  it  is  a  drug  on  the  market — 
the  American  dyes  are.  That  is  due  to  the  stagnant  condition  of 
the  textile  industry. 

Senator  Reed.  How  much  have  they  reduced  the  prices  ? 

Mr.  Waters.  They  have  reduced  from  the  beginmng,  I  should 
say,  100  per  cent. 

Senator  Reed.  What  do  you  mean  by  "beginning"  ? 

Mr.  Waters.  1914. 

Senator  Reed.  That  was  at  the  time  when  there  were  no  dyes  in 
this  country  ? 

Mr.  Waters.  Yes. 

Senator  Reed.  What  are  the  prices  that  are  obtained  by  the 
American  manufacturer  now  as  compared  with  the  prices  in  normal 
times  before  the  European  war  ? 

Mr.  Waters.  I  should  judge  about  26  per  cent  higher.  I  think 
the  average  price  of  to-day  is  about  65  cents  per  pound. 

Senator  Reed.  What  was  it  before  the  war  ? 

Mr.  Waters.  About  35  cents  per  poimd. 

Senator  Reed.  Well,  then,  you  mean  to  say,  do  you  not,  that  it 
is  pretty  nearly  100  per  cent? 

Mr.  Waters.  Yes,  sir;  that  is  true. 

Senator  Smoot.  Most  of  the  articles  were  over  100  per  cent:  I 
mean  those  in  general  use.    Take  sulphur  black,  as  an  example 

Mr.  Waters.  The  increase  in  sulphur  black  was  up  as  high  as  $1 
from  20  cents. 

Senator  Smoot.  In  1914  sulphur  black  could  be  bought  in  large 
quantities  at  20  cents. 

Mr.  Waters.  In  1913. 

Senator  Smoot.  Well,  1913. 

Mr.  Waters.  Yes. 

Senator  Smoot.  And  they  went  up  to  $1  ? 

Mr.  Waters.  They  went  up  to  $1;  yes,  sir. 

Senator  Reed.  What  I  want  to  get  at  is  this — — 

Mr.  Waters.  Mav  I  answer  the  Senator's  question  ? 

Senator  Reed.  Yes. 

Mr.  Waters.  That  went  up  to  $1,  but  you  must  not  lose  sight  of 
the  fact  that  that  was  not  the  American  aye;  that  was  German  dye 
still  in  the  country  before  we  started  to  manufacture;  and  they 
boosted  the  price  from  20  cents  to  $1. 

Senator  Reed.  Who  did  ? 

Mr.  Waters.  The  German  importer. 

Senator  Reed.  Do  you  mean  that  the  German  importer  was  in  this 
country  and  that  he  boosted  it,  or  do  you  mean  that  the  German 
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importer  sold  to  an  American  and  the  American  had  it  on  hand  and 
he  Doosted  it? 

Mr.  Waters.  The  German  manufactmrers  had  it  in  the  United 
States  in  the  custody  of  their  own  selling  agents. 

Senator  Reed.  Who  were  they? 

Mr.  Waters.  Well,  I  can  name  some  of  them.    There  was  the 
Badische  Aniline  Co.,  the  Berlin  Aniline  Co.,  and  the  Farber-Fabriker 
|!  Co.     Besides  that  there  is  another,  but  its  name  is  so  German  that  I 

can  not  attempt  to  pronounce  it. 

Senator  Smoot.  But  they  are  manufacturers  themselves.  I  want 
to  call  attention  to  that,  that  they  are  not  the  agents,  but  are  the 
manufacturers  themselves-the  very  ones  he  has  mentioned. 

Senator  Reed.  And  they  had  agents  here  before  the  United 
States  got  into  the  war,  did  they  ? 

Mr.  Waters.  Yes. 

Senator  Reed.  And  do  you  saj  that  the  German  agents  advanced 
the  prices  as  you  have  already  indicated? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  They  did  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Simmons.  How  did  that  property  escape  the  Alien  Property 
Custodian  ? 

Mr.  Waters.  There  was  no  such  thing  at  that  time. 

Senator  Reed.  Before  we  gOt  into  the  war  ourselves  they  started 
to  establish  or  enlarge  the  American  dye  business  and  they  started  to 
market  their  goods  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  On  what  level  did  they  market  their  goods  ? 

Mr.  Waters.  To-day? 

Senator  Reed.  No,  then. 

Mr.  Waters.  Ninety  cents. 

Senator  Reed.  That  is,  they  charged  as  much,  practically,  the 
Germans  ? 

Mr.  Waters.  Ten  cents  less. 

Senator  Reed.  They  followed  the  German  lead  ? 

Mr.  Waters.  Then  it  came  down,  down,  down. 

Senator  Reed.  What  I  want  to  get  at  is  when  it  came  down,  down, 
down. 

Mr.  Waters.  It  came  down  to  20  cents  to-day. 

Senator  Reed.  When  did  they  make  the  reduction  ?  Can  you 
give  the  latest  prices  ?  I  do  not  want  to  take  a  great  deal  of  time  on 
this. 

Mr.  Waters.  I  can  not  give  you  the  exact  date. 

Senator  Reed.  Let  us  take  1915.     What  did  these  dyes  run  then? 

Mr.  Waters.  In  1915  ?    I  do  not  think  we  were  making  them. 

Senator  Reed.  Well,  take  1916. 

Mr.  Waters.  They  were  running  about  90. 

Senator  Reed.  And  1917? 

Mr.  Waters.  1917,  sixty. 

Senator  Reed.  1918? 

Mr.  Waters.  Forty. 

Senator  Reed.  And  1919? 

Mr.  Waters.  1919,  thirty-five. 

Senator  Reed.  Would  they  average  that  ? 
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Mr.  Waters.  I  do  not  know  whether  they  would.  They  sold  at 
that. 

Senator  Reed.  What  were  they  in  1920  ? 

Mr.  Waters.  In  1920  they  were  down  to  28  cents. 

Senator  Reed.  And  now  what  is  it  ? 

Mr.  Water;s.  They  are  down  to  18  or  20. 

Senator  Reed.  You  can  make  it  at  18  ? 

Mr.  Waters.  I  do  not  know  whether  I  can,  but  it  is  selling  at  that. 

Senator  Smoot.  Sulphur  black  is  selling  at  18  cents? 

Mr.  Waters.  Yes. 

Senator  Reed.  Of  American  manufacture  ? 

Mr.  Waters.  Yes;  of  American  manufacture.  --^ 

Senator  Reed.  It  compares  with  the  prewar  price  ?  '  i 

Mr.  Waters.  About  the  same.  One  could  buy  at  14  prewar,  but 
I  never  paid  14;  I  paid  16,  which  was  the  cheapest  I  ever  bought  at.  :. 

Senator  Reed.  If  you  had  about  20  per  cent  tariflF,  for  instance,  you 
could  compete  with  the  German  dyes)  if  the  Germans  were  selling 
their  dyes  under  the  normal  conditions  which  existed  before  the  war  ? 

Mr.  Waters.  That  is  a  question  for  the  manufacturers  to  answer; 
I  can  not  answer  that  question. 

Senator  Reed.  If  they  are  now  within  4  cents,  on  the  average,  per  -:.  i 

f)ound  of  the  prices  which  were  paid  prior  to  the  war,  then  it  would 
ook  as  though  we  had  almost  gotten  to  a  point  where  we  could  com-  ;  l 

pete  with  Germany,  if  Germany  was  in  a  normal  prewar  condition  ? 

Mr.  Waters.  Well,  the  price  of  black  at  18  cents \, 

Senator  Reed  (interposing) .  We  are  speaking  now  of  the  average.  ..-  j 

I  do  not  want  togo  into  the  details.  .  i 

Mr.  Waters.  Tne  average  is  a  long  story,  Senator. 

Senator  Reed.  But  we  nave  been  dealing  with  it,  and  I  want  to  ^ 

keep  on  the  same  basis.  If  it  gets  troublesome  I  do  not  want  you 
to  take  another  basis,  you  know. 

Mr.  Waters.  I  predict  with  the  ordinarv  tariff  of  20  per  cent,  as  •] 

you  speak  of,  that  Germany  could  afford  to  make  us  a  price  on 
sulphur  black. 

Senator  Reed.  I  am  not  speaking  of  sulphur  black;  I  am  speaking 
of  averages.  I  am  not  saying  that  none  of  these  tariffs  shall  be  above 
20  per  cent.  But  we  have  been  dealing  with  averages.  If  it  is  true 
that  on  the  average  our  dyes  can  now  oe  sold,  with  high  wages  that 
are  now  being  paid,  within  4  cents  a  pound,  on  the  average,  of  the  ^  ^ 

price  charged  by  Germany  prior  to  the  war,  then  is  it  not  true  that 
if  Germany  was  back  on  the  normal  basis  we  would  be  in  a  position 
to  compete,  if  there  was  an  average  tariff  of  20  per  cent  ? 

Mr.  Waters.  No. 

Senator  Reed.  Why  not  ? 

Mr.  Waters.  Why,  because  jrou  are  only  taking  one  article;  it  is 
not  an  average  of  20  per  cent — ^impossible. 

Senator  McCumber.  I  think,  Senator  Reed,  you  misunderstood 
the  witness.  I  did  not  understand  20  cents  was  the  average,  but 
merely  on  this  one  kind  which  was  sulphur  black  ? 

Mr.  Waters.  Yes. 

Senator  Reed.  The  questions  I  asked  him  will  unquestionably 
show  in  the  record  that  I  talked  about  averages.  I  have  not  talked 
about  one  particular  article.  ' 
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Mr.  Watebs.  If  you  did,  Senator,  I  misunderstood  you,  because  I 
was  speaking  of  one  article,  and  that  is  the  cheapest  article  selling 
in  the  United  States  to-day;  that  is,  one  article. 

Senator  Reed.  If  you  were  talking  about  one  article,  you  did  not 
give  us  the  light  I  wanted  to  get.  C^  you  tell  me  what  the  average 
price  was  for  dyes  before  the  European  war  broke  out  ? 

Mr.  Waters.  The  average  price  for  dyes  before  the  European  war 
broke  out  was  about  50  cents,  I  would  judge. 

Senator  Reed.  What  is  the  average  price  of  dyes  to-dav  ? 

Mr.  Watebs.  The  average  price  of  ayes  to-day,  I  would  consider, 
would  be  about  $2. 

Senator  Reed.  So  now,  when  we  discover  that  we  were  pretty 
nearly  on  the  competitive  basis,  we  suddenly  find  that  it  costs  300 
per  cent  more  to  niake  goods  here  than  in  Germany. 

Senator  Watson.  I  hu^y  think  that. 

Mr.  Waters.  I  do  not  hardly  think  that. 

Senator  Reed.  Prewar  price. 

Mr.  Waters.  No;  I  do  not  think  that  is  so  at  all. 

Senator  Reed.  Prewar  price  f 

Mr.  Waters.  No;  I  do  not  think  that  is  so  at  all. 

Senator  Reed.  Do  you  say  that  the  price  of  dyes,  prewar,  was 
50  cents  I 

Mr.  Waters.  I  am  not  frmlnng  that  as  a  positive  statement,  I  am 
giving  you  that  as  my  idea. 

Senator  Reed.  I  understand  you  to  say  that  the  price  of  dyes 
to-day  is  about  S2. 

Mr.  Waters.  About  S2.50. 

Senator  Reed.  All  right.  That  makes  it  worse.  Then,  we  have 
got  an  advance  of  400  per  cent.  Are  we  ever  going  to  be  able  to  make 
dyes  in  this  country  to  compete  with  German  dyes  on  a  normal 
basis  !     I  am  supposing  that  they  get  back  to  a  normal  condition. 

Mr.  Waters,  i  would  say,  yes;  by  ^ving  us  another  three  years' 
embargo,  such  as  we  have  been  workin^g  under  since  the  war.  We 
have  had  an  embargo  due  to  the  war;  it  is  not  a  tariff.  The  tariff  has 
not  helped  us  anv-  The  war  made  it  possible  for  us  to  get  into  the 
dye  business  in  the  United  States. 

Senator  Reed.  I  understand  that,  but  an  embargo  is  a  tariff  simply 
carried  to  a  prohibitive  point. 

Mr.  Waters.  But  we  have  got  to  a  point  now,  Senatoi*,  where  we 
have  ppoduced  every  nonnal  color  in  the  United  States.  What  we 
want  to-day  is  time  to  develop  and  get  the  yield  and  the  quantity; 
that  is  what  we  want. 

Senator  Reed.  I  understand  that.  But  let  us  stick  to  one  thing, 
if  we  possibly  can,  and  not  get  into  the  side  lines. 

I  am  asking  you  now  if  at  any  time  within  a  reasonable  number  of 
years,  in  your  opinion,  we  are  going  to  be  able  to  manufacture  these 
dyes  in  America  and  sell  them  m  competition  with  the  German  dyes, 
assuminjg  that  Ctermany  reaches  a  normal  condition  as  to  wages  and 
production! 

Senator  MoCumber.  Without  any  protection,  do  you  mean, 
Senator? 

Senator  Reed.  JTes;  without  any  protection* 

Mr.  Waters.  No,  sir. 
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Mr.  Waters.  I  do  not  know  whether  they  would.     They  sold  at 

that. 
Senator  Reed.  What  were  they  in  1920  ? 
Mr.  Waters.  In  1920  they  were  down  to  28  cents.  ^ 

Senator  Reed.  And  now  what  is  it  ?  ''^^ 

Mr.  Waters.  They  are  down  to  18  or  20.  '^^ 

Senator  Reed.  You  can  make  it  at  18  ?  ^ 

Mr.  Waters.  I  do  not  know  whether  I  can,  but  it  is  selling  at  that.  ^^J 

Senator  Smoot.  Sulphur  black  is  selling  at  18  cents?  ^ 

Mr.  Waters.  Yes.  i 

Senator  Reed.  Of  American  manufacture  ?  *^^ 

Mr.  Waters.  Yes;  of  American  manufacture. 
Senator  Reed.  It  compares  with  the  prewar  price  ? 
Mr.  Waters.  About  the  same.     One  could  buy  at  14  prewar,  but  ?«J 

I  never  paid  14;  I  paid  16,  which  was  the  cheapest  I  ever  bought  at.  i 

Senator  Reed.  If  you  had  about  20  per  cent  tariff,  for  instance,  you  ! 

could  compete  with  the  German  dyes)  if  the  Germans  were  selling 

their  dyes  under  the  normal  conditions  which  existed  before  the  war  ? 
Mr.  Waters.  That  is  a  question  for  the  manufacturers  to  answer; 

I  can  not  answer  that  question. 
Senator  Reed.  If  they  are  now  within  4  cents,  on  the  average,  per 

f)ound  of  the  prices  which  were  paid  prior  to  the  war,  then  it  would  '^ 

ook  as  though  we  had  almost  gotten  to  a  point  where  we  could  com- 
pete with  Germany,  if  Germany  was  in  a  normal  prewar  condition  ?  I 

Mr,  Waters.  Well,  the  price  of  black  at  18  cents 

Senator  Reed  (interposing) .  We  are  speaking  now  of  the  average.  i 

I  do  not  want  togo  into  the  details. 

Mr.  Waters.  T^e  average  is  a  long  story,  Senator. 

Senator  Reed.  But  we  nave  been  dealing  with  it,  and  I  want  to  | 

keep  on  the  same  basis.     If  it  gets  troublesome  I  do  not  want  you 
to  take  another  basis,  you  know. 

Mr.  Waters.  I  predict  with  the  ordinarv  tariflf  of  20  per  cent,  as 
you  speak  of,  that  Germany  could  afford,  to  make  us  a  price  on 
sulphur  black. 

senator  Reed.  I  am  not  speaking  of  sulphur  black;  I  am  speaking 
of  averages.  I  am  not  saying  that  none  of  these  tariffs  shall  be  above 
20  per  cent.  But  we  have  been  dealing  with  averages.  If  it  is  true 
that  on  the  average  our  dyes  can  now  be  sold,  with  high  wages  that 
are  now  being  paid,  within  4  cents  a  poimd,  on  the  average,  of  the 
price  charged  by  Germany  prior  to  the  war,  then  is  it  not  true  that 
if  Germany  was  back  on  the  normal  basis  we  would  be  in  a  position 
to  compete,  if  there  was  an  average  tariff  of  20  per  cent  ? 

Mr.  Waters.  No. 

Senator  Reed.  Why  not  ? 

Mr.  Waters.  Why,  because  you  are  only  taking  one  article;  it  is 
not  an  average  of  20  per  cent — impossible. 

Senator  McCumber.  I  think.  Senator  Reed,  you  misunderstood 
the  witness.  I  did  not  imderstand  20  cents  was  the  average,  but 
merely  on  this  one  kind  which  was  sulphur  black  ? 

Mr.  Waters.  Yes. 

Senator  Reed.  The  questions  I  asked  him  will  imquestionably 
show  in  the  record  that  l  talked  about  averages.  I  have  not  talked 
about  one  particular  article. 
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Mr.  Waters.  If  you  did,  Senator,  I  misunderstood  you,  because  I 
was  speaking  of  one  article,  and  that  is  the  cheapest  article  selling 
in  the  United  States  to-day;  that  is,  one  article. 

Senator  Reed.  If  you  were  talkinjg  about  one  article,  you  did  not 
give  us  the  light  I  wanted  to  get.  Can  you  tell  me  what  the  average 
price  was  for  dyes  before  the  European  war  broke  out  ? 

Mr.  Waters.  The  average  price  for  dyes  before  the  European  war 
broke  out  was  about  50  cents,  I  would  judge. 

Senator  Reed.  What  is  the  average  price  of  dyes  to-day  ? 

Mr.  Waters.  The  average  price  of  dyes  to-day,  I  would  consider, 
would  be  about  $2. 

Senator  Reed.  So  now,  when  we  discover  that  we  were  pretty 
nearly  on  the  competitive  basis,  we  suddenly  find  that  it  costs  300 
per  cent  more  to  make  goods  here  than  in  Germany. 

Senator  Watson.  I  hardly  think  that. 

Mr.  Waters.  I  do  not  hardly  think  that. 

Senator  Reed.  Prewar  price. 

Mr.  Waters.  No;  I  do  not  think  that  is  so  at  all. 

Senator  Reed.  Prewar  price  ? 

Mr.  Waters.  No;  I  do  not  think  that  is  so  at  all. 

Senator  Reed.  Do  you  say  that  the  price  of  dyes,  prewar,  was 
50  cents  ? 

Mr.  Waters.  I  am  not  making  that  as  a  positive  statement,  I  am 
giving  you  that  as  my  idea. 

Senator  Reed.  I  imderstand  you  to  say  that  the  price  of  dyes 
to-day  is  about  $2. 

Mr.  Waters.  About  $2.50. 

Senator  Reed.  All  right.  That  makes  it  worse.  Then,  we  have 
got  an  advance  of  400  per  cent.  Are  we  ever  going  to  be  able  to  make 
dyes  in  this  coxmtry  to  compete  with  German  dyes  on  a  normal 
basis  ?    I  am  supposing  that  they  get  back  to  a  normal  condition. 

Mr.  Waters.  I  would  say,  yes;  by  giving  us  another  three  years' 
embargo,  such  as  we  have  been  working  under  since  the  war.  We 
have  had  an  embargo  due  to  the  war;  it  is  not  a  tariff.  The  tariff  has 
not  helped  us  any.  The  war  made  it  possible  for  us  to  get  into  the 
dye  business  in  the  United  States. 

Senator  Reed.  I  understand  that,  but  an  embargo  is  a  tariff  simply 
carried  to  a  prohibitive  point. 

Mr.  Waters.  But  we  have  got  to  a  point  now,  Senator,  where  we 
have  produced  every  normal  color  in  the  United  States.  What  we 
want  to-day  is  time  to  develop  and  get  the  yield  and  the  quantity; 
that  is  what  we  want. 

Senator  Reed.  I  understand  that.  But  let  us  stick  to  one  thing, 
if  we  possibly  can,  and  not  get  into  the  side  lines. 

I  am  asking  you  now  if  at  any  time  within  a  reasonable  number  of 
years,  in  your  opinion,  we  are  going  to  be  able  to  manufacture  these 
dyes  in  America  and  sell  them  m  competition  with  the  German  dyes, 
assuming  that  Germany  reaches  a  normal  condition  as  to  wages  and 
production) 

Senator  MoCumber.  Without  any  protection,  do  you  mean, 
Senator  ? 

Senator  Reed.  Yes;  without  any  protection. 

Mr.  Waters.  No,  sir. 
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Senator  Reed.  How  much  protection  have  you  got  to  have  run- 
ning through  the  year  ? 
Mr.  Waters.  I  do  not  know. 
Senator  Reed.  Can  you  tell  approximately? 
Mr.  Waters.  I  do  not  know. 
Senator  Reed.  Could  you  tell  what  per  cent? 
Mr.  Waters.  I  can  not  answer. 
Senator  Reed.  Is  it  200  ? 

Mr.  Waters.  I  am  not  going  to  answer  that  question. 
Senator  Reed.  Would  it  be  300  ? 

Mr.  Waters.  I  am  not  a  dye  manufacturer;  you  will  have  witnesses 
here  who  can  answer  that. 

Senator  Reed.  I  want  to  go  back  to  the  question  of  prices^  which 
you  say  you  were  discussing  on  the  basis  of  one  article. 

I  want  to  ask  you  on  the  basis  of  averages.  The  average  price 
before  the  war  was  50  cents.  Where  did  they  go  to  about  me  time 
we  got  into  the  war,  or  just  before  that? 

Afr.  Waters.  I  will  give  you  an  instance 

Senator  Reed  (interposing).  Well,  I  want  the  average,  do  not 
give  me  instances.     We  are  talking  about  the  average. 

Mr.  Waters.  I  will  say  1,000  per  cent,  if  you  want  the  whole 
thing. 
Senator  Reed.  A  thousand  per  cent  ? 
Mr.  Waters.  Yes,  a  thousand  per  cent. 

Senator  Reed.  Did  the  American  manufacturer  charge  that  1,000 
per  cent  ? 
Mr.  Waters.  No. 

Senator  Reed.  When  he  entered 

Mr.  Waters  (interposing).  No. 
Senator  Reed.  What  did  he  charge  ? 
Mr.  Waters.  He  charged  about  200  per  cent  more. 
Senator  Reed.  He  charged  about  200  per  cent  more  than  the 
prewar  price  ? 
Mr.  Waters.  Yes. 

Senator  Reed.  Did  he  get  along  and  make  money  at  that? 
Mr.  Waters.  I  could  not  answer  the  question. 
Senator  Reed.  We  will  say  that  is  1917.     What  did  he  charge 
in  1918? 
Mr.  Waters.  In  1918?    Well,  some  colors  came  down. 
Senator  Reed.  No,  average. 

Mr.  Waters.  Well,  I  am  not  a  dye  manufacturer.     You  will  have 
witnesses  here  to  tell  you  all  that.     If  you  want  to  tie  me  up  on  all 

those  things 

vSenator  Keed  (interposing).  I  am  not  trying  to  tie  you  up.     I 
am  trying  to  get  a  statement  that  will  do  me  some  good. 

Mr.  Waters.  I  am  not  a  dye  manufacturer.    If  you  want  a  con- 
crete answer 

Senator  Reed.  I  do  not  want  a  concrete  answer.     I  want  an 
answer  to  my  question,  and  I  am  deaUng  with  the  average. 
Mr.  Waters.  Then  I  am  imable  to  answer  your  questions. 
Senator  Reed.  Then  you  do  not  know  what  the  average  was 
before  the  war,  you  do  not  know  what  the  average  was  durmg  the 
war,  and  you  do  not  know  what  the  average  is  to-day  ? 
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Mr.  Waters.  I  told  you  the  average.    But  I  do  not  know  the 
profit.     I  told  you  the  average — 60  cents. 

Senator  Reed.  I  did  not  ask  you  anything  about  profit. 

Mr.  Waters.  Please  tell  me,  then,  what  cud  you  ask  ? 

Senator  Reed.  I  asked  you  about  prices. 

Mr.  Waters.  I  told  that  to  you. 

Senator  Reed.  All  right.     Let  me  see  if  you  can  continue  to  tell  me. 

Mr.  Waters.  All  right,  go  ahead. 

Senator  Reed.  They  were  50  cents  before  the  war  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  What  did  thoy  become  when  they  reached  the 
highestpoint  before  we  entered  the  war,  in  cents  or  dollars  ? 

Mr.  Waters.  .Do  you  want  the  average  price? 

Senator  Reed.  Average;  yes. 

Mr.  Waters.  Well,  IT)etter  give  you  about  800  per  cent,  taking 
the  average. 

Senator  Reed.  That  would  be  $40  a  pound  1 

Mr.  Waters.  Yes. 

Senator  Reed.  You  say  these  dyes  sold  at  $40  a  pound  on  the 
average  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  Did  you  say  400  or  4  ? 

Mr.  Waters.  I  said  $40,  and  I  paid  $80  for  some. 

Senator  Reed.  When  the  Americans  began  to  make  them  what 
did  they  charge  per  poimd  ? 

Mr.  Waters.  The    Americans    started    to    make    first,    sulphur 
colors . 

Senator  Reed  (interposing) .  Oh,   no.     Do  not  let  us  get  into 
details.    I  am  talking  about  averages. 

Mr.  Waters.  You  won't  let  me  tell  you  what  the  Americans  did. 
Senator. 

Senator  Reed.  No;  because  you  want  to  get  away  from  the 
averages  into  details. 

Mr.  Waters.  Oh;  no,  I  do  not.    The  Americans  when  they  started 
onlv  made  a  few  colors,  and  the  Government  took  them  all. 

Senator  Reed.  What  did  they  get  for  them  ? 

Mr.  Waters.  I  do  not  know  wasi,  they  got  for  them,  but  I  paid 
about  80  cents  a  pound  for  them — sulphur  colors. 

Senator  Reed.  What  are  you  paying  now  ? 

Mr.  Waters.  I  am  paying  an  average  of  about  50  for  sulphur 
colors. 

'Senator  Reed.  Could  you  give  me  the  average  of  dyes  now  for 
1917,  American  manufacture 

Mr.  Waters.  1917? 

Senator  Reed.  Yes. 

Mr.  Waters.  No. 

Senator  Reed.  Could  you  do  so  for  1918  ? 

Mr.  Waters.  No;  I  could  not. 

Senator  Reed.  Could  you  give  them  for  1919? 

Mr.  Waters.  For  1919,  about  100  per  cent. 

Senator  Reed.  That  would  be  a  dollar  ? 

Mr.  Waters.  Yes. 

Senator  Reed.  What  were  they  in  1920  ? 

Mr.  Waters.  I  do  not  suppose  it  would  run  over  80  to  85  cents. 
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Senator  Heed.  And  what  for  1921  ? 

Mr.  Waters.  About  the  same. 

Senator  Reed.  Eighty-five? 

Mr.  Waters.  Yes. 

Senator  Smoot.  Mr.  Witness,  what  is  synthetic  indigo  selling  for  ? 

Mr.  Waters.  Senator,  I  do  not  handle  sjoithetic  incugo. 

Senator  Smoot.  You  use  black  dyes  and  the  ordinary  analine 
dyes  ? 

Mr.  Waters.  Yes,  sir.  We  do  not  use  synthetic  indigo  and  do 
not  handle  that.  We  use  all  sulphur  colors,  acid  colors,  and  direct 
colors. 

Senator  Smoot.  I  will  ask  the  question  of  somebody  who  knows. 
You  know  they  are  exporting  large  quantities  of  it  ?  . 

Mr.  Waters.  I  do  not  know;  I  am  not  in  that  Une. 

Senator  McCumber.  You  asked  about  averages.  Possibly  that  is 
an  easy  (question  to  answer,  but  I  anticipate  that  you  might  have  a 
certain  line  of  dyes,  probably  not  one-half  of  1  per  cent,  that  would 
run  up  to  $100  a  pound.  But  the  great  bulk  of  them  would  not  run 
to  $40,  or  $30,  or  even  $1. 

Mr.  Waters.  Yes,  sir. 

Senator  McCumber.  So  that  it  is  rather  difficult,  is  it  not,  to  make 
your  average,  imless  you  can  get  with  it  the  quantity  of  each  kind 
that  is  used  in  the  United  States  ? 

Mr.  Waters.  The  price  of  dyes  had  gone  up  so  rapidly  since  the 
war  broke  out— dyes  that  were  m  the  custody  of  the  United  States  of 
German  importation.  We  bought  developed  black  before  the  war 
at  30  cents  a  poimd,  and  during  the  war  we  paid  $12  for  the  same 
stuff. 

Senator  Watson.  Before  any  was  made  in  the  United  States  1 

Mr.  Waters.  Yes,  sir — $12  for  the  same  stuff  that  we  paid  30 
cents  before.  The  American  manufacturers  did  not  do  that — that 
was  owned  and  controlled  by  the  German  agents  in  the  United  States. 
There  is  no  doubt  about  that. 

Senator  Reed.  You  mean  after  we  got  into  the  war?  You  said 
"  after  the  war. " 

Mr.  Waters.  After  we  got  into  the  war. 

Senator  Reed.  If  they  were  owned  and  controlled  by  the  Germans, 
where  was  it  before  our  Government  took  them  over  ? 

Mr.  Waters.  Our  Government  took  the  dyes  over  ?  They  did  not 
get  a  chance.  They  sold  them  before  our  Government  got  hold  of 
them. 

Senator  Reed.  The  American  dye  purchasers  then  made  that 
money  ? 

Mr.  Waters.  No;  their  own  representatives,  their  own  agents. 

Senator  Calder.  Is  it  a  fact  tnat  the  prices  of  dyes  became  so 
high  that  it  was  possible  to  bring  them  over  in  submarines  ? 

Mr.  Waters.  They  say  it  was.  I  doubt  whether  there  was  very 
much  that  came  over  in  that  way. 

Senator  Reed.  You  know  they  only  landed  one  submarine  in  this 
country  during  the  war. 

Senator  Watson.  Before  the  war  you  made  no  dyes  in  this  co\m- 
try? 

Mr.  Waters.  Yes,  sir. 

Senator  Watson.  Now,  you  make  90  per  cent  of  all  you  need  ? 
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Mr.  Waters.  Yes. 

Senator  Watson.  All  that  was  built  up  under  the  embargo  of  the 
war,  and  then  under  the  embargo  of  legi^ation  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Watson.  And  you  make  them  all  now  except  a  few  of 
the  very  highest — ^f aney  colors — ^in  the  United  States  ? 

Mr.  Waters.  Yes,  su*. 

Senator  Watson.  And  this  drop  in  prices  has  all  appeared  while  the 
embargo  was  on  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Watson.  And  while  the  American  market  was  under  the 
control  of  the  American  manufacturer  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Watson.  Made  by  the  competition  of  the  American  pro- 
ducers in  the  American  market  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Watson.  And  so  your  theory  is  that  if  you  could  have 
ample  protection  of  any  kind,  whether  an  embargo  or  otherwise,  that 
in  time  you  would  build  up  this  industry  where  it  would  be  as  nearly 
sustaining  as  any  other  of  the  staple  American  industries  ? 

Mr.  Waters,   x  es,  sir. 

Senator  McCumber.  Can  you  give  the  committee  any  idea  as  to  the 
proportionate  value  between  the  amount  of  dye  that  is  used  in  the 
average  kind  of  goods  that  you  dye,  and  the  selling  price  in  wholesale 
Quantities  in  the  same  ^ooas  *  that  is,  what  percentage  the  dyeing  of 
tne  goods  or  the  cost  oi  the  dye  itself  adds  to  the  value  of  the  goods, 
not  the  work  ? 

Mr.  Waters.  Yes,  sir.  I  will  take,  for  instance,  a  sulphur  black 
that  is  used  principally  in  hosiery.  Sulphur  black  to-day  you  can 
buy  for  20  cents  a  pound;  you  can  figure  this  just  as  good  as  I  can. 

Senator  McCumber.  It  might  take  me  a  little  longer. 

Mr.  Waters.  And  20  cents  a  pound,  at  10  poimds  to  a  hundred 
dozen  of  stockings,  that  is  $2  to  dye  a  hundred  dozeii  stockings. 
Assuming  that  the  stockings  are  weighing  16  ounces  to  the  dozen, 
that  is  $2  to  dye  a  hundred  dozen  of  stockings  on  the  actual  cost  of 
dye  that  is  in  those  goods. 

I  think,  if  I  understand  you  correctly.  Senator,  that  only  means 
for  the  dyes  that  go  in  those  goods;  that  does  not  mean  for  the  labor  ? 

Senator  McCumber.  No. 

Mr.  Waters.  It  is  just  the  dye. 

Also  I  can  take  a  serge  blue  piece  of  cloth 

Senator  McCumber  (interposing) .  Then  for  $2  you  say  you  dye  a 
hundred  dozen;  that  is  twelve  hundred  pairs  that  $2  worth  of  ayes 
will  color. 

Mr.  Waters.  About  one-sixth  of  a  cent  to  color  a  pair  of  stockings. 

Senator  McCumber.  About  one-sixth  of  1  cent  per  pair  ? 

Mr.  Waters.  Yes;  for  dyestuflPs  only.  For  a  suit  of  clothes  such 
as  you  have  on,  of  navy  blue,  we  can  dye  at  the  rate  of  3  pounds  to  the 
hundred — a  hundred  pounds  of  serge  at  16  ounces  to  the  yard  we 
can  dye  for  $5.40. 

Senator  Calder.  To  dye  a  hundred  yards  in  the  cost  of  the  dye 
alone? 

Mr.  Waters.  Yes. 
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Senator  Calder.  Without  the  labor  ? 

Mr.  Waters.  Without  the  labor;  I  am  not  speaking  of  labor  at  all. 

Senator  McLean.  Does  a  hundred  yards  of  blue  serge,  weighing  16 
ounces  to  the  yard 

Senator  MgCumber.  That  would  make  50  coats. 

Mr.  Waters.  I  do  not  know  how  many  coats  it  would  make. 

Senator  McCumber.  The  coat  itself  would  be  about  2  yards  ? 

Mr.  Waters.  Yes.  Gentlemen,  you  can  see  from  the  Senator's 
questions  that  he  has  asked  me  that  the  dyestuff  on  the  textile  line 
is  insignificant  as  compared  with  the  cost  of  the  material.  If  you 
gave  the  dye  away  it  would  not  reduce  the  manufacturing  end  of  it  so 
very  much,  as  you  can  see.     It  is  all  labor  and  overhead. 

Senator  Simmons.  How  much  dyes  do  the  American  people  con- 
sume in  a  year  ? 

Mr.  Waters.  I  imagine  we  consume  here  in  the  neighborhood  of 
two  shiploads  a  year. 

Senator  Simmons.  I  am  talking  about  the  value  in  dollars. 

Mr.  Waters.  I  do  not  suppose  we  would  consume  here  over 
$50,000,000. 

Senator  Calder.  You  mean  in  every  line,  but  just  the  textile  line  ? 

Mr.  Waters.  Just  dyes  alone,  aniline  colors.  I  may  be  wrong 
on  that  statement,  but  there  are  gentlemen  here  who  know  all  about 
it  and  who  can  enlighten  you  on  it.  I  do  not  just  know.  I  do  not 
think  there  is  over  $50,000,000  imported.  Your  records  will  show 
that  from  nrevious  importations. 

Senator  MoLean.  What  is  the  labor  element  involved  ? 

Mr.  Waters.  The  labor  element  .involves  to-day  about  two-thirds 
or  more  of  the  cost  of  the  dyeing.  To-day  we  are  paying  70  cents 
an  hour  for  ordinary  labor  as  against  25  cents  an  hour  before  the  war. 

Senator  McLean.  How  many  people  are  employed  in  the  dyeing 
industry  ? 

pi'Mr.  Waters.  In  the  dyeing  industry  in  Philadelphia  we  have  about 
5,000  employees. 

Senator  Cau>er.  Manufacturing  dyes  ? 

Afcr.  Waters.  No;  employed  in  me  dyeing  industry — dyers'  helpers, 
I  suppose  you  mean. 

Senator  McLean.  Yes ;  of  course. 

Mr.  Waters.  About  5,000. 

Senator  Simmons.  I  do  not  know  whether  I  understood  the  one 
phase  of  the  colloquy  between  you  and  Senator  Reed.  What  did  I 
imderstand  you  to  sav  to  be  the  average  cost  of  dyes  in  the  United 
States  before  the  war  i 

Mr.  Waters.  About  50  cents. 

Senator  Simmons.  About  50  cents  a  pound  ? 

Mr.  Waters.  Yes. 

Senator  Simmons.  What  did  I  understand  you  to  say  was  the 
average  cost  of  dyes  to-day  ? 

Mr.  Waters.  About  $2.50.  I  am  talking  now,  of  course — some 
go  up  to  $30  or  $40  a  pound. 

Senator  McCumber.  You  figure  that  in  your  prewar  average,  also, 
do  you  not  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Beed.  I  would  like  to  ask  one  question:  Do  you  know 
what  the  production  of  German  dyes  in  Germany  amounts  to? 
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Mr.  Waters.  The  production  in  Germany — ^no;  I  do  not.  I 
understood  that  we  import  here  about  $50;000,000  worth  of  stuflf 
a  year. 

Senator  Reed.  They  do  now  ? 

Mr.  Waters.  They  did. 

Senator  Reed.  Before  the  embai^o  ? 

Mr.  Waters.  Yes;  before  the  war.  I  do  not  know  what  they  are 
importing  to-day. 

Senator  Reed.  Do  you  know  whether  the  German  dye  works  in 
Germany  are  in  anythmg  like  as  good  condition  as  they  were  before 
the  war  f 

Mr.  Waters.  I  am  told  they  are. 

Senator  Reed.  Is  it  not  a  fact  that  they  are  laboring  under  diffi- 
culties of  coal,  labor,  and  financial  troubles,  and  that  their  produc- 
tion is  not  anything  like  as  great  to-day  as  it  was  before  the  war? 

Mr.  Waters.  Well,  if  you  will  take  hearsay  evidence,  Senator,  I 
can  state  the  case  of  a  friend  of  mine  who  just  came  back,  and  he 
says  things  are  going  fine. 

Senator  Reed.  *Is  ne  here  ? 

Mr.  Waters.  No,  sir;  he  is  not  here     He  is  not.in  our  line. 

Senator  Simmons.  Can  you  give  me  the  average  price  of  dyes  in 
Germa^  to-day? 

Mr.  Waters.  No,  Senator  Sinmions,  I  could  not. 

Senator  Simmons.  Do  you  think  they  are  any  higher  than  before 
the  war  ? 

Mr.  Waters.  They  are  higher  when  they  get  here. 

Senator  Simmons.  I  mean  m  Germany- 
Mr.  Waters.  I  could  not  answer  that  question.    I  would  imagine 
they  would  have  conditions  the  same  as  we  are  up  against. 

Senator  Simmons.  Are  they  to  anv  considerable  extent  higher? 

Mr.  Waters.  I  imagine  labor  and  coal,  etc.,  would  bring  up  the 
cost  in  proportion  to  what  we  have  had  here.     I  do  not  know. 

Senator  Simmons.  Then,  if  German  dyes  were  selling  in  Germany 
at  the  same  price  as  they  did  before  the  war,  and  selling  here  at 
five  times  as  much  as  they  did  before  the  war^  it  is  your  idea  that  you 
must  be  permitted,  through  the  operations  of  the  law,  to  be  able  to 
maintain  that  differential  between  the  price  in  Germany  and  America. 

Mr.  Waters.  Yes,  sir. 

Senator  Simmons.  Then  the  protection  you  would  ask  to  put  this 
industry  permanently  on  its  feet  would  be  about  400  per  cent  ? 

Mr.  Waters.  Yes,  sir. 

Senator  La  Follette.  Are  you  one  of  the  principal  dyers  in  this 
country? 

Mr.  Waters.  I  would  not  like  to  say  that,  Senator.    I  have  used 
in  the  last  three  years  in  dyestuffs,  I  judge,  in  the  neighborhood  of 
$1,500,000. 
Senator  Simmons.  Will  you  not  let  me  finish,  Senator  ? 
Senator  La  Follette.  Certainly.     I  beg  your  pardon. 
Senator  Simmons.  Then  the  protection  which  the  embargo  on 
dyes  has  given  you  is  about  20  per  cent  ? 
Mr.  Waters.  The  present  protection  that  is  given  us  ? 
Senator  Simmons.  Given  you  through  the  embargo  ? 
Mr.  Waters.  Yes. 
Senator  Simmons.  Is  400  per  cent  ? 
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Mr.  Watees.  Yes. 

Senator  Simmons.  And  you  want  that  much  again  ? 

Mr.  Waters.  Yes;  1  think  it  will  take  every  hit  of  it. 

Senator  La  Follette.  Can  you  tell  me  how  many  dyeing  estab- 
lishments there  are  in  the  United  States  ? 

Mr.  Waters.  No.     We  have  in  our  town  about  75. 

Senator  La  Follette.  Can  you  tell  me  where  they  are  located, 
in  what  cities  are  the  dyeing  establishments  located,  or  in  what 
States  they  are  located  ? 

Mr.  Waters.  Do  you  mean  the  dye  establishments  or  dye  manu- 
facturing establishments  ? 

Senator  La  Follette.  Oh,  no.  You  are  not  a  manufacturer.  I 
am  just  speaking  about  vour  business. 

Mr.  Waters.  Oh,  Philadelphia,  I  think,  is  one  of  the  largest  dve- 
ing  centers  in  the  United  States.     Providence  comes  in,  I  think-^ 

Senator  La  Follette.  There  are  about  5,000  people  employed  in 
the  industry  in  Philadelphia  ? 

Mr.  Waters.  Yes,  sir. 

Senator  La  Follette.  Now,  then,  what  is  the  next  largest  dyeing 
city  in  the  United  States  ? 

Mr.  Waters.  Well,  I  would  imagine  down  in  Massachusetts  would 
be  next,  around  Boston  and  Providence  and  around  through  there. 

Senator  La  Follette.  Can  you  state  in  round  numbers  the 
number  of  people  employed  in  the  dye  industry  in  this  country  ? 

Mr.  Waters.  Senator,  would  you  let  me  cite  a  little  case  that  our 
friend  Bernstorf  announced  when  he  was  here,  shortly  after  we  got 
into  the  war  ? 

Senator  La  Follette.  I  would  like  to  have  your  answer  to  my 
questions,  if  you  can  answer  them. 

Mr.  Waters.  Well,  I  would  judge  about  4,000,000  people  are 
depending  on  the  manufacturing  of  dyestuffs. 

Senator  La  Follette.  Are  you  speaking  of  those  engaged  in  the 
dye  industry,  such  an  industry  as  you  are  conducting  ? 

Mr.  Waters.  Well,  no. 

Senator  La  Follette.  Can  you  tell  me  how  many  people  are 
engaged  in  the  sort  of  industry  tnat  you  are  conductiM  yourself  ? 

Sir.  Waters.  The  best  way  to  get  at  that  is  this:  i  employ  when 
I  am  running  full  100  men.  Those  100  men  are  responsible  for 
keeping  10,000  other  people  in  employment. 

Senator  La  Follette.  Oh,  yes.  But  that  was  not  the  point  I  am 
inquiring  about.  I  was  anxious  to  know  how  many  people  were 
employed. 

Mr.  Waters.  I  should  judge  that  there  would  be  at  least  300,000 
employed  in  our  industry. 

Senator  La  Follette.  In  coloring  ? 

Mr.  Waters.  In  coloring. 

Senator  La  Follette.  And  you  employ  about  100  ? 

Mr.  Waters.  About  100. 

Senator  La  Follette.  Is  your  establishment  incorporated  ? 

Mr.  Waters.  No,  sir;  it  is  an  individual  concern. 

Senator  La  Follette.  I  think  you  have  already  stated  the  amount 
of  capital  that  you  have  invested  t 

Mr.  Waters.  Yes,  sir. 

Senator  La  Follette.  And  you  employ  about  100  men? 
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Mr.  Waters.  About  100  men. 

Senator  Calder.  And  women,  too  1 

Mr.  Waters.  No  women. 

Senator  La  Follette.  What  wages  are  you  paying  now? 

Mr.  Waters.  We  are  paying  70  cents  an  hour  for  ordinary  dye- 
house  help. 

Senator  La  Follette.  And  your  100  men,  how  many  are  on  the 
pay  roll  at  70  cents  an  hour  ? 

Mr.  Waters.  All  of  them. 

r5enator  La  Follette.  The  entire  100  ? 

Mr.  Waters.  Yes,  sir. 

Senator  La  Follette.  They  get  the  same  pay  exactly  ? 

Mr.  Waters.  Yes,  sir. 

Senator  La  Follette.  What  lines  of  textile  manufacturers  do  you 
dye  f  or  ?  ' 

Mr.  Waters.  I  dye  for  the  hosiery  trade,  sweater  and  knit  goods 
trade,  upholstery,  men  and  ladies'  wear,  rugs  and  carpets.  I  take  in 
that  entire  line. 

Senator  IjA  Follette.  And  you  have  been  in  this  business  a  great 
many  years  ? 

Mr.  Waters.  Over  40  years.  I  was  in  the  business  when  we  had 
no  anilines  at  all,  but  used  all  vegetable  dyes.  I  remember  the  first 
aniline  coming  here — and  if  I  might  be  permitted,  it  is  a  very  good 
thought  to  bring  up — at  that  time  we  paid  for  Grerman  colors  $50  a 

Sound  in  gold,  when  they  started  to  make  anilines,  and  we  have 
een  paying  that  ever  since,  and  I  claim  to-day,  gentlemen,  that  it  is 
the  United  States  that  built  up  the  great  German  industry  as  it  stands 
now,  which  was  done  with  our  money  and  gold. 

Senator  La  Follette.  And  before  we  (fid  any  manufacturing  of 
dyes  in  this  country  at  all,  thn  price  had  gone  down  to  about  50  cents 
a  pound  on  the  average  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  Do  you  know  whether  there  is  an  export  tax  levied 
on  these  dyes  that  come  out  of  Germany  ? 

Mr.  Waters.  No,  sir. 

Senator  Reed.  Then,  of  course,  you  do  not  know  how  much  it  is  ? 

Mr.  Waters.  No,  sir. 

Senator  Reed.  Have  we  exported  dyes  from  the  United  States 
in  the  last  year  ? 

Mr.  Waters.  I  have  been  told  we  have;  I  do  not  know. 

Senator  Reed.  Where  to  ? 

Mr.  Waters.  South  America,  I  understood. 

Senator  Smoot.  Senator — ^if  you  will  allow  me — I  will  give  you  the 
figures  here. 

Senator  Reed.  All  right. 

Mr.  Waters.  Those  figures  are  all  a  matter  of  record. 

Senator  Smoot.  For  1920  we  exported  in  aniline  dyes  to  Portugal, 
Belgium,  France,  Germany,  Italy,  Netherlands,  Russia  (European), 
Switzerland,  United  Kingdom,  Canada,  Mexico,  Central  America, 
West  Indies,  South  America,  Asia,  Oceania,  Africa,  Denmark,  Spain, 
Sweden,  Norway,  and  other  small  countries,  $22,450,480;  logwood 
extracts,  $2,605,060;  and  all  other  dyes,  outside  of  the  two  named, 
$7,373,111. 

Senator  Simmons.  How  much  is  the  total  ? 
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Senator  Smoot.  I  will  give  it  to  you  in  round  numbers,  $32,000,000. 

Senator  Calder.  That  is  in  1918? 

Senator  Smoot.  That  is  1920. 

Senator  McLean.  Why  not  put  a  manufacturer  on  ?  This  gentle^ 
man  does  not  know  what  we  want  to  ascertain. 

The  Chaibman.  I  think  we  better  put  on  another  witness,  unl^s 
you  have  something  to  say,  or  unless  tne  committee  desires  to  address 
further  inquiries. 

Senator  Simmons.  I  wanted  to  ask  one  other  question:  Before  the 
war  we  were  making  some  dyes  in  this  country  ? 

Mr.  Waters.  We  made  about  10  per  cent,  Senator. 

Senator  Simmons.  We  made  those  dyes  in  quantities  sufficient  to 
supply  our  demands  and  that  of  the  exporters? 

Mr.  Waters.  No. 

Senator  Simmons.  We  exported  dyes  before 'the  war? 

Mr.  Waters.  We  might  have  exported  logwoods,  but  we  only 
made  a  little  acid  orange  here. 

•  Senator  Simmons.  To  what  extent,  if  any,  did  the  prices  of  those 
dyes  that  we  produced  in  sufficient  quantities  for  our  domestic 
purposes  before  the  war  increase  ? 

Mr.  Waters.  Before  the  war  we  made  some  acid  orange.  That 
was  selling  for  about  20  cents  a  pound.  To-day  we  are  selling  it 
for  about  45  cents  a  pound.  So  I  think  it  is  about  on  a  prewar  basis, 
considering  labor  and  what  not  that  goes  with  it. 

Senator  Simmons.  You  could  not  give  me  the  average  increase  in 
the  price  of  those  dyes  that  we  were  producing  before  the  war  in 
sufficient  quantity  for  the  domestic  market  ? 

Mr.  Waters.  We  made  such  a  very  few.  We  made  an  acid  orange, 
and  a  little  direct  black,  and  a  little  crystalline  greens,  and  things 
like  that,  for  which  there  is  very  little  use,  Senator. 

Senator  Simmons.  You  can  not  give  it  ? 

Mr.  Waters.  I  could  not  get  right  down  to  it.  There  are  other 
men  here  who  wiU  teU  you  that. 

Senator  Simmons.  Before  the  war  you  say  that  Germany  practi- 
cally had  control  of  the  American  market  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Simmons.  Do  you  consider  that,  although  they  had  a 
trust  that  covered  America,  they  were  chaining  exorbitant  prices 
before  the  war  for  these  dyes? 

Mr.  Waters.  No,  sir;  I  do  not.  They  were  very  cheap  before  the 
war. 

The  Chairman.  The  committee  will  now  continue  to  hear  a  num- 
ber of  gentlemen  who  are  here  to-day  by  engagement  with  the  com- 
mittee, and  I  will  call  on  Mr.  C.  A.  Miller,  of  Philadelphia. 

STATEMENT  OF  CHARLES  A.  HILLEB,  HEPBESENTIN6  ATLAS  DYB 

WORKS,  FBANE70BD,  PHILADELPHIA. 

The  Chairman.  State  your  residence. 

Mr.  Miller.  My  dyehouse  residence  ? 

The  Chairman.  Wnere  your  estabUshment  is. 

Mr.  Miller.  Frankford,  Philadelphia. 

The  Chairman.  You  are  in  the  business  yourself  ? 

Mr.  Miller.  I  am  in  the  dyeing  busmess. 


' 
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The  Chairman.  Will  you  go  on  now  in  your  own  way  and  state 
your  views  concerning  the  question  ? 

Mr.  Miller.  Mr.  Cnairman  and  gentlemen  of  the  committee,  it  is 
the  desire  of  the  Atlas  Dye  Works  to  protest  against  the  licensing 
system  and  the  embargo  of  dyes.  We  aye  artificial  silk  yam  for  the 
trade,  and  cater  especially  to  such  branches  as  are  interested  in 
fast  colors.  From  our  past  experience  with  this  system^  it  takes  too 
long  to  get  the  dyes  we  need.  We  may  write  for  allocation  certifi- 
cates, and  then  get  turned  down  because  something  similar  is  being 
made  in  this  country.  This  necessitates  our  trying  out  the  American- 
made  dyestuflf  to  see  if  it  is  suitable  for  our  work.  For  fastness 
tests  we  should  have  the  hot  summer  sun  to  decide,  by  actual  experi- 
ments, whether  the  American,  product  is  satisfactory  in  this  respect. 
Therefore,  if  we  are  offered  something  in  October  or  November,  we 
can  get  no  actual  tests  until  the  following  summer.  We  have  faith 
enough  in  the  imported  dyes — ^indan thrones — ^from  tests  which  we 
have  made,  to  give  a  written  guaranty  to  the  manufacturers.  This 
guaranty  reads  as  follows: 

We  guarantee  the  colors  furnished  to  be  absolutely  fadeless.  If  color  chacges  from 
exposure  to  sunlight,  or  from  washing  we  will  refund  to  you  your  selling  price  to  the 
trade  on  such  goc^. 

Senator  Smoot.  Who  is  that  agreement  made  with  ? 

Mr.  Miller.  We  made  that  agreement  with  the  manufacturer. 

Now,  you  might  suggest  that  we  could  make  a  quick  test,  for  fast- 
ness, with  some  of  the  artificial  lights,  such  as  the  ultro  violet  X-ray 
light.  We  have  done  this,  but  do  not  find  it  satisfactory.  For  in- 
stance, we  put  half  of  the  same  skein  in  the  sun,  under  glass,  and  the 
other  under  the  violet  light.  After  a  couple  of  weeks'  test  the  color 
in  the  sunlight  had  faded,  while  there  was  no  change  in  the  color 
under  the  artificial  light,  so  we  naturally  have  lost  faith  in  this 
method. 

We  further  object  to  the  embargo,  because  the  American  manu- 
facturers are  not  making  all  the  different  colors  we  need  for  our  shades, 
and  it  is  impossible  for  us  to  look  ahead  and  say  just  what,  and  how 
much  wer  shall  need.  We  nevec  can  teU  our  requirements  until  wo 
receive  the  order  to  dye  the  yarn  in  whatever  shades  our  customer 
may  require. 

Senator  Smoot.  Do  you.dye  anything  in  silk  ? 

Mr.  Miller.  Silk,  cotton,  and  hosiery — principally  silk. 

The  Chairman.  You  are  opposed  to  this  legislation,  are  you  ? 

Mr.  Miller.  I  am  opposed  to  it. 

The  Chairman.  Ana  you  are  in  the  dye  business  ? 

Mr.  Miller.  We  are  in  the  dye  business.  Here  is  a  sample  of  our 
dyeing  [exhibiting  samples  of  dyed  cords  to  the  committeej. 

Senator  Watson.  You  do  not  do  manufacturing  ? 

Mr.  Miller.  We  do  not  do  manufacturing;  only  dveing.* 

The  Chairman.  You  are  in  the  same  business  as  the  last  witness  ? 

Mr.  Miller.  Who  was  the  last  witness  ? 

Senator  Watson.  Mr.  Waters. 

Mr.  Miller.  I  do  not  think  he  does  this  kind  of  dyeing.  This  is 
art  silk.  There  is  a  difference  in  dyeing  some  fast  colors  on  art  silk 
than  there  is  on  the  cotton. 

The  Chairman.  Of  course,  it  is  a  different  kind  of  dyeing,  but  you 
are  all  in  the  i^ame  general  business. 

Mr.  Miller.  Sure. 
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The  Chairman.  How  is  it  that  he  is  for  this  legislation  proposed 
and  you  are  against  it  ? 

I^Ir.  Miller.  It  is  a  matter  of  opinion,  I  guess. 

Senator  Smoot.  And  a  matter  of  experience. 

Senator  Watson.  Can  you  get  the  kmd  of  dyes  you  want  made  in 
America  ? 

Mr.  Miller.  Not  all  of  them. 

wSenator  Watson.  About  what  per  cent  do  you  have  to  buy  abroad  ? 

Mfr.  Miller.  We  have  been  buying  all  of  them  abroad.  We  only 
use  two  colors  made  in  this  country;  that  is,  ponsol  yellow  and  ponsol 
violet,  made  by  du  Pont. 

Senator  Watson.  During  the  war  you  could  not  get  them  abroad  i 

Mr.  Miller.  No;  we  bought  them  from  dye  gyps. 

Senator  Reed.  What  is  a  *'  dve  gyp  ? " 

Mr.  Miller.  A  dye  gyp  is  a  fellow  who  buys  a  barrel  of  color  and 
makes  about  10  barrels  out  of  it. 

The  Chairman.  How  many  people  do  you  employ? 

Mr.  Miller.  When  we  are  busy  ? 

The  Chairman.  In  your  business. 

Mr.  Miller.  We  employ  26  when  we  are  busy. 

Senator  Reed.  I  am  interested  in  knowing  how  this  '*gyp^'  makes 
10  barrels  out  of  1,  and  whether  he  comes  within  the  protection  of 
this  bill. 

Mr.  Miller.  The  gyp  can  not  get  the  stuff. 

Senator  Reed.  You  employ  26  people  ? 

Mr.  Miller.  We  employ  26  people. 

Senator  Watson.  During  the  war  you  used  some  American-made 
dyes,  did  you  not  ? 

Mr.  Miller.  We  used  to  use  whatever  we  could  purchase. 

Senator  Watson.  You  used  some  American-made  dyes? 

Mr.  Miller.  Sure;  anything  at  all  we  could  get. 

Senator  Watson.  You  made  use  of  some  American  dyes.  Can 
you  answer  the  question  ? 

Mr.  Miller.  Yes. 

Senator  Watson.  Are  you  now  using  any  American-made  dyes? 

Mr.  Miller.  Yes. 

Senator  Watson.  When  you  use  them,  what  per  cent  of  American- 
made  dyes  do  you  use  ? 

Mr.  Miller.  On  all  the  lines  we  handle  or  just  one  particular  line. 

Senator  Watson.  On  all  you  handle  ? 

Mr.  Miller.  About  50  per  cent. 

Senator  Watson.  Half  and  half  ? 

Mr.  Miller.  Yes.^ 

Senator  Watson.  And  the  other  50  per  cent  you  get  through  the 
board  up  here,  do  you? 

Mr.  MILLER.  Yes,  through  the  board. 

Senator  Watson.  And  your  objection  to  the  present  system  is 
that  you  have  trouble  getting  these  dyes  when  you  want 'them? 

Mr.  Miller.  I  have  been  turned  down  only  yesterday.  We  got 
a  letter  from  the  War  Trade  Board  turning  us  down  on  blues  and 
browns. 

Senator  Watson.  Did  they  turn  you  down  on  the  theory 

Mr.  Miller  (interposing).  That  we  can  get  these  things  made  in 
this  country.    The  brown  will  not  make  our  shade.    We  have  already 
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lost  a  week  on  that.  What  am  I  gomg  to  do  when  I  run  out  of  it 
and  my  customers  want  the- goods? 

Senator  Watson.  And  that  shade  of  brown  is  not  made  in  this 
country  ? 

Mr.  Miller.  Not  the  color  we  want. 

Senator  Watson.  Do  you  know  whether  it  can  be  made  in  this 

country  ? 

Mr.  Miller.  I  suppose  it  can  be. 

Senator  Watson,   i  ou  know  it  is  not,  and  you  can  not  get  it  ? 

Mr.  Miller.  I  know  that  the  brown  made  now  is  not  satisfactory 
for  my  work. 

Senator  Watson.  Are  the  American  dyes  that  you  use  satisfactory 
for  you  ? 

Mr.  Miller.  Just  the  ordinary  dyes. 

The  Chairman.  It  is  not  a  question  of  the  quality  of  the  dyes,  but 
a  question  of  the  color  or  the  shade,  as  I  understand  it? 

Senator  Smoot.  They  make  a  longer  range  of  colors. 

Senator  Reed.  Putting  it  in  a  few  words,  you  do  use  some  American 
dyes  that  are  satisfactory  ? 

Mr.  Miller.  Yes,  that  is,  the  direct,  ordinary  colors. 

Senator  Reed.  That  is,  what  you  call  "  direct  and  ordinary  colors  ?" 

Mr.  Miller.  Yes.  This,  besides  the  two  ponsol  yellow  and  ponsol 
violet;  they  are  two  colors  made  by  du  Pont. 

They  are  supposed  to  be  sun-fa&t,  but  we  are  not  sure  of  it.  W^ 
give  a  guarantee  that  will  "bust''  us  up  if  we  can  not  get  the  goods. 

Senator  Reed.  When  you  come  to  ayes  that  you  can  not  get  in 
this  country  that  are  satisfactory,  you  have  to  go  down  to  this  War 
Board  and  get  permission  to  import  ? 

Mr.  Miller.  That  is  right. 

Senator  Reed.  And  sometimes  they  give  you  the  permission  and 
sometimes  they  do  not  ? 

Mr.  Miller.  That  is  correct. 

Senator  Reed.  And  in  any  event  it  involves  delay  ? 

Mr.  Miller.  Sure.     Here  is  a  case  where  it  involv-es  a  week's  delav. 

Senator  Reed.  In  the  meantime,  if  you  have  an  order  and  you  can 
not  get  these  dyes,  you  can  not  fill  the  order  ? 

Mr.  Miller.  No,  we  can  not  fill  the  order. 

Senator  Reed.  And  if  you  can  not  fill  the  order,  that,  of  course, 
will  throw  out  of  employment  some  poor,  downtrodden,  workingmen 
of  America  ? 

(No  response.) 

Senator  Watson.  Now,  Mr.  Witness,  imder  the  protection  afforded 
by  the  war  they  built  up  the  dye  industries  so  that  you  can  buy  50 
per  cent  of  all  dyes  you  use  in  the  United  States  ? 

Mr.  Miller,  i  es. 

Senator  Watson.  Have  you  any  objection  to  proper  protection  to 
protect  this  industry  so  that  they  can  make  the  other  50  per  cent 
that  you  use  ? 

Mr.  AbLLER.  No. 

Senator  Watson.  You  would  rather  buy  American  dyes  than  Ger- 
man dyes,  would  you  not  ? 

Mr.  Miller.  I  would  sooner  buy  them  if  I  can  get  them  in  all  the 
colors. 

The  Chairman.  Go  on,  Mr.  Miller. 
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Senator  McjCumber.  Let  me  ask  you,  before  you  go  on:  Do  you 
know  whether  it  is  possible  for  the  Ainerican  manufacturers  to  make 
every  color  that  is  made  in  Germany  ? 

Mr.  Miller.  I  do  not  know. 

Senator  McCumber.  You  know  they  do  not  do  it  now  ? 

Mr.  Miller.  I  know  they  do  not  do  it  now.  I  suppose  if  they  try 
hard  enough  we  can  possibly  get  them  to  do  so,  the  same  as  the 
Germans.  At  any  rate,  they  ought  to  have  brains  enough.  We 
had  an  instance  on  April  27.  We  wrote  to  the  War  Trade  Board 
explaining  that  indanthrene  vellow  G  double  cost  us  $6.90  per  poimd, 
while  Du  Pontes  ponsol  yellow  cost  us  $3.80  per  pound,  and  the 
Du  Pont  product  is  just  half  the  strength  of  the  imported.  It  would, 
therefore,  take  2  pounds  of  this  product  at  $3.80,  or  a  cost  of  $7.60, 
to  equal  1  pound  of  the  indanthrene  at  $6.90.  Therefore,  our  dye 
would  cost  us  70  cents  a  poimd  more,  and  as  we  frequently  use  6 
pounds  of  yellow  in  one  shade,  it  practicallv  costs  us  over  $4.20 
more  for  dyeing  a  himdred  poimds  of  art  sUk  in  this  shade.  This 
letter  was  written  to  the  War  Trade  Board  after  they  had  refused 
to  give  us  a  hcense  for  the  imported  color.  They  further  advised  us 
that  the  price  asked  for  the  domestic  color  was  reasonable,  under  the 
conditions.  I  have  a  copy  of  the  letter  here,  if  desired.  Shall  I 
read  that  ? 

The  Chairman.  You  can  have  it  printed,  imless  you  desire  to 
read  it. 

* 

Mr.  Miller.  I  have  a  copy  of  the  letter  here. 
Senator  La  Follette.  I  would  Uke  to  see  how  they  explain  that  is 
a  reasonable  price. 
Mr.  Miller  (reading) : 

In  reply  to  your  letter  of  April  27,  1921,  on  the  subject  of  the  price  of  ponsol  yellow 
as  compared  to  the  price  of  indanthrene  yellow  G  of  foreign  make,  please  be  adNrised 
that  a  reasonable  price,  within  the  meaning  of  the  War  Trade  Board  regulations,  is 
deemed  to  be  the  price  for  which  a  controlled  commodity  can  be  manufactured  in  an 
efficiently  operated  plant  in  the  United  States  and  sold,  with  a  fair  profit  to  the  pro- 
ducer, irfpspective  of  the  price  for  which  the  product  may  be  obtained  from  abroad. 
In  determining  reasonable  price,  consideration  is  also  given  to  the  economic  condi- 
tions obtaining  at  present  among  the  nations  of  the  world,  the  present  rate  of  exchange, 
and  the  difference  in  the  cost  of  domestic  manufacture  as  compared  to  the  cost  of 
manufacture  abroad.  In  consideration  of  all  the  foregoing,  the  price  at  this  time,  for 
domestic-made  ponsol  yellow,  is  not  regarded  by  the  War  Trade  Board  as  being  un- 
reasonable. 

Senator  Reed.  In  other  words,  whatever  the  American  price  is,  is 
reasonable  ? 

Mr.  Miller.  Reasonable,  no  matter  what  it  is. 

Senator  La  Follette.  What  is  the  date  of  that  letter  ? 

Mr.  Miller.  They  have  not  put  a  date  on  this.  I  can  give  you 
the  original  letter. 

Senator  Reed.  Please  get  it  and  put  it  in  the  record. 

Senator  McLean,  Was  it  written  this  year  or  last  year  ? 

Mr.  Miller.  It  was  written  this  year,  and  is  in  reply  to  our  letter 
of  April  27,  1921. 

Senator  McLean.  Perhaps  if  we  guarantee  the  embargo  a  new  board 
ought  to  be  provided. 

Senator  Reed.  Yes;  and  then  that  the  new  board  ought  to  behave 
itself. 

Mr.  Miller.  Here  are  three  shades  which  I  have  been  dyeing  for 
certain  customers  [exhibiting  samples   to   the   committee] — ^green. 
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gold,  and  brown.  If  I  made  these  shades  with  domestic  fast  colors, 
they  would  cost  me  50  cents  for  green,  44  cents  for  gold,  and  60  cents 
forbrOwn,  just  for  dyestufFs  alone. 

I  recently  saw  an  article  quoting  the  price  of  these  same  colors  in 
Canada,  and  at  which  price  the  (westuns  on  the  shades  mentioned 
would  cost  me — 24  cents  per  pound  for  the  green,  22  cents  per  pound 
for  the  gold,  29  cents  per  pound  for  the  brown.  To  put  it  another 
way,  the  man  in  my  line  oi  business  in  Canada  would  pay  about  half 
the  price  for  his  dyestufFs.  The  green  dyestuff  on  a  pound  of  art  silk 
would  cost  him  26  cents  per  pound  less;  the  gold  dyestuff  on  a  poimd 
of  art  silk  would  cost  him  22  cents  per  pound,  and  the  brown  dyestuff 
on  a  pound  of  art  silk  would  cost  him  31  cents  per  pound.  This 
difference  would  go  a  long  way  toward  making  Up  the  tariff  protec- 
tion which  our  manufacturers  have  on  these  goods. 

In  conclusion,  I  want  to  ask,  is  not  the  smaU  dyer  to  be  protected  as 
well  as  the  million-dollar  dyestuff  corporation  ?  Is  it  fair  to  the  dyer 
to  make  him  carry  six  months*  stock  oi  dyes  ?  Under  the  tariff  system 
that  has  alwajrs  been  the  importer's  business.  I  recently  took  an 
order  for  dyemg  a  very  considerable  quantity  of  guaranteed  fast 
colors;  the  contract  is  to  last  one  year. 

How  can  I  tell  that  the  colors  I  should  use  will  be  available  during 
the  coming  year;  that  under  this  system  I  will  not  be  forced  to  sub- 
stitute something  that  I  have  not  had  sufficient  time  to  try  out? 
When  a  dyer  gives  such  a  broad  guaranty  as  ours,  he  should  not  be 
hindered  in  securing  the  necessary  colors  to  make  good.  I  have  taken 
this  contract  with  the  sincere  belief  that  Congress  will  not  continue 
this  system.  Anv  change  in  colors  or  any  deficiency  could  very  easily 
be  ruinous  both  for  me  and  my  business. 

Senator  McLean.  Who  signed  that  letter  from  the  War  Trade 
Board  that  you  read  ? 

Mr.  MiLLEB.  I  can  not  tell  you;  I  can  give  you  the  original. 

Senator  McLean.  I  wish  you  would  lumish  the  committee  the 
name  of  the  gentleman  who  wrote  that  letter. 

Mr.  MiiXEB.  I  will  send  you  the  letter  down. 

Senator  McLean.  All  right. 

(The  original  letter  referred  to  is  as  follows :) 

War  Trade  Board, 
Washingtoriy  April  SS,  1921. 
Atlas  Dye  Works,  Philadelphia^  Pa. 

Gentlemen:  In  reply  to  your  letter  of  April  27,  1921,  on  the  subject  of  the  price  of 
poDsol  yellow  as  compared  to  the  price  of  indanthrene  yellow  G  of  foreign  make,  please 
be  advised  that  a  reasonable  price  within  the  meaning  of  the  War  Trade  Board  regula- 
tions is  deemed  to  be  the  price  for  which  a  controlled  commodity  can  be  manufactured 
in  an  efficiently  operated  plant  in  the  United  States  and  sold  with  a  fair  profit  to  the 

f'roducer,  irrespective  of  the  price  for  which  the  product  may  be  obtained  from  abroad, 
n  determining  reasonable  price,  consideration  is  also  giveii  the  economic  conditions 
obtaining  at  i^sent  among  the  nations  of  the  world,  the  present  rate  of  exchange,  and 
the  difference  in  the  cost  of  domestic  manui&icture  as  comi)ared  to  the  cost  of  manufebc- 
ture  abroad.  In  consideration  of  all  the  foregoing,  the  price  at  this  time  for  domestic 
made  ponsol  yellow  is  not  regarded  by  the  War  Trade  Board  as  being  unreasonable. 
Very  truly,  yours, 

Bureau  of  Imports. 
By  L.  J.  Robinson. 

The  Chairman.  The  committee  will  now  be  glad  to  hear  Mr. 
Hodshon. 
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STATEMENT   OF  A.  A.  HODSHON,  FELT-HAT  MANX7FACTT7BER, 

DANBTJBY,  CONN. 

• 

The  Chairman.  State  your  full  name. 

Mr.  HoDSHON.  My  name  is  Alfred  A.  Hodshon* 

The  Chairman.  What  is  your  business  ? 

Mr.  HoDSHON.  I  am  a  felt-hiat  manufacturer. 

The  Chairman,  You  reside  where  ? 

Mr.  HoDSHON.  At  Danbury,  Conn. 

The  Chairman.  Will  you  state  as  briefly  as  may  be  your  views  ? 

Mr.  Hodshon.  I  came  here,  Mr.  Chairman,  and  gentlemen  of  the 
committee,  to  explain  the  condition  of  the  dyes  as  they  related  to 
fur  felt  hats.  We  make  fur  felt  hats  for  men  exclusively.  That  is  all 
our  business.  And  in  making  the  fur  felt  hats,  in  the  first  place,  we 
take  rabbit's  fur  and  form  it  into  a  fabric,  which  is  felted  tnrough  a 
felting  process  to  a  very  tight  fabric,  and  also  quite  thick.  When 
you  come  to  dye  that  fabric  with  dyes  you  have  to  have  very  level 
dying  colors  so  that  they  will  penetrate  through  this  thick  fabric, 
and  also  they  must  be  fast  to  light,  as  there  has  been  a  general  under- 
standing through  the  trade  for  years  that  if  the  hat  fades  they  send 
it  back  to  the  manufacturer,  and  during  the  last  period  of  the  war 
we  have  had  a  considerable  number  of  hats  returned  to  us  for  fading, 
and  we  have  been  trying  to  get  colors  that  would  hold  fast  to  the 
light,  and  also  give  us  level  dyeing  and  penetrating  that  would  make 
the  hat  a  serviceable  sightly  nat. 

I  will  explain  to  you  that  after  a  hat  is  dved  the  hat  goes  through 
several  processes  of  boiling  water  and  finally  comes  to  what  we  call 
the  finishing  process,  where  it  is  put  out  to  dry  onto  a  block  and 
pounced  witn  flint  paper,  and  the  surface  is  pounced  off.  So  that  no 
matter  if  you  have  the  proper  shade  on  the  surface  of  your  material, 
when  you  pounce  it  you  would  go  down  beneath  that  surface,  and  if 
your  dyes  were  not  thoroughly  penetrating  level  dyes  you  will  get  a 
mottled  appearance.     You  do  not  get  a  good,  clear  color. 

So  that  nas  been  one  of  our  great  troubles  in  getting  dyes  that 
would  work  properlv,  and  the  embargo,  of  course,  has  stopped  us 
from  getting  some  of  those  dyes;  in  getting  dyes  before,  of  course,  all 
we  had  to  do  if  we  wanted  to  trv  a  new  dye  and  make  a  new  color 
was  to  go  to  our  dyehouse  and  they  had  dyes  in  stock  of  almost  any 
kind. 

Senator  Watson.  Imported  ? 

Mr.  Hodshon.  Imported,  of  almost  any  kind  we  wanted  to  make 
samples  out  of,  or  make  new  shades  of  any  kind ;  and  we  would  go  to 
the  ayehouse  and  we  would  get  dyes  applicable  to  our  reauirements. 

Now,  of  course,  we  can  not  do  that.  We  have  to  go  tnrough  the 
War  Trade  Board  in  order  to  get  our  request  through  for  dyes,  and 
it  holds  us  up  a  long  time. 

We  startea  about  three  months  ago  to  make  some  trials  to  get  some 
colors  that  were  fast;  that  is,  we  could  put  out  to  the  trade  and  rely 
on;  and  we  made  some  tests,  and  finally  found  some  dealers  that  we 
thought  we  could  do  it  with.  They  were  imported  colors,  because  we 
do  not  find  we  can  do  it  with  the  colors  that  we  buy  here.  We  made 
those  tests,  and  finally  made  some  samples  in  our  laboratories,  and 
then  we  finally  ordered  some  dyes.  We  ordered  those  dyes  in  June. 
We  received  a  letter  on  July  26,  and  the  letter  says  that  '*  the  consular 
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invoice  is  just  received  and  dated  July  4,  which  advises  the  shipment 
from  abroad,  and  your  order  of  June  14  and  June  29/' 

We  have  not  received  those  dyes  yet,  and  by  the  time  we  do 
receive  them  and  make  our  samples  we  will  be  too  late  to  get  into 
the  next  season's  trade  with  merchandise  for  this  vear's  busmess. 

Senator  Smoot.  Did  I  imderstand  you  to  say  that  the  American 
manufacturer  can  not  make  an  ordinary  black  with  a  brown,  or  colors 
that  you  use  upon  hats  that  will  penetrate  clear  through  your  raw 
stock? 

Mr.  HoDSHON.  Understand  that  we  use  black.  We  get  along  pretty 
well  with  that.  Of  course,  a  large  percentage  of  our  dyes  are  Amer- 
ican-made dves.  It  is  where  we  get  into  the  fancy  snades  that  we 
fall  down;  for  example,  take  the  lighter  brown  shades  and  pearl 
shades.         . 

Senator  Smoot.  That  is  what  I  wanted  to  bring  out,  because  I 
imderstand  that  the  American  manufacturer  can  manufacture  iust 
as  good  a  black  and  just  as  fast  a  black  and  all  the  ordinary  colors 
as  fast  as  they  are  made  any  place  in  the  world. 

Mr.  HoDSHON.  There  is  a  difference  in  making  stiff  hats.  We  used 
to  make  what  we  called  the  full  stiff  hat;  that  is,  the  brim  was  stif- 
fened to  such  an  extent  that  you  could  curl  it  anywhere  you  wished* 
It  was  stiffened  with  shellac  with  a  hot  iron,  and  it  would  stay  any- 
where you  put  it  withbut  reinforcement  with  a  wire  around  the  edge. 
We  would  make  those  hats  in  almost  any  style.  The  hats  that  we 
really  require  for  the  genteel  are  more  what  we  call  full  stiff  hats. 
Those  hats  we  dye  with  a  black  that  we  used  to  get  from  Badische 
Soda  Fabrik  house,  and  we  dyed  in  the  felt  previously  to  being 
stiffened. 

We  never  found  a  dye  since  that  we  could  do  th«t  with.  We  had 
to  change  our  methods  of  manufacturing  stiff  hats  to  dye  them  after 
stiffened,  because  the  dyes  will  not  hold  and  give  you  the  colors,  nor 
will  they  stand  the  process,  but  seemed  to  turn  mostly  all  to  a  plum 
color,  and  we  would  get  a  plum  shade,  which  we  can  not  overcome, 
because,  after  the  hat  is  stiffened,  we  use  an  alkali  bath  to  clear 
the  surface  again  of  the  shellac,  and  these  hats  that  we  made  pre- 
viously we  can  not  make  them  now. 

Senator  MgLban.  I  did  not  quite  get  at  the  fundamental  reason 
for  the  delays  in  your  foreign  order  for  dyes. 

Mr.  HoDSHON.  Why,  you  have  to  go  through  certain  requirements 
that  delays  the  shipment. 

Senator  McLean.  Was  that  the  case  in  this  instance,  or  was  it  due 
to  transportation  difficulties  ? 

Mr.  HoDSHON.  It  was  the  case  in  any  instance.  I  do  not  see  how  it 
could  be  overcome,  because  it  would  be  impossible  for  us  to  go  into 
foreign  dyes — that  is  practically  impossible,  if  we  had  to  go  through 
this  rigmarole,  because  we  would  have  to  carry  six  months'  supply 
of  colors. 

Senator  McLean.  What  I  wanted  to  ^et  at  was,  in  this  particular 
instance.  Was  it  due  to  the  delay  in  shipping? 

Mr.  HoDSHON.  I  could  not  say.  I  can  not  tell  you  just  where  the 
delay  comes  in.  We  got  the  papers  out  and  ordered  the  stuff  by 
cable.  It  may  be  due  to  delayed  shipping;  that  is,  part  of  it  delay 
in  shipping. 
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Senator  McLean.  Then,  wait  a  minute.  You  would  be  safer  in 
your  supply  if  all  dyes  were  made  in  this  coimtry,  would  you  not, 
if  they  were  satisfactory  dyes  1 

Mr.  HoDSHON.  Oh,  yes. 

Senator  Smoot.  Would  you  prefer  to  buy  American  dyes  ? 

Mr.  HoDSHON.  Oh,  certainly.  We  buy  all  the  American  dyes  we 
can. 

Senator  McLean.  That  eliminates  that  delay  in  shipping  which 
has  always  been  bad. 

Mr.  HoDSHON.  Understand,  when  a  window  dresser  takes  a  few  hats 
out  of  stock  and  puts  them  into  a  window  to  show  what  he  has, 
the  first  thing  we  Know  we  get  a  box  of  hats  back.  These  hats  did 
not  hold  color,  and  one  side  of  the  hat  was  one  color  where  it  stood 
toward  the  sun,  and  the  other  side  would  be  another  color.  That 
causes  a  lot  of  trouble.  '     ' 

Senator  McLean.  How  long  have  you  experienced  that  trouble — 
how  many  years  ? 

Mr.  HoDSHON.  I  can  not  say — ever  since  we  started.  Of  course, 
if  you  go  back  you  will  have  trouble  again  before  we  use  these  colors 
from  Germany.  But  we  have  had  hats  on  our  roof  for  two  months 
that  have  not  faded  a  particle. 

Senator  McLean.  That  applies  to  a  portion  of  fancy  colored  hats  ? 

Mt.  Hodshon.  Yes.  * 

Senator  McLean.  Just  a  small  percentage  of  your  product  1 

Mr.  Hodshon.  Just  a  small  percentage  ofour  business.  It  is  a  vital 
part  of  our  business,  an  we  get  those  colors  when  we  need  them, 
not  three  months  afterwards;  that  is  the  idea.  If  our  importer  had 
those  colors  in  stock  we  could  go  to  him  and  get  those  colors  and  do 
our  business  and  continue  with  our  business.  But  if  we  had  to  wait 
this  long,  the  opportunity  has  disappeared,  the  style  has  changed  or 
has  gone  out.  Besides,  it  requires  us  to  carry  probably  10  times  the 
amount  in  money  of  dyestuffs  in  stock  that  we  would  have  had  under 
the  other  conditions. 

Senator  Reed.  We  were  talking  a  moment  a^go  about  the  delay 
in  this  instance  you  have  cited  being  due  to  a  shipment.  Of  course, 
delays  are  always  likely  to  occur  in  ^pments,  and  I  imderstand  you 
to  say  that  before  you  had  the  embargo  and  when  things  were  normal 
there  were  supplies  kept  in  this  country  of  all  kinds  of  dyes,  and  you 
could  get  them,  therefore,  without  the  delay  in  transit.     That  is  true  t 

Mr.  Hodshon.  That  is  true. 

Senator  Reed.  Now,  your  complaint  is  that,  while  you  want  to  use 
American  dyes  and  use  them  where  you  can  get  equally  good  dyes, 
there  are  some  dyes  that  can  not  be  made  here  in  a  way  that  is  satis- 
factory to  you.    That  is  complaint  No.  1 1 

Mr.  Hodshon.  Yes. 

Senator  Reed.  And  when  you  undertake  to  get  those  dyes  in 
from  other  countries,  Germany  or  any  other  country  where  they  are 
made,  the  dyes  are  not  on  hand  in  this  country,  and  you  must  so 
to  a  board  and  file  an  application,  and  have  the  board  pass  upon  the 
application,  and  after  all  that  is  done  then  order  your  dyes,  and  be 
subjected  to  the  delay  of  getting  them.    That  is  the  situation  i 

Mr.  Hodshon.  Yes,  sir. 

Senator  La  Follette.  Have  you  had  any  of  your  applications 
to  the  board  denied  ? 
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Mr.  HoDSHON.  Tes;  we  had  one,  I  believe,  for  blue  denied,  and  we 
have  a  continual  trouble  with  that.  We  dye  our  hats  mostlj,  we 
will  say,  in  lots  of  24  dozen,  one  color  at  a  time,  and  during  the  proc- 
esses after  the  dyeing  the  felt  washed  out  so  that  you  woula  probably 
have  to  take  out  from  one  to  three  dozen  out  of  that  24  dozen,  and  we 
either  had  to  dve  them  over  into  a  darker  color  or  else  sort  them  up 
into  shades  and  use  a  dozen  as  you  can.  The  dye  does  not  stand  the 
work. 

Senator  Watson.  What  percentage  of  your  dyes  are  made  in 
America  ? 

lib*.  HoDSHON.  I  should  judge  we  use  something  like  75  or  80  per 
cent,  blacks  and  anything  we  can  get  along  with  we  use.  But  there 
are  a  lot  of  things — of  course,  in  our  business,  novelties  count  a  great 
deal,  and  we  have  tried  to  get  out  something  new  and  you  feUows 
want  to  wear  and  look  a  little  nobbier  than  the  other  fellow,  and  we 
can  not  do  it  as  easily  as  if  we  were  not  restrained  in  getting  materials. 

Senator  Watson.  In  other  words,  when  you  ^o  to  this  board 
you  are  subject  to  all  the  delays  that  you  are  subject  to  when  you 
go  to  any  governmental  board  ? 

Mr.  HoDSHON.  Yes. 

Senator  Watson.  That  is  a  Ucense  system? 

Mr.  HoDSHON.  Yes. 

Senator  Watson.  Or  anything  run  by  the  Grovernment  ? 
'  Mr.  HoDSHON.  Yes.  Besides  that  their  experience  is  not  our 
experience.  A  commission  or  board  you  go  to  has  no  technical 
knowledge  of  your  business.  There  may  be  things  in  your  business 
that  do  not  apply  to  any  other  business  at  all,  and  thev  may  say  this 
dye  dyes  a  brown  piece  of  yam  or  wool,  and  it  may  dye  it  all  right, 
as  there  is  nothing  to  penetrate.  There  is  no  trouble  to  dye  those 
things  with  dyes,  but  if  you  come  to  get  a  thick,  hard  felt,  and  you 
have  got  to  get  the  dye  through  there,  you  will  have  to  have  the  dye 
that  will  do  the  work. 

Senator  Watson.  Mr.  Chairman,  while  it  is  of  some  disadvantage 
to  all  these  witnesses  to  come  here,  yet  because  of  our  presence  being 
required  in  the  Senate,  I  move  that  the  committee  rise  until  to- 
morrow  mormng. 

The  Chatrman.  The  conmiittee  will  now  stand  adjourned  until 
to-morrow  at  10.30  o'clock  a.  m. 

(Thereupon,  at  12.15  o'clock  p.  m.,  the  committee  adjourned  to 
meet  to-morrow,  Thursday,  August  4,  1921,  at  10.30  o'clock  a.  m.) 

Thursday,  August  4, 1921. 

The  committee  met,  pursuant  to  adjournment,  in  room  312, 
Senate  Office  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boies  Penrose 
presiding. 

Present:  Senators  Penrose  (chairman),  McCumber,  Smoot,  La 
Follette,  Dillingham,  McLean,  Curtis,  Watson,  Calder,  Simmons,  and 
Walsh. 

The  Chairman.  The  committee  will  come  to  order. 

Senator  Curtis.  Mr.  Chairman 

The  Chairman.  Senator  Curtis. 

Senator  Curtis.  I  would  like  to  ask  the  chairman  to  close  the 
hearings  today  at  12  o'clock,  because  we  have  an  important  bill  to 
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vote  upon,  and  I  hope,  in  view  of  thi^t  fact,  that  all  wtnesses.  who 
testify  will  be  as  briet  as  possible,  because  we  must  have  every  Sena- 
tor there  this  afternoon. 

The  CoAiRBfAN.  It  is  understood  that  under  a  unanimous-con- 
sent agreement  the  Senate  is  proceeding  to  consider,  in  limited 
speeches,  and  to  vote,  if  possible,  to-day  upon  a  bill,  and  therefore  the 
committee  will  be  compelled  to  adjourn  at  12  o'clock  in  order  to 
permit  the  members  to  oe  on  the  floor  and  vote  on  the  frequent  roll 
calls  which  will  prevail  during  the  afternoon.  In  view  of  that  fact 
it  is  desirable  for  the  witnesses,  who  are  numerous,  to  make  their 
statements  as  brief  as  possible,  particularly  in  view  of  the  fact,  that 
a  subcommittee  of  this  committee  has  already  held  voluminous 
hearings  within  a  comparatively  recent  period,  and  also  similar 
hearings  have  been  held  by  the  Ways  and  Means  Committee  of  the 
House  of  Representatives.  The  matter  has  been  quite  fully  argued 
and  debated  in  the  Senate. 

The  committee  will,  at  the  special  request  of  Admiral  Smith,  if  he 
is  present,  proceed  to  hear  him. 

STATEMENT  OF  ADMIRAL  W.  STBOTHEB  SMITH,  UNITED  STATES 

NAVY. 

Admiral  Smith.  The  Secretary  of  the  Navy  has  addressed  to  you 
a  letter  on  the  subject,  sir. 

The  Chairman.  Yes,  sir;  I  have  it. 

Admiral  Smith.  The  only  point  that  the  Navy  wishes  to  bring  up 
is  in  regard  to  the  preparation  for  war  in  having  dye  industries  in 
this  country  that  can  supply  war  materials. 

The  question  resolves  iteelf  into  either  making  a  Government 
laboratory  or  encouraging  private  industries.  A  Government  labo- 
ratory with  a  highly  trained  personnel  would  be  a  very  expensive 
proposition,  especially  in  the  evolution  of  gas  warfare. so  absolutely 
essential. 

Before  the  war  we  were  absolutely  at  the  mercy  of  foreign  countries, 
almost  for  everything,  and  unless  we  can  keep  ready  at  hand  the 
means  of  quick  preparation  we  will  be  at  the  mercy  of  any  other 
foreign  country  which  is  better  prepared. 

Senator  Smoot.  Admiral,  do  you  think  a  Government  laboratory 
would  be  as  expensive  as  it  woula  be  to  have  an  absolute  embargo  and 
allow  any  price  to  be  paid  for  all  of  the  dyes  wanted  in  the  United 
States? 

Admiral  Smith.  I  think  it  would,  sir,  because  we  would  have  to  keep 
a  Government  laboratory  for  a  great  many  years,  but  an  embargo  can 
be  limited  to  a  few  years. 

Senator  Smoot.  1  can  not  see  any  argument  in  that.  If  the  em- 
bargo is  for  a  few  years,  your  laboratory  could  cease  when  the  em- 
bargo ceased. 

Admiral  Smith.  But  you  would  have  to  spend  a  great  deal  of  money 
in  building  a  laboratory  and  getting  it  started. 

Senator  Smoot.  But  the  American  people  would  have  to  pay  a  great 
deal  of  money  the  other  way. 

Admiral  Smfth.  The  main  point  that  I  have  in  mind  is  only  having 
something  at  ready  command.  That  is  all  I  am  interested  m.  The 
means  of  doing  it  1  leave  to  others. 
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The  Chaibbcan.  What  are  the  principal  articles  that  the  Navy 
Department  is  dependent  upon  in  tnis  connection  ? 

Admiral  Smith.  The  principal  articles  are  gas-tar  products  and 
derivatives  which  are  used  in  manufacturing  explosives,  and  also 
the  derivatives  used  in  making  toxic  gases. 

Senator  Smoot.  How  did  you  get  along  at  the  beginning  of  the 
war  ?    Upon  whom  did  you  depend  then  ? 
Admiral  Smith.  We  had  not  developed  gas  warfare  then. 
Senator  Smoot.  Upon  whom  are  you  depending  now  ? 
Admiral  Smith.  We  are  depending  now  upon  the  Army* 
Senator  Smoot.  The  Army  is  doing  it  to-aay  ? 
Admiral  Smith.  The  Army  is  doing  it  to-day  in  a  way. 
Senator  Smoot.  You  want  the  Army  to  cease  now  ? 
Admiral  Smith.  Oh,  no,  sir.     Gen.  Fries  will  tell  you  all  that. 
He  is  thoroughly  familiar  with  that  end  of  the  game. 

The  Chairman.  If  the  Army  gets  along  without  this  embargo, 
whv  can  not  you  get  along  without  it  ? 

Admiral  Sboth.  We  can.  If  the  Army  can  get  along  without  we 
can  do  it,  sir. 

Senator  Smoot.  What  has  the  embargo  done  to  assist  the  Army 
in  any  wav  in  this  chemical  warfare  devSopment  ? 
Admiral  Smith.  Nothing  that  I  know  of,  so  far. 
Senator  Smoot.  Then,  why  does  not  the  Army  proceed  just  as 
they  have  in  the  past  ? 

Admiral  Smith.  I  do  not  think  the  Army  can  keep  up  and  manufac- 
ture enough  or  keep  a  sufficient  staff  to  supply  war  materials  when 
a  war  comes. 

Senator  McCumber.  About  all  the  Army  can  do  is  simply  to  make 
experiments  t 

Admiral  Smith.  That  is  all,  sir. 

Senator  McCumber.  It  can  not  produce  on  any  great  scale,  and 
you  would  need  other  factories  if  they  were  suddenly  called  upon  to 
produce  upon  a  large  scale  ? 

Admiral  Smith.  If  we  were  suddenly  called  upon  to  produce 
upon  a  lai^  scale  the  Army  could  not  touch  it. 

Senator  Dillingham.  And  that  is  the  thought  that  you  wish  to 
impress  upon  the  committee,  is  it  ? 

Admiral  Smith.  Yes,  sir;  that  we  absolutelv  need  these  materials 
in  time  of  war  and  some  method  to  produce  tnem 

Senator  Smoot.  And  if  we  have  a  war  50  years  from  now  you 
think  we  ought  to  have  an  embargo  for  50  years  ? 

Admiral  Smith.  Oh,  no,  sir;  just  long  enough  to  encourage  the 
industries  to  build  up. 

Senator  Smoot.  Tnat  will  be  50  years. 

Admiral  Sbhth..  That  is  a  subject  that  I  am  not  familiar  with,  sir. 
Senator  Curtis.  Senator,  they  have  never  asked  over  five  years. 
Senator  Smoot.  No,  but  thev  asked  first  for  a  certain  length  of 
time,  and  they  will  ask  in.  this  bill  for  a  certain  length  of  time. 

Senator  Watson.  If  they  could  develop  in  the  next  five  years  as 
much  as  they  have  in  the  last  three,  tney  would  soon  have  this 
business  on  a  sound  basis  1 
Admiral  Smith.  Yes,  sir. 
The  Chaibman.  Is  that  all.  Admiral  ? 
Admiral  Smith.  That  is  all. 
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'  The  Chairman.  Dr.  Edgar  F.  Smith,  of  the  University  of  Pennsyl- 
vania, desires  to  be  heard,  the  Chair  is  informed. 
Dr.  Smith  does  not  respond. 
The  next  gentleman  is  Gen.  Fries. 

STATEHBNT    OF    BBIG.    GEN.    AMOS    A.    FBIES,    CHIEF    OF   THE 
CHEMICAL  WA&FABE  SEBVICE,  UNITED  STATES  ABMY. 

Gen.  Fries.  Mr.  Chairman  and  other  members  of  the  Senate 
Finance  Committee,  I  have  here  a  chart  that  was  drawn  up  about  a 
year  ago 

Senator  Watson.  Give  your  name,  please,  and  your  experience  in 
this  matter. 

Gen.  Fries.  Amos  A.  Fries,  brigadier  general,  chief  of  the  Chemical 
Warfare  Service. 

Senator  Watson.  When  did  you  become  chief  of  the  Chemical 
Warfare  Service  ? 

Gen.  Fries.  I  became  chief  of  the  Chemical  Warfare  Service  in 
France  on  or  about  August  17,  1917,  and  continued  as  chief  of  the 
service  in  France  throu^out  the  war. 

Senator  Watson.  Chief  of  the  Chemical  Service  in  France  through- 
out the  entire  war? 

Gen.  Fries.  Yes,  sir;  returning  to  the  United  States  just  before 
Christmas  in  1918. 

Senator  Watson.  What  have  you  been  doing  since  ? 

Gen.  Fries.  I  have  been  on  duty  with  the  Chemical  Warfare  Serv- 
ice; partly  in  Washington  and  partlv  in  command  of  Edgewood 
Arsenal,  and,  since  March  1,  1920,  Chief  of  the  Chemical  Warfare 
Service  of  the  United  States  Armv. 

Senator  Watson.  When  was  the  Chemical  Warfare  Service  estab- 
lished in  connection  with  the  Army  ? 

Gen.  Fries.  It  was  established  m  France  definitely  on  September 
3,  1917.     I  was  put  in  charge  a  couple  of  weeks  before  that. 

Senator  Watson.  And  before  that  there  had  been  no  such  thing 
in  connection  with  the  American  Army,  had  there  ? 

Gen.  Fries.  There  had  not. 

As  I  started  to  say  before,  I  have  a  chart  here  which  was  drawn 
up  a  year  ago  to  show  the  relations  between  war  gas  and  dyes,  ex- 
plosives, and  pharmaceuticals  or  medicines.  It  was  drawn  up  for 
an  exhibit  in  New  York  City  but  serves  admirably  the  purpose  of 
illustrating  why  the  War  Department  is  interested  in  the  coal-tar 
industry. 

As  you  know,  from  coking  coal  or  making  illuminating  ^as  you  get 
coal  tar,  and  you  distill  that  and  get  these  crudes  of  wmch  we  give 
onlv  five  here,  there  being  five  others. 

Senator  Dillingham.  General,  I  suggest  that  your  chart  will  not 
appear  in  the  record. 

Senator  Watson.  Name  them,  please. 

Gen.  Fries.  Benzene,  toluene,  xylene,  -phenol,  naphthalene,  and 
five  others.  These  are  put  on  here  because  they  show  clearly  what 
are  essential,  and  the  others  were  omitted  because  they  would  have 
complicated  the  chart. 

All  of  our  war  high  explosives,  most  of  our  war  gases,  many  of  our 
most  important  medicines,  and  our  photographic  chemicals,  all  of 
which  are  essential  in  war,  come  either  directly  from  these  coal-tar 
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crudes  or  in  combination  with  other  chemicals.  For  instance,  trini- 
trotoluol, which  is  the  only  explosive  now  used  in  war  by  anj  nation, 
so  far  as  they  have  a  sufficient  quantity  of  it.  Before  that  it  was  all 
picric  acid,  or  some  compound  of  it,  which  comes  from  phenol  by 
Bitrating. 

We  have  shown  here  how  these  crudes  are  made  into  dyes.  Tol- 
uene is  made  into  dyes  and  made  into  high  explosives,  and  the  picric 
acid  in  the  same  way  and  into  medicines  also.  We  have  shown  only 
one  group  here,  acetanilid;  but  there  are  a  number  of  groups  coming 
from  benzene  and  aniline  dyes  also  from  carbolic  acid. 

We  make  chloro-picrin  du-ectly  from  the  bleach,  itself  made  from 
chlorine,  and  picric  acid,  and  it  is  one  of  the  most  important  war  gases 
that  we  have. 

Phosgene  is  another  one  of  our  most  important  war  gases.  The 
Germans  learned  how  to  make  it  and  use  it.  They  knew  how  to 
make  it,  because  they  used  it  directly  in  making  dyes,  and  it  is  so 
used  in  this  country  now.  We  have  sold  a  good  deal  of  our  surplus 
phosgene  to  dye  makers. 

In  that  connection,  the  first  phosgene  that  wSis  made  here  was 
made  in  a  chemical  plant  at  Niagara  Falls.  They  had  about  the  only 
information,  outside  of  Frank  Hemmingway,  who  w  s  engaged  in 
chemical  production  in  New  Jersey. 

Senator  Smoot.  To  whom  do  you  refer  when  you  say  ^' we''  ? 

Gen.  Fries.  The  Chemical  Warfare  Service. 

Senator  Smoot.  The  Chemical  Warfare  Service  got  up  this  diagram  ? 

Gen.  Fbies.  Yes,  sir. 

Senator  Smoot.  From  what  Germany  was  already  doing  ? 

Gen.  Fries.  Well,  from  what  Germany  was  doing  and  also  what 
we  had  done,  and  to  show,  also,  what  we  were  going  to  have  to  do 
in  the  future  if  we  keep  prepared  on  this  question. 

From  the  phosgene  dyes  were  made  .«uch  as  yellows,  violets,  blues, 
and  in  that  way,  while  it  was  not  a  coal-tar  product,  it  entered  right 
into  the  manufacture  of  dyes. 

We  are  interested  in  the  medicine  side  of  tlxis  question  tremen- 
dously, and  in  photographic  chemicals  as  well  as  the  dyes;  but  the 
dyes  are  the  most  important  in  a  commercial  way.  Hence,  if  that  is 
-kept  up  the  others  rather  follow.  In  fact,  the  development  of  the 
medicinal  parts  of  these  coal-tar  products  followed  the  development 
of  dyes,  Bven  in  Germany.  Before  the  war,  according  to  the  TariflF 
Commission's  report  of  1915,  there  were  only  seven  concerns  engaged 
in  making  dyes  m  this  country.  In  the  1920  report,  after  six  years 
of  total  embargo,  there  are  shown  82. 

Senator  Curtis.  Right  there:  The  seven  to  which  you  reiex  were 
making  a  very  limited  number  of  dyes  ? 

Gen.  Fribs.  A  very  liinited  number;  and  they  were  using  a  great 
deal  of  intermediates,  which  are  the  next  step  after  the  crudes,  and 
even  crudes  imported  from  Germany.  We  had  a  very  small  coal-tar 
industry,  although  we  had  milUons  of  pounds  going  to  waste  in  the 
old-fashioned  coKe  ovens. 

When  the  war  came  on  the  United  States  could  not  get  enough 
high  explosives  from  toluene.  It  could  not  manufacture  any  war 
gases,  scarcely,  imtil  it  be^an  to  build  its  own  plants.  The  Chemicall 
Warfare  Service  started  m  with  the  hope  oi  getting  the  chemica 
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plants  to  make  those  war  gases.  Their  plants  were  not  large  enough. 
They  were  already  overburdened  with  war  orders,  and  notwithstand- 
ing that  they  had  been  increasing  some  of  their  facilities  for  the  two 
years  that  tney  had  been  working  for  the  Allies  on  some  of  those 
things,  the  Government  had  to  build  tremendous  factories  through- 
out the  country.  Even  then,  as  I  said  before,  some  of  our  very 
first  phosgene  was  made  in  chemical  works  at  Niagara  Falls  and 
another  at  Boundbrook,  N.  J.,  the  Frank  Hemmingway  Co.  The 
chloropicrin  was  manufactured  in  a  concern  at  Stamford,  Conn., 
while  the  Dow  Chemical  Works  made  some  of  our  first  mustard  gas, 
but  even  in  those  cases  the  Government  had  to  help  build  additional 
plants  in  those  places.  Those  plants  not  being  able  to  meet  the 
needs,  the  Government  started  in  and  built  some  other  plants, 
notably  one  at  Edgewood  Arsenal,  which  we  now  have  in  condition 
for  use,  at  a  cost  of  $35,000,000,  and  several  others  costing  many, 
many  miUions  more.  At  the  same  time  the  Ordnance  Department 
built  tremendous  plants. 

Senator  Watson.  Where  is  that  $35,000,000  plant? 

Gen.  Fries.  Twenty  miles  beyond  Baltimore,  on  the  Pennsylvania 
Railroad. 

Senator  Watson.  Is  it  stiU  operating  ? 

Gen.  Fries.  We  are  operating  the  research  part  of  it,  which  is 
the  only  thing  we  can  operate. 

Senator  Smoot.  You  can  not  dispose  of  your  products,  and  the 
Government  does  not  want  them  tonlay  1 

Gen.  Fries.  We  could  make  a  lot  of  products  which  we  could 
dispose  of,  but  it  is  not  the  Government  s  intention  to  engage  in 
business.  We  could  make  chlorine  and  bleach  and  even  phosgene 
for  sale. 

Senator  Calder.  Is  it  the  War  Department's  desire  to  maintain 
and  retain  that  plant  ? 

Gen.  Fries.  It  is,  until  such  time  as  we  have  so  completely  devel- 
oped the  coal-tar  industry  that  we  can  afford  to  abandon  it.  As  a 
matter  of  fact,  to-day  we  would  have  to  depend  on  that  plant  for  a 
large  part  of  our  war  gases,  because  we  have  not  the  plants  through- 
out the  country  and  the  trained  personnel  to  do  it.  Even  now,  if 
we  started  those  plants,  we  would  have  to  call  on  the  coal-tar  industry 
and  other  chemical  industries  for  probably  three  or  four  or  five 
hundred  chemists  and  chemical  workers  and  chemical  operators  to 
put  that  plant  into  operation. 

Senator  Watson.  How  many  expert  chemists  have  you  now  in 
connection  with  the  Chemical  Warfare  Service  ? 

Gen.  Fries.  We  have  about  150  or  160,  but  they  are  almost 
entirely  on  research  and  development.  We  are  doing  those  things 
which  we  can  not  get  any  college  or  research  institutions  to  do. 
There  are  certain  researches  and  developments  in  connection  with 
poisonous  gases  that  the  college  and  other  institutions  do  not  want 
to  take  up. 

Senator  Smoot.  Do  I  understand  that  the  Government  made  these 
researches  and  provided  the  data  so  that  the  necessary  war  materials 
could  be  manunictured  in  this  country  ? 

Gen.  Fries.  A  considerable  part  of  them.  We  sent  a  good  deal 
of  it  over  from  France.  We  had  very  Uttle  information  here.  One 
of  the  most  important  duties  I  had,  as  Chief  of  the  Chemical  Warfare 
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Service  in  France,  in  the  early  dajrs,  was  to  get  this  information  and 
transmit  it  over  by  officers  and  men,  which  we  did  in  many  cases,  or 
by  letter,  to  the  United  States.  They  got  much  additional  informa- 
tion on  phosgene  in  addition  to  that  which  they  got  in  the  Oldbury 
Chemical  Works  and  the  Prank  Henmiingway  Chemical  Works. 

Senator  Smoot:  Did  the  information  come  here  through  the 
Government  ? 

Gen.  Fries.  Not  all  of  it.  Part  of  our  information  on  the  manu- 
facture of  chloropicrin  came  from  private  parties;  and  as  to  the 
^osgene  part  of  it,  the  very  first  that  we  got  came  from  the  Oldbury 
Chemical  Works  at  Niagara  Falls.  Mr.  Lidbury,  in  particular,  took 
an  interest  in  it,  and  also  Frank  Hemmingway,  at  Bound  Brook,  N.  J. 
The  Government  added  to  it  just  as  soon  as  we  could  get  the  informa- 
tion, because  it  i^as  not  in  existence  in  this  country  in  sufficient 
amount  to  do  the  work. 

We  were  also  short,  in  France,  of  personnel.  We  could  not  get 
trained  chemists  enough  for  field  use.  We  have  a  great  de^l  of  use 
for  chemists  right  out  in  the  field. 

One  instance  illustrates  that  clearly.  In  the  fight  in  which  the 
marines  were  engaged  at  Belleau  Woods,  a  report  came  back  to  corps 
headquarters  that  the  Germans  were  using  a  new  gas  and  they  did 
not  know  just  what  to  do.  One  of  the  ablest  men  I  had,  a  chemist, 
was  sent  there  and  rushed  into  the  thickest  of  the  fight,  clear  through 
the  area,  and  was  able  to  report  to  them  that  it  was  no  new  gas; 
that  it  was  the  same  gas  they  nad  been  using  and  that  our  gas  masks 
were  a  protection  against  it. 

That  mformation  was  of  very  great  importance  to  that  command 
and  the  whole  division  operating  around  there.  We  will  need  more 
men  of  that  kind  in  a  future  war.  We  could  not  get  enough  of  them 
in  France. 

Senator  Watson.  How  many  poisonous  gases  did  you  send  abroad 
during  the  war  that  were  tasiae  m  America  ? 

Qen.  Fries.  We  sent  out  four  or  five.  Of  course,  chlorine  was 
sent  abroad.  It  was  used  as  a  poisonous  gas  in  cloud  gas,  but  now  it 
is  not  really  considered  a^poisonous  gas,  oeing  much  less  poisondus 
than  many  others.  We  sent  abroad  some  mustard  gas,  a  great  deal 
of  chloropicrin  and  a^eat  deal  of  phosgene. 

Senator  Watson.  Had  any  of  those  been  made  in  the  United 
States  before  the  war? 

Gen.  Fries.  Not  at  all.  There  was  a  little  experimental  work  in 
the  laboratories  with  pho^ene. 

Senator  La  Follbtte.  to  what  extent  had  it  been  made  outside 
of  this  country  before  the  war? 

Gen.  Fries.  Phosgene  had  been  made  to  a  considerable  extent  in 
Germany.     .  ^ 

Senator  La  Follette.  How  about  the  others  that  you  named? 

Gen.  Fries.  I  do  not  think  chloropicrin  had  been  made  to  any 
extent  at  all.    Mustard  gas  had  not. 

It  is  interesting  in  connection  with  the  dye  question  to  note  that 
the  Germans  used  one  of  the  ingredients  that  they  finally  made 
mustard  gas  from  in  photographic  cnemical  work,  allied  with  the  coal- 
tar  products,  and  were  able  to  make  mustard  gas  rather  quickly, 
alter  they  decided  to  make  it,  by  a  method  which  had  been  known 
since  1886.     We  could  not  make  it  by  that  method,  and  never  did, 
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because  we  had  not  developed  that  part  of  our  photographic  or  coal- 
tar  industry.  So  we  had  to  introduce  an  entirely  new  method  de- 
veloped chemically  by  Prof.  William  A.Pope,  of  England, and  by  the 
Usine  du  Rhone,  a  aye  plant  in  France,  where  it  was  first  worked 
up.  It  was  later  perfected  by  Levenstein,  a  dye  manufacturer  of 
England.  The  process  that  we  are  now  using  is  practically  the 
latter's. 

The  result  was  that  through  our  not  having  that  information,  which 
the  Germans  had  in  making  these  products  for  dyes  and  photographic 
chemicals,  it  was  eleven  and  a  half  months  after  the  Germans  b^an 
using  mustard  gas  before  we  could  fire  any  back  at  them.  It  is 
probable  that  had  we  had  this  industry  developed  we  would  have 
saved  several  months  and  a  good  many  lives. 

Senator  Smoot.  Germany  is  not  making  any  of  those  gases  at  the 
present  time,  is  she  ? 

Gen.  Fries.  Presumably  not;  unless  perhaps  she  is  making  phos- 
gene for  dyes. 

Senator  Smoot.  That  would  be  the  only  thing. 

Gen.  Fries.  And  also  chloro-picrin  is  used  to  some  extent  directly 
in  making  dyes,  and  she  can  make  some  of  that. 

Senator  Smoot.  But  there  is  very  little  demand  for  it  in  the  world 
to-day,  is  there  not  ? 

Gen.  Fries.  Comparatively  little. 

Senator  Smoot.  Of  course,  you  will  not  make  any  until  there  is  a 
demand  ? 

Gen.  Fries.  No,  sir.  But  every  one  of  these  plants  that  are  makine 
dyes  or  medicines  or  photographic  chemicals  or  perfumes  or  any  of 
these  other  products  that  come  from  coal  tar  can  be  turned,  in  a  few 
weeks,  into  explosive  plants.  If  we  have  not  those  plants,  then  we 
have  got  to  build  huge  plants  such  as  we  built  during  the  war;  and 
in  the  next  war  we  wul  not  have  time  for  it. 

Senator  Watson.  Germany,  before  the  war,  had  made  explosives. 

Gen.  Fries.  Extensively. 

Senator  Watson.  And  they  were  all  a  product  of  the  dye  industry  ? 

Gen.  Fries.  Yes,  sir. 

Senator  Smoot.  They  made  the  same  explosives  that«we  made  in 
this  coimtry,  did  they  not  ? 

Gen.  Fries.  We  made  more  dynamite  from  nitroglycerine  than 
anything  else,  and  we  made  very  little  trinitrotoluol  because  we  had 
not  the  oy-product  to  make  it  from.  We  went  so  far  during  the 
war,  in  order  to  get  this  toluene,  as  to  rob  the  illuminating  gases  of 
New  York  City,  to  a  very  great  extent,  to  get  enough  toluene  to  make 
the  trinitrotoluol.  Before  that  most  of  the  coimtries  were  using 
picric  acid  or  some  picric-acid  compoimd.  For  instance,  that  was  the 
explosive  dunnite  of  the  United  States,  the  lyddite  of  England,  the 
mellinite  of  France,  and  the  shimose  of  the  Japanese. 

We  are  interested  because  we  believe  that  without  a  complete 
development  of  the  coal-tar  industry  we  can  not  be  nationally  pre- 
pared m  case  we  have  to  be,  and  we  will  not  have  time  in  the  future 
to  build  great  plants  such  as  the  one  at  Edgewood.  Even  if  we  keep 
that  up  we  are  going  to  have  to  depend  upon  these  industries  for  the 
trainea  personnel  to  operate  with.  We  could  operate  now  in  48 
hours  if  we  could  get  the  trained  men,  but  we  have  got  to  draw  them 
from  these  other  sources. 
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We  have  felt  that  the  embargo  was  a  success  during  the  war,  in 
building  up  this  industry  from,  say,  7  plants  to  82,  and  that  if  it  had 
done  that  during  this  time,  the  embargo,  continued  for  some  time^ 
would  eventually  develop  our  industry  to  the  point  where  we  would 
be  making  practically  all  the  dyes  that  Germany  is  making  and  we 
would  be  utilizing  all  of  the  coal-tar  products.  In  other  words,  before 
they  do  that  they  have  got  to  change  over  many  beehive  coke  ovens 
to  those  that  will  save  the  coal  tar. 

Senator  Smoot.  General,  if  the  industry  can  be  protected  by  a  rate 
of  duty,  you  have  no  love  for  the  embargo,  have  you  ? 

Gen.  Fries.  Not  at  all. 

Senator  Smoot.  All  you  want,  you  say,  is  that  the  coal-tar  products 
from  which  explosives  and  the  necessities  in  the  United  States  are 
made  in  case  we  get  into  another  war  have  sufficient  protection  to  en- 
able the  amount  to  \^e  made  that  the  Government  would  require  ? 

Gen.  Fries.  Yes,  sir.  But  looking  at  it  from  the  result  beiore  the 
war,  when  we  had  a  duty  on  dyes  and  when  we  had  made  practically 
no  progress,  and  looking  at  the  progress  we  made  under  the  six  or 
seven  year  embargo  due  to  the  war,  which  was  a  total  embargo,  it 
would  seem  the  part  of  wisdom,  to  me,  to  continue  that  embargo  long 
enough  to  develop  the  other  40  per  cent  of  these  coal-tar  products  ana 
the  other  500  or  600  dyes  that  are  not  made  in  this  country. 

Senator  Smoot.  You  know  that  the  rate  of  duty  was  rather  low 
on  dyes;  that  is,  the  rate  was  put  upon  the  dyes  in  the  Underwood 
bill  according  to  the  request  made  by  the  dye  manufacturers  of  the 
United  States.  At  that  time  they  had  no  idea  or  thought  of  making 
explosives  for  the  Government  of  the  United  States.  That  came 
about  on  account  of  the  war.  But*  there  is  no  question  in  my  mind — 
there  may  be  in  the  mind  .of  others — that  90  per  cent  of  all  of  these 
can  be  protected  by  a  rate  of  duty;  and  I  am  perfectly  willing  to 
give  them  a  rate  of  duty,  but  am  opposed  to  any  embargo. 

Gen.  Fries.  So  far  as  I  have  been  able  to  investigate  it  and  talk 
with  those  I  thought  well  informed,  I  do  not  see  how  a  duty,  unless 
it  were  a  hundred  per  cent  of  the  American  cost,  would  keep  them  out. 

Senator  Smoot.  I  would  rather  do  that  than  have  an  embargo. 

Gen.  Fries.  I  have  been  told,  and  I  think  I  am  not  violating  any 
confidence,  by  Mr.  Secretary  Hoover  within  the  last  10  days  that 
the  Germans  had  enough  dyes  to  flood  this  country  in  a  few  weeks^ 
so  that  the  industry  could  not  recover  in  a  couple  of  years. 

Senator  Smoot.  1  have  here  a  statement  of^  the  amount  of  dyes 
which  have  been  made  in  Germany  and  the  amount  that  they  have 
on  hand.  Whether  it  is  correct  or  not  I  can  not  say,  but  I  am 
going  to  find  out. 

Gen.  Fries.  We  know  this,  Senator,  that  the  plants  manufactur- 
ing coal-tar  products  and  dyes  and  medicines  and  the  like  can  be 
readily  turned  into  high-explosive  and  war-gas  plants.  Just  as  the  Ger- 
mans made  great  extensions  to  their  plants  in  the  war,  just  so  they  can 
be  turned  back  into  dye-making.  vVe  have  pretty  good  eviaence 
that  many  of  the  German  dye  plants  have  been  busy  because  that  is 
the  only  use  to  which  they  can  oe  put.  They  would  not  use  them  for 
high  explsives  now 

Senator  Curtis.  Right  there,  before  you  pass  on,  did  not  the 
evidence  show  that  before  the  war  Germany  was  producing  over 
90  per  cent  of  the  dyes  of  the  world  ? 
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Gen.  Fries.  Yes,  sir;  very  close  to  that.  And  it  was  just  for  that 
reason,  in  my  ofiinion/that  she  was  enabled  to  produce  the  powdere 
and  high  explosives  and  the  war  gases  and  her  medicines — ^which 
are  tremendously  important  in  war — on  a  quantity  basis  which 
enabled  her  to  fight  that  war  against  the  world  for  four  and  one-half 
years.  I  do  not  think  there  was  any  other  way  she  could  have  done 
it  at  all. 

Another  thing  that  appeals  to  me  in  regard  to  the  embargo  was 
that  we  are  expectmg  to  have  a  disarmament  conference  m  this 
country  in  the  next  few  months.  The  nations  that  will  interest  us 
most  in  this  conference  have  already  put  embargoes  on  the  impor- 
tation of  dyes.  Those  nations  are  England,  France,  Italy,  and 
Japan;  and,  looking  at  it  from  a  preparedness  standpoint,  it  looks  to 
me  as  if  that  would  be  the  safest  thing  for  us  to  try;  and  since  I 
appeared  before  this  committee  about  two  yeara  ago  T  have  received 
a  report  from  the  British  mission  appointea  right  after  the  armistice 
to  investigate  the  chemical  plants  in  the  occupied  territory.  There 
are  some  parte  of  this  that  nave  such  an  important  bearing  on  this 
<][uestion,  and  apparently  such  an  important  bearing  on  the  con- 
sideration of  the  question  by  England,  that  I  am  going  to  take  about 
five  minutes  to  read  a  part  of  it.    The  first  statement  I  will  read  is  : 

Some  years  before  the  war,  a  Qombination  was  formed  by  the  Bayer,  Badiache  and 
A.  G.  F.  A.  Companies,  and  somewhat  later  a  second  group  was  formed  which  included 
Meister  Ludu  and  Brunin^,  Gasella  and  Kalle.  During  the  war,  these  two  groups 
Amalgamated,  and  the  Greisheim  Elektron,  Weiler  ter  Meer,  Leonhardt,  and  other 
smaller  companies  entered  the  combination,  which  is  known  as  the  I.  6.  Tt  was 
largely  owing  to  the  e£forts  of  this  combination  that  Germany  was  enabled  to  continue 
the  war  in  spite  of  the  blockade.  The  I.  G.  works  produced  the  bulk  of  the  synthetic 
Ammonia  and  nitric  acid  needed  for  the  production  of  fertilizers  and  explosives,  all 
the  poison  eas  (with  the  exception  of  some  chlorine  and  phosgene),  and  a  large  pro- 
portion of  tne  high  explosives. 

Under  the  heading  ''Explosives"  that  committee  states  [read- 
mg]: 

No  arrangements  appear  to  have  been  made  prior  to  the  outbreak  of  war  to  utilize 
the  resources  of  any  oi  the  dye  factories  for  war  purposes,  and  on  mobilization  their 
-chemists  were  callea  up  for  mihtary  service.  After  the  battle  of  the  Mame  the  Govern- 
ment realized  the  need  for  expanding  the  output  of  explosives  and  most  of  the  chemi- 
cal works  were  producing  small  quantities  by  the  end  of  1914.  The  demand  made 
on  them  increased  during  1915,  but  it  was  not  until  1916  that  plans  were  laid  down  to 
assist  in  the  enormous  production  of  explosives  required  by  the  Hindenburg  pro- 
gram. Most  of  the  big  extensions  of  the  synthetic  ammonia  and  of  the  nitric  and  sul- 
phuric acid  plants  date  from  this  time,  many  chemists  being  released  &om  the  army 
and  the  scientific  staff  of  some  of  the  works  being  augmented.  A  standard  plant 
used  for  the  manufacturo  of  dyes  was  converted  for  the  production  of  explosives  with 
remarkable  speed;  for  instance,  at  Leverkusen  a  T.  N.  T.  plant  producing  250  tons 
per  month  was  put  into  operation  in  6  weeks. 

This  bears  out  mj  statement  that  these  plants  are  available  for 
turning  into  explosives,  war-gas,  or  medicine  plants. 
The  statement  is  also  made  [reading] : 

At  first  chlorine  and  phosgene  were  the  main  requirements,  but  afterwards  a  variety 
of  organic  substances  were  employed,  all  of  which  were  maae  by  the  Victories  of  the 
I.  G.  combination.  Many  of  tnese  substances  were  new  and  difficult  to  prei>are,  and 
rapid  production  was  only  possible  owing  to  the  speed  with  which  the  peace  organiza- 
tion of  the  dye  factories  could  be  utilized  for  this  purpose. 

I  would  like  to  add  right  here  that  more  important  really  than 
the  plant  is  the  trained  personnel.     [Reading:] 

When  the  Crovemment  wished  to  introduce  a  new  gas,  a  conference  of  the  variouB 
firms  was  held  at  Berlin  to  determine  how  the  manufticture  should  be  subdivided 
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in  order  to  use  existinfi;  plants  to  the  best  advantage.  For  instance,  the  initial  stages 
of  the  manufacture  of  mustard  gas  were  carried  out  at  Ludwigshafen  and  the  final 
stage  at  Leverkusen. 

Senator  Watson.  Do  vou  know  many  chemists  of  long  years' 
training  Germany  had  before  the  war  ? 

Gen.  Fries.  I  do  not  know.  But  in  the  reports  of  the  TariflF 
Commission  they  state  that  begmnmg  in  the  seventies  Germany 
began  an  intensive  research  pro-am.  It  was  just  about  that  time 
they  learned  they  could  make  all  of  these  dyes,  and  they  began  an 
intensive  research  program  which  they  continued,  for,  say,  20  years, 
until  the  early  nineties.  Then  during  the  nineties  they  put  in  their 
main  efforts  to  developing  processes  lor  manufacturing  and,  follow- 
ing that,  about  1900,  thev  began  to  push  their  sales  throughout  the 
world.  So  that  they  had  these  hundreds  and  perhaps  thousands  of 
chemists  working,  beginning  away  back  in  1873. 

Senator  Watson.  And  as  they  developed  the  dye  on  one  side  by 
adding  a  little  of  some  chemical  or  by  taking  away  a  little  of  some 
chemical,  they  could  make  an  explosive,  and  over  on  the  other  side 
they  could  make  a  medicine  ? 

Gen.  Fries.  Yes,  sir. 

Senator  Watson.  So  that  nearly  all  of  these,  cpal-tar  medicines 
came  from  research  work  in  the  German  industries  ? 

Gen.  Fries.  Yes,  sir;  and  mustard  gas  came  into  being  in  just  that 
way,  because  Victor  Meyer  in  1886  discovered  mustard  gas  ani 
worked  with  it  until  he  found  it  produced  these  bums  that  were  pro- 
duced during  the  war,  and  he  had  to  guit  working  with  it.  It  was 
undoubtedly  at  the  same  period  of  tmie  that  the  investigation  I 
spoke  of  a  while  ago,  beginning  in  the  seventies,  that  Germany  dis- 
covered mustard  gas  and  a  number  of  other  compounds  as  well  as 
most  of  the  gases  employed  toward  the  end  of  the  war. 

The  Chairman.  Wnat  were  you  quoting  from.  General  ? 

Gen.  Fries.  I  am  quoting  from  the  Report  of  the  British  Mission 
Appointed  to  Visit  Enemy  Chemical  Factories  in  the  Occupied  Zone 
Engaged  in  the  Production  of  Munitions  of  War. 

Senator  Smoot.  General,  you  put  the  whole  of  it  in. 

Senator  Watson.  Yes;  do  not  read  it  all,  but  put  it  in. 

The  CHAIRMAN.  How  long  is  it  ? 

Senator  Smoot.  It  would  be  best  to  have  it  all  in. 

The  Chairman.  Very  well;  let  it  be  inserted  in  the  record  at  this 
point. 

Gen.  Fries.  I  just  want  to  read  the  summation  of  these  recom- 
mendations .     [Reading :] 

Further,  the  members  of  the  mission  are  of  opinion  that  the  attention  of  the  Govern- 
ment should  be  drawn  to  the  military  importance  of  developing  and  consolidating 
the  chemical  industry  of  Great  Britain.  The  points  requiring  inunediate  consider- 
ation are: 

(1)  The  speedy  erection  of  factories  on  an  adequate  scale  for  the  production  of 
ammonia  and  nitric  acid  from  the  nitrogen  of  the  air  by  means  of  the  Habcr  process, 
in  order  to  render  this  country  independent  of  imported  nitrate. 

(2)  The  provision  of  factories  on  an  adequate  scale  for  the  production  of  dye-stuffs 
and  pharmaceutical  i)roduct8. 

(3)  Action  to  obtain  the  requisite  security  for  the  chemical  industry  during  the 
period  of  ita  development. 

(4)  The  provision  of  facilities  for  obtainins;  new  materials  such  as  potash,  alcohol, 
and  benzene  under  conditions  favorable  to  the  industry. 
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(The  report  referred  to  is  as  follows:) 

Report  op  the  British  Mission  Appointed  to  Visit  Enemy  Chemical  Factories 
IN  THE  Occupied  Zone  Engaged  in  the  Production  of  Munitions  op  War, 
February,  1919. 

members   of  the   BRITISH  MISSION. 

Brig.  Gen.  H.  Hartley,  C.  C.  W.  D.,  Mr.  F.  H.  Oarr,  Capt.  A.  C.  G.  Egerton,  Lieut. 
H.  G.  Greenwood,  Dr.  H.  Levinstein,  Mr.  W.  Macnab,  Mr.  A.  W.  Tangye,  Mr.  S.  I 
Levy,  secretary. 

delegates  of  allied  governments  who  accompanied  THE  MISSION  IN  THE  BRITISH 

ZONE. 

Lieut.  Col.  C.  W.  Steese,  Ordnance,  United  States  Armv;  Lieut.  Col.  J.  F.  Norris, 
Chemical  Warfare  Service,  United  States  Army;  Maj.  T.  \V.  Sill,  Chemical  War6ure 
Service,  United  States  Armyv;  Capt.  R.  D.  McGrath,  Chemical  Warfare  Service, 
United  States  Army;  Capt.  J.  W.  Martin,  Ordnance,  United  States  Army;  Lieut.  H.  J. 
Himmelein,  Ordnance,  United  States  Army. 

Italian:  Capt.  C.  Mazetti,  Lt.  I.  Cajxloeo,  Lt.  M.  Malvano,  Sig.  M.  Bonelli,  Sig.  M. 
Peirsel. 

French:  Col.  M.  Marqueyrol  (Direction  dee  Poudres),  Comm.  M.  Chaud,  Mods.  T. 
Sordes,  Mons.  N.  Simon. 

Belgian:  Capt.  M.  Janlet. 

INTRODUCTION. 

The  mission  was  appointed  to  visit  German  chemical  factories  in  the  zone  occupied 
by  the  Allies  which  •had  been  eng^ed  in  the  production  of  munitions  of  war.  It 
was  instructed  to  obtain  information  as  to  the  methods  of  manufacture,  capacity, 
and  output  of  plant,  and  present  stocks  of  explosives,  poison  gas,  and  the  initial 
products  used  in  their  production.  The  mission  left  London  on  January  29  and 
spent  from  February  1  until  February  14,  inclusive,  in  visiting  the  important  chemical 
and  explosive  works  in  the  British  zone  and  the  chief  chemical  works  in  the  French 
and  Belgian  zones  as  follows: 

BRITISH  ZONE. 

1.  Farben-fabriken  vorm.  Friedrich  Bayer-Leverkusen  and  Dormagen. 

2.  Rheinische-Weetfaelische  Sprengstoff  Aktien  Gesellschaft,  Coln-Troisdorf. 

3.  Chemische  Fabriken  Griesheim  Elektron-Wissdorf. 

4.  Carbonite  Aktien  Gesellschaft-Schlebusch. 

5.  Rheinische  Dynamitfabrik-Opladen. 

6.  Rheinische  Sprengkapsel  una  Zundhutchen  Fabrik,  G.  m.  b.  H.-Kupforst^. 

« 

BELGIAN  ZONE. 

7.  Chemische  Fabriken  vorm.  Weiler  ter  Meer-Uerdingen. 

FRENCH  ZONE. 

8.  Farbwerke  vorm.  Meister  Lucius  und  Bruning,  Hochst  am  Main. 

9.  Kalle  &  Co.,  Biebrich. 

10.  Verein,  Chem.  Fabriken,  Mainz-Mombach. 

11.  Basische  Anilin  und  Sodafabrik,  Ludwigshafen  and  Oppau. 

The  usual  procedure  was  first  to  have  a  general  view  of  a  factory  in  order  to  ^et  an 
idea  of  its  layout  and  prewar  capacity,  and  of  the  way  in  which  this  had  been  utilized 
and  extended  for  war  purposes.  Afterwards  the  mission  divided  into  three  sections 
in  order  to  get  details  of  the  war  productions,  as  follows: 

Initial  products  (e.  g.,  sulphuric  acid,  nitric  acid,  ammonia,  chlorine,  caustic  soda)* 
Mr.  Tang\'e,  Lieut.  Greenwood,  Capt.  Egerton. 

Explosives:  Mr.  Macnab,  Mr.  I>evy. 

Poison  gas:  Dr.  Levinstein,  Mr.  ("arr. 

The  information  obtained  by  each  section  has  been  embodied  in  the  present  report. 

In  some  cases  considerable  difficulty  was  experienced  in  obtaining  accurate  detailn 
of  manufacture,  especially  as  regards  substances  which  have  a  peace  value,  and  the 
information  must  oe  accepted  Anth  some  reserve  on  this  account,  although  it  was 
checked  by  cross-examination  of  the  officials  concerned,  and  by  a  careful  examination 
of  the  plant  admittedly  employed  for  war  purposes. 

As  a  result  of  its  visit,  tne  mission  has  obtained  valuable  information  as  to  the 
methods  of  manufacture  of  explosives  and  poison  gases  employed  bv  the  enemy,  and 
of  the  initial  products  necessary  for  their  production.  It  was  also  able  to  form  a  clear 
impression  of  the  military  value  of  the  German  chemical  industry. 
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Some  years  before  the  war  a  combination  was  formed  by  the  Bayer,  Badische  and 
A.  G.  F.  A.  companies,  and  somewhat  later  a  second  group  was  formed  which  included 
Meister  Lucius  and  Brdning,  Gasella  and  Kalle.  During  the  war  these  two  groups 
amalgamated,  and  the  Gri^eim  Elektron,  Weiler  ter  Meer,  Leonhardt,  and  other 
smaller  companies  entered  the  combination,  which  is  known  as  the  I.  G.  It  was 
largely  owing  to  the  e£f<Nrts  of  this  combination  that  Germany  was  enabled  to  continue 
the  war  in  spite  of  the  blockade.  The  I.  G.  works  produced  the  bulk  of  die  s^^nthetic 
ammonia  and  nitric  acid  neeaed  for  the  production  of  fertilizers  and  explosives,  all 
the  poison  gas  (with  the  exception  of  some  chlorine  and  phoqgene),  and  a  large  pro- 
])ortion  of  tne  high  explosives. 

The  following  are  the  more  important  works  of  the  I.  G.  which  were  not  visited,  as 
thev  are  outside  of  the  occupied  zone: 

factories  of  the  Aktien  Geeellschaft  fur  Anilin-fabrikation. 

Factories  of  the  Griesheim  Elektron  Gesellschaft. 

Factory  of  the  Bayer  Company  at  Elberfeld. 

Factory  of  the  Badische  Company  at  Mersebure. 

Factory  of  Casella  &  Co.,  Mainkur,  near  Frankfurt. 

Factory  of  Leonhardt  &  Co.,  Muhlheim,  near  Frankfurt. 

A  summary  of  the  information  obtained  as  to  the  war  production  of  the  factories 
visited  is  given  under  the  headings  of  initial  products,  explosives,  and  poison  gases. 

INITIAL  PRODUCTS  FOR  MANUFACTURE  OF  EXPLOSIVES  AND  POISON  GASES. 

The  prindiml  material  concerned  are  ammonia,  nitric  acid,  sulphuric  add,  and 
chlorine,  and  it  was  on  the  output  of  tibese  that  the  war  production  of  chemical  muni- 
tions depended.  The  expansion  of  output  bv  tiie  factories  of  the  I.  G.  combination 
during  tne  war  is  shown  by  the  following  tables: 

Ammonia  (metric  tons  NH^  per  day). 


Oppaa 

Merseburg.. 

Total 


Nitric  add  {metric  tons  100  per  cent  acid  per  day). 

1914 

56 
150 

• 

1918 

LeverkOsen 

« 

180 

HQchst 

a75 

Oppaa 

100 

Tjqnwlg|M>^f9ll  r ,       ^                                  ^              X  . . . .     X  a ...  X 

40 

Weiler'terMeer..... 

24 

Total 

258 

719 

Oppau  has  the  power  to  produce  now  500  tons  HNOs  daily,  still  retaining  sufficient 
ammonia  to  supply  the  ou^ut  at  Hochst. 


Sulpkwric  add  {metric  tons  100  per  cent  add  per  day). 

1914 

1918 

Lererkflsen .• 

340 

224 

275 

48 

470 

Hflchst 

280 

T^d  ^{(Shaf <ip 

410 

WeUer'ierMMT - 

60 

■ 

ToUl 

887 

1,220 

Meister,  Lucius  &  Brilning  have  also  erected  a  large  new  plant  at  H6chst,  which 
has  not  yet  started  and  was  not  examined. 

The  Bayer  Co.  has  erected  at  Dormagen  a  large  vitriol  plant  equal  to  250  tons 
per  day. 
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Chloriru  (nutric  tons  per  day). 


1914 

1918 

LewkQsen 

20 

4 
13 

20 

HOckst - 

8 

T^udwiifllhAffn, 

• 

35 

Total 

37 

63 

BXPLOSrVES. 

No  arrangements  appear  to  have  been  made  prior  to  the  outbreak  of  war  to  utilize 
the  resources  of  any  oi  the  dye  factories  for  war  purposes,  and  on  mobilization  their 
chemists  were  called  up  for  military  service.  After  the  battle  of  the  Marne  the  Gov- 
ernment realized  the  need  for  expanding  the  output  of  explosives,  and  most  of  the 
chemical  works  were  producing  small  quantities  by  the  end  of  1914.  The  demands 
made  on  them  increased  during  1915,  but  it  was  not  until  1916  that  plans  were  laid 
down  to  assist  in  the  enormous  production  Of  explosives  required  by  the  Hindenburg 
programme.  Most  of  the  big  extensions  of  the  synthetic  ammonia  and  of  the  nitric 
and  sulphuric  acid  plants  date  from  this  time,  man^^  chemists  being  released  from  the 
Army  and  the  scientific  staff  of  some  of  the  works  being  augmented.  (  A  standardized 
plant  used  for  the  manufacture  of  dyes  was  converted  for  me  production  of  explosives 
with  remarkable  speed;  for  instance,  at  Leverkusen  a  T.  N.  T.  plant  producing  250 
tons  per  month  was  put  into  operation  in  six  weeks.) 

The  following  table  shows  the  amounts  produced  in  the  factories  visited: 

High  explosives  and  intermediates. 


[Quantities  of  intermediates 

are  sliown  only  where  these  were  not  converted  to  finished  explosiA  es  in  th 

produt'ing  works. 

(Metric  tons  per  week).) 

* 

■ 

0) 

• 

9i 

1 

Factory. 

e 

c 

1 

■ 

c 

1 

• 

g 

1 

• 

8 
1 

1 

i 

.04 

• 

1 

1 

9 

1 

• 

§ 

1 

*          • 

•^4 

1 

eO 
1 

•s 

A 

1 

p. 

1 

o 

%-, 

u 

.^ 

d 

c 

k4 

M 

T2 

M 

a 

c 

-^ 

«^ 

0 

-«.* 

■^A 

«« 

Si 

■«■» 

9 
& 

• 

a 

< 

s 

•1-4 

Q 
2VJ 

•1^ 

C 

5 

250 

g 

a 

5 

•a 

B 

•*4 

Q 

(I4 

a 

0 

Q 

LevorkOsen 

150 

40 



»3 

Pormapen 

(300 

UrdinKcn 

60 

75 

(«) 

HGchsi • 

500 

140 
2.) 

"'50' 

200 

^  ' 

30 

■  V25' 

•ij 

Ludwieshafen 

15 

200 

35 

Oppau 

200 

W  ie:idorf 

120 
150 

->>•*- 

Schlebusch 

100 

»  For  3  months  onlv. 
« Small. 


» For  one  year. 

*  For  3  months  only. 


Other  intermediates:  Ludwigsliafen,  sodium  benzene  sulphonalc,  100  tons  per  week. 
Other  explosives:  Schlebusch,  hexanitrodiphenylsulphide,  15  tons  per  week. 

Propellant  explosives,  detonating  substances^  etc. 
[ICetric  tons  per  week.) 


Factory. 

Nitro- 

cellii- 

lase 

powder. 

Diethyl 

diphe- 

nyl- 

urea. 

Dlphe- 

nyl- 

amine. 

Nitro- 
glyc- 
erin. 

Cordite 

paste. 

Dyna- 
mite. 

Tetryl. 

Fulmi- 
nate. 

Lead 
azide 

UrdinKen 

35 

7 

Kupperst  es 

0.7 

7 

Trolsdorf 

250 

6 

0.7 

Schlebusch 

21 " 

75 

.W(?) 

40 
35 
40 

Opiaden 

Wiesdorf 
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POISON  GAS. 

At  fiTEFt  chlorine  and  phosgene  were  the  main  requirements,  but  afterwards  a 
variety  of  organic  substances  were  employed,  all  of  which  were  made  by  the  factories 
of  the  I.  G.  combination.  Many  of  these  substances  were  new  and  difficult  to  prepare, 
and  rapid  production  was  only  possible  owing  to  the  speed  with  which  the  peace 
organization  oi»the  dye  factories  could  be  utilized  for  this  pur{>ose.  When  the  Gov- 
ernment wished  to  introduce  a  new  gas,  a  conference  of  the  various  firms  was  held  at 
Berlin  to  determine  how  the  manufacture  should  be  subdivided  in  order  to  use  exist 
ing  plant  to  the  best  advantage.  For  instance,  the  initial  stages  of  the  manufacture 
of  mustard  gas  were  carried  out  at  Ludwigshafen  and  the  final  stage  at  lieverkusen. 
The  following  table  shows  the  production  of  gas  and  intermediate  products  in  the 
various  factories  visited : 

OiUput  offinuhed  poison  gases  from  various  works. 


Chlwine 

Do 

Do 

Phosgene , 

Disphosgene 

Do 

Chlorpicrin 

Xylyl  bromide 

Brom  acetone 

Brom  acetone 

Brom  ethyl 

Methyl  ketone 

Phenyl  carbylamine  chlorine. 

Mustard  gas m. 

Diphenylchlorarsine 

Diphenvlcvanoarsine 

Etnyldfehforarsine 

Dichlonnethyl  ether , 

Dibrom  methyl  ether 


Factoiy. 


LeverkQsen . . . 

HOchst 

Ludwigshafen. 
LeverkOsen . . . 
Ludwigshafen. 
Leverkttsen . . . 

HOchst 

Leverktisen . . . 

HOchst 

Leverkttsen . . . 
do 


HSchst. 


do 

Leverktlsen , 

|H«ch8t 

do 

do 

do 


Monthly  output 
(metric  tons). 


Average. 


600 
240 
860 


288 
'i39 

"is" 


19 
65 


150 

78 

26 

7 


Maxi- 
mum. 


1,261 

30 

621 

300 

266 

200 

101 

60 

20 

45 

124 

300 

300 

150 
51 
29 


Total  pro- 
duction (if 
known). 


Date  of 
commencement. 


38,600 


10,682 
'3,"8i6 
'i,'i27 


685 

721 
14,500 

3,000 

1,092 

233 

69 


Prior  to  war. 

Do. 

Do. 

Do. 

Do. 
June,  1915. 
September,  1916. 
July,  1916. 
August,  1916. 
March,  1915. 
E«rly  1916. 

April.  1915. 

March,  1917. 

Before  July,  1917. 
/May,  1917. 
\  February,  1918. 

Augdst.  1917. 

September,  1917. 

April,  1917. 


I  Estimated  from  capacity  of  plant.    Probably  the  same  quantity  wa.s  produced  at  some  other  factory 
as  the  output  of  Thiocuglycol  from  Ludwi^hafen  would  sufllce  for  Uiis 

OtUput  of  intermediate  products  for  poison  gas  manujacture. 


Finished  gas. 


Phenyl  carbylamine 

dichJoride. 
Mustard  gas 


Diphenyldilorarsine . 
Do 


Ethyldichlorarsine . . . 


Intermediate 
products. 


Phenyl  mustard  oil 
Thiodiglycol 


Phenyl  arsenic  add. 

Diphenyl     arsenic 

acid. 
Ethyl    arsenious 

oxide. 


Total  putput 
(metric  tons). 


Not  obtained 
7,026 


{ 


1,600 
1,200 
4,800 

840 


Place  of  production. 


Kalle 

Ludwigshafen 

do 

Kalle, 

Leyerkusen  ^. . 

Ludwigshafen. 


Destination  of  interme- 
diate products. 


Hdchst. 

Leverkusen   and    one 

other  factory. 
Unknown. 

Do. 
Probably  A.  G.  F.  A., 

Berlin. 
Hdchst. 


In  addition  HOchst  produced  3,000  tons  of  diphenyl  chlor-  and  cyanarsines  from  own  intermediates. 
MILITARY  IMPORTANCE   OP  THE   GERMAN   CHEMICAL  INDUSTRY. 


The  ahove  figures  for  the  output  of  explosives  and  gas  show  the  great  military  value 
of  the  factories  of  the  I.  G.  Combination.  Although  no  arrangements  had  been  made 
to  mobilize  them  at  the  outbreak  of  hostilities,  they  were  rapidly  converted  to  war 
purposes,  thanks  to  their  highly  trained  personnel  and  the  great  technical  resoiurces 
of  tneir  peace  organization.    In  the  future  it  is  clear  that  every  chemical  factory  must 
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be  regarded  as  a  potential  arsenal,  and  other  nations  can  not  therefore  submit  to  the 
domination  of  certain  sections  of  trhemical  industry,  which  Germany  exercised  before 
the  war.  For  military  security  it  is  essential  that  each  country  should  have  its  chem- 
ical industry  firmly  established,  and  this  must  be  seciuned  as  one  of  the  conditions  of 
peace,  as  otherwise  we  are  leaving  Germany  in  possession  of  a  weapon  which  will  be  a 
permanent  menace  to  the  peace  of  the  world. 

The  key  to  Germany's  war  production  of  explosives  was  the  Haber4)roce6s  for  the 
production  of  ammonia  from  atmospheric  nitroeen.  It  is  significant  tnat  large  scale 
production  by  this  process  only  bemi  at  the  end  of  1912,  and  that  in  the  early  part  of 
1914  great  pressure  was  put  on  the  Badische  Company  to  increase  its  output.  During 
the  war,  owing  to  the  extensions  of  the  Haber  plants  at  Oppau  and  Mersebui^,  Ger- 
many has  become  independent  of  foreign  countries  for  her  supplies  of  anm)onia  and 
nitric  acid,  substances  indispensable  for  the  manufacture  not  only  of  high  explosives 
but  also  of  fertilizers  for  food  production.  Without  such  a  process  Germany  could  not 
have  made  the  nitric  acid  required  for  her  explosives  proeram,  nor  obtained  fertilizers 
for  food  production  after  the  supply  of  Chile  saltpeter  had  been  stopped  by  our  block- 
ade, and  it  is  probable  that  she  could  not  have  continued  the  war  after  1916.  In  the 
«vent  of  another  war  we  might  be  cut  off  from  supplies  of  saltpeter  while  Germany 
would  be  independent  of  them. 

The  resources  of  the  German  dye  industry  are  of  no  less  military  importance.  Most 
of  the  gases  employed  toward  the  end  of  the  war  were  complex  oi^ganic  substances, 
none  of  which  had  been  made  previously  except  in  small  quantities,  and  some  of  which 
were  prepared  for  the  first  time  during  the  war.  Gas  warfare  will  undoubtedly  con- 
tinue to  develop  in  this  direction,  and  in  the  future  oi^ganic  substances  will  be  em- 
ployed which  we  do  not  know  to-day.  The  use  of  gas  will  alwajrs  offer  great  oppor- 
tunities for  surprise  in  military  operations,  and  the  experience  of  the  present  war  has 
shown  that  rapid  production  of  a  new  gas  is  essential  it  the  surprise  is  to  be  effective. 
Any  country  without  a  well  developed  organic  chemical  industry  will  be  severly 
handicapped  in  this  respect. 

RECOMMENDATIONS. 

• 

In  view  of  the  military  and  economic  importance  of  the  German  chemical  industry- 
the  mission  is  of  opinion  that  this  subject  should  receive  special  consideration,  boUi 
from  the  armistice  commission  and  at  the  peace  conference,  and  the  following  action 
is  recommended : 

(1)  It  should  be  one  of  the  conditions  of  peace  that  Germany  should  put  the  Allies 
in  effective  pdssession  of  such  processes  as  are  considered  necessary  for  establishing 
chemical  industries  on  a  firm  basis  in  other  countries,  one  of  these  being  the  Haber 
process.  Any  private  rights  in  respect  of  such  processes  (if  any  could  be  established) 
can'ijf  necessary  be  considered  as  part  payment  of  the  war  indemnity. 

(2)  For  a  limited  period  of  years  Germany  should  be  compelled  to  furnish  at  reason- 
able prices  under  allied  control  such  chemical  products  as  are  required  by  the  Allies, 
in  order  to  prevent  her  from  exploiting  her  chemical  production  so  as  to  exert  economic 
pressure  in  allied  countries. 

(3)  All  chemical  works  in  the  occupied  zone  should  be  controlled  as  regards  the 
supply  of  raw  materials,  the  purposes  for  which  these  are  used,  and  the  ultimate  desti- 
nation of  the  products. 

(4)  The  provisions  of  clauses  (2)  and  (3)  should  be  carried  out  by  means  of  a  comp- 
troller, who  should  have  at  his  disposal  the  services  of  experts  in  each  branch  of  the 
industry  concerned.    The  control  by  the  several  allies  should  be  closely  coordinated. 

(5)  Enemy  chemical  factories  of  a  character  capable  of  being  used  for  the  manufac- 
ture of  explosives  and  poison  gas  must  be  considered  in  any  scheme  for  the  delimita- 
tion of  armaments,  and  arrangements  should  be  made  for  their  periodical  inspection 
by  an  allied  commission  to  determine  the  extent  to  which  they  are  producing  war 
matOiial. 

(Note. — Such  inspection  would  not  guarantee  that  the  plant  installed  was  not 
capable  of  being  used  for  the  production  of  toxic  ^ases  at  short  notice  or  even  was  not 
designed  for  that  purpose.  After  seeing  the  facilities  afforded  by  the  German  chemical 
plant  ill  this  respect,  the  mission  is  of  opinion  that  whatever  be  the  decision  with 
regard  to  the  use  of  gas  in  warfare,  the  temptation  to  use  it  is  such  that  it  is  easentail 
to  the  military  security  of  this  country  that  provision  should  be  made  to  continue 
research  in  chemical  warfare.) 

(6)  Control  should  be  established  in  chemical  works  not  in  the  occupied  zone  to 
insure  that  they  are  not  used  for  war  purposes. 

(7)  The  large  stocks  of  explosives  and  poison  gases  now  existing  in  Germany  should 
be  destroyed. 
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(8)  In  view  of  the  possibility  of  a  renewal  of  hoetilities  measures  should  be  taken  so 
that  all  explosives  factories  and  all  works  of  primary  importance  for  the  production  of 
explosives,  such  as  Oppau,  could  be  destroyed  if  they  were  likely  to  fall  into  the  hands 
of  the  enem>r. 

The  following  quotation  from  Dr.  Poppenberg,  called  the '  *  Ludendorff  of  chemistry ' ' 
in  Germany  is  of  vital  interest: 

"The  next  war  will  be  a  chemical  war.  I  have  interested  myself  in  artificial  smoke. 
We  have  developed  chemical  smoke  which  will  cling  to  the  water  for  five  hours. 
War  inventions  are  successful  only  when  a  nation  so  organizes  its  chemical  and  metal 
industries  during  peace  time  that  the  road  is  open  for  war-time  progress  unimpeded.'' 

Further,  the  members  of  the  mission  are  of  opinion  that  the  attention  of  the  Gov- 
ernment snould  be  drawn  to  the  military  importance  of  developing  and  consolidating 
the  chemical  industry  of  Great  Britain.  The  points  requiring  immediate  considera- 
tion are: 

(1)  The  speedy  erection  of  factories  on  an  adequate  scale  for  the  production  of 
ammonia  and  nimc  acid  from  the  nitrogen  of  the  air  by  means  of  the  Haber  process, 
in  order  to  render  this  country  independent  of  imported  nitrate. 

(2)  The  provision  of  fiictones  on  an  adequate  scale  for  the  production  of  dyestuffs 
and  pharmaceutical  products. 

(3)  Action  to  obtain  the  requisite  security  for  the  chemical  industry  during  the 
period  of  its  development. 

(4)  The  provision  of  facilities  for  obtaining  raw  materials,  such  as  potash,  alcohol, 
and  benzene  under  conditions  fovorable  to  the  industry. 

H.  Ha&tlbt, 
Brigadier  General^  on  behalf  of  the  Members  of  the  Mission. 
London,  February  t6,  1919. 

Senator  La  Follette.  General,  how  important  do  you  regard  gas 
in  warfare  f 

Gen.  Fbies.  I  consider  it  one  of  the  most  important  agents  in  any 
possible  future  war.  It  caused,  ^  even .  in  the  last  war,  when  the 
Germans  never  really  realized  the  power  of  it  until  it  was  too  late, 
and  when  the  enemy  never  was  able  to  produce  all  he  wanted — ^it 
caused  over  27  per  cent  of  all  of  the  American  casualties,  although 
the  death  rate  was  very  light  from  gas.  If  vou  take  out  the  deatns 
from  other  causes,  the  percentage  of  wounded  rises  to  almost  one- 
third  of  all  our  wounded. 

Senator  La  Follette.  The  use  that  Germany  made  of  gas  in  the 
war,  so  far  as  you  can  judge,  if  I  understand  you,  developed  largely 
after  thev  got  mto  the  war  ? 

Gen.  Fries.  Yes,  sir. 

Senator  La  Follette.  There  had  not  been  much  preparation  for 
the  employment  of  gas  as  a  medium  of  warfare,  or  they  would  have 
been  better  equipped  for  it. 

Gen.  Fries.  I  tnink  that  is  true.  I  do  not  think  the  Germans  had 
any  idea  when  they  went  into  the  war  of  using  poison  gas,  because  I 
firmly  believe  they  expected  to  win  the  war  by  October,  1914,  by  the 
capture  of  Paris. 

Senator  La  Follette.  When  you  consider  the  tremendous  devel- 
opment of  gas  as  an  instrument  of  warfare,  during  the  period — ^just 
the  few  years  this  war  lasted — if  study  of  the  use  of  these  gases  in 
warfare  should  be  conducted  bv  the  governments  of  the  world  for  the 
next  10  or  15  years,  is  it  hignly  probable  that  gas  will  be  the  one 
important  factor  in  winning  or  losing  the  wars  in  the  future  ? 

Gen.  Fbies.  I  think  it  will  be  the  one  element  that  will  put  more 
men  out  of  action  than  anything  else. 

Senator  La  Follette.  JSot  necessarily  destroy  life,  but  reduce 
armies  to  a  quiescent  state  where  they  can  not  be  very  effective  ? 

Gen.  Fbies.  Yes,  sir.  There  will  be  a  great  deal  of  this  study, 
because  I  believe  every  police  department  in  the  land  and  every 
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penitentiary  will  be  equipped  with  tear-^as  grenades,  and  the  like, 
which  will  stop  any  mob  and  do  it  in  one  minute.  Of  course,  a  number 
of  these  gases  have  considerable  peace-time  uses. 

Senator  La  Follette.  Are  some  of  these  gases  very  destructive 
of  lif  e  ? 

Gen.  Fries.  They  are  all  destructive  of  life  if  you  get  enough  of 
them;  that  is  the  question. 

Senator  La  Follette.  How  about  lewisite  ? 

Gen.  Fries.  Lewisite  is  not  much  more  poisonous  than  phosgene, 
but  it  has  one  quality  that  no  other  gas  we  Know  of  has.  If  you  get 
the  quantitv  of  lewisite  in  three  full  drops  absorbed  into  the  skin,  it 
will  probably  cause  death,  because  it  will  cause  death  in  rats  that  we 
experimented  with  in  one  or  two  hours  if  you  put  it  on  the  skin. 
But  the  trouble  would  come  in  war  to  get  tKree  orops  on  a  man  and 
leave  it  there  long  enough  to  be  absorbed.  If  you  rub  it  off,  it  will 
only  cause  a  blister  and  oad  sore;  that  is  all. 

Senator  La  Follette.  Is  it  destructive  of  plant  life  ? 

Gen.  Fries.  Not  that  I  know  of.  I  have  heard  that  statement 
made  many  times,  but  I  have  not  been  able  to  get  any  confirmation 
of  it  at  all. 

Senator  La  Follette.  Are  there  any  gases  or  chemicals  that  are 
destructive  of  plant  life,  so  far  as  you  know  ? 

Gen.  Fries,  rhosgene  and  chlorme.  Chlorine  is  used  all  over  the 
world  now  for  disinfecting  purposes  and  water  purification  and  the 
like,  and  in  strong  concentration  it  will  kill  plants;  phosgene  will 
kill  plants,  just  kills  them  down  about  like  a  frost,  but  the  roots  will 
grow  back.     But  it  does  not  affect  the  soil  at  all. 

Senator  La  Follette.  Is  "there  any  chemical  that  you  know  of 
that  would  destroy  the  productivity  of  the  soil  for  a  time  ? 

Gen.  Fries.  Not  that  we  use  in  poisonous  gases,  so  far  as  I  have 
been  able  to  find  out  at  all. 

Senator  La  Follette.  I  have  noted  some  discussion  of  that  and 
some  claims  in  that  regard. 

Gen.  Fries.  Yes,  sir;  but  if  there  is  such  a  thing  I  have  not  been 
able  to  find  it  out,  nor  any  of  my  chemists. 

Senator  MgCumbbr.  You  say  that  Germany  did  not  produce  the 
gases  in  any  great  quantities  prior  to  the  war  ? 

Gen.  Fries.  No,  sir. 

Senator  McCumbbr.  Could  she  have  produced  them  in  great  quan-  * 
titles  at  all  unless  she  had  had  her  many  plants  engaged  in  the  other 
dye  industries  ? 

Gen.  Fries.  Absolutely  not;  in  fact,  she  could  not  have  produced 
the  explosives  and  the  powders  even  without  those  plants. 

Senator  McCumbbr.  Without  these  many  plants  doing  a  commer- 
cial business  we  would  be  equally  impotent  in  case  of  war  to  imme- 
diately begin  the  production  of  these  gases? 

Gen.  FiuES.  Yes,  sir;  just  as  we  were  in  the  last  war;  and  it  was 
only  because  the  Allies  held  that  line  a  year  and  a  half  after  we  entered 
the  war,  even,  that  we  were  able  to  get  these  plants  Roing.  Even 
then  commercial  plants  made  poison  gases  in  11  months,  while  the 
Government  plants  were  14  months  after  we  declared  war,  although, 
due  to  the  fact  that  we  did  not  really  realize  the  importance  of  jpoi- 
son  gas  in  the  war,  they  did  not  be^  enei^etically  until  after  we 
had  been  in  the  war  four  or  five  montns. 
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Senator  MoLean.  General,  may  we   not  naturally  expect   that 
other  compounds  will  be  discovered;  that  is,  gases  that  will  be  much 
more  fatal  than  the  ones  now  in  use  f 
'  Gen.  Fbtes.  That  is  possible. 

Senator  McLean.  Is  not  that  the  reason  why  this  country  should 
be  alert ) 

Gen.  Fries.  Yes,  sir;  and  it  is  the  reason  why  the  more  extended 
we  can  possibly  get  our  chemical  industry  and  the  more  we  extend 
our  chemical  research  in  colleges  and  universities  in  these  industries,, 
the  more  certain  we  will  be  that  we  will  be  able  to  discover  as  much 
as  anybody  else  may  have  discovered,  and  that  is  the  only  way  we 
will  be  sure. 

The  Chaibman.  Is  that  all,  General  ? 

Senator  Simmons.  General,  let  me  ask  you  one  question:  It  was 
stated,  b^  implication  if  not  expressed  here  yesterday,  that  the  cost 
of  producing  aye  stuflfs  in  this  country  was  three  or  four  times  greater 
than  in  Germany  at  present.  Can  you  tell  the  committee  wnythe 
cost  of  production  is  greater  in  this  coiintry  than  in  Germany  ?  What 
is  it  that  makes  the  cost  three  or  four  times  what  it  is  in  Germany  ? 

Gen.  Fries.  I  think  there  are  just  two  reasons:  First,  the  higher 
wa^es  paid  our  labor,  and  that  applies  to  the  production  of  your 
coal  tar  as  well  as  to  the  actual  making  of  dyes  from  the  crudes 
and  intermediates,  and  also  a  difference  in  the  value  of  the  two 
currencies,  the  mark  being  very  sreatly  depreciated.  The  German 
workmen  being  paid  in  marks  makes  a  still  further  difference  in  the 
productive  cost. 

Senator  Simmons.  Those  are  the  two  elements,  you  say.  The 
cost  of  labor — ^well,  that  is  the  measure  of  the  difference  in  cost. 
Labor  costs  less  in  Germany  because  of  the  exchange.  So  that  labor 
is  really  the  difference  in  cost  and  is  really  that  which  measures  the 
difference  between  here  and  abroad  ? 

Gen.  I^BIBS.  I  think  so.  Even  the  Germans  before  the  war 
received  less  and  after  the  mark  gets  back  to  proper  value  again  will 
undoubtedly  receive  much  less  than  American  workmen. 

Senator  Simmons.  If  that  be  true  as  to  the  dyestuffs  industry,  if 
that  be  the  only  reason  then  why  does  not  your  reason  apply  to 
every  other  thing  produced  in  this  country  and  Germany  ? 

Gen.  Fries.  Tnere  is  a  great  difference  grows  up  many  times  due 
to  whether  Germany  has  all  of  the  raw  products  or  not,  or  whether 
we  have  all  of  the  raw  products. 

Senator  Simmons.  I  did  not  imderstand  you  just  now  as  including 
in  the  difference  the  cost  of  raw  products  ? 

Gen.  Fries.  I  included  that  in  the  labor  cost  when  I  said  that  the 
difference  in  labor  came  in  the  production  of  the  crudes  from  which 
you  make  the  intermediates  and  the  dyes,  as  well  as  in  the  making 
of  the  dyes  themselves;  it  all  goes  back  to  the  first  production  cost. 

Senator  Simmons.  You  say  the  crudes  cost  more  here  because  labor 
costs  more;  and  you  also  say  that  because  of  the  difference  in  the  cost 
of  labor  it  enables  them  to  make  any  such  product  in  Germany 
three  or  four  times  less  than  in  the  United  States.  If  that  is  true, 
if  the  labor  cost  measiu^es  the  difference,  and  that  is  the  element  in 
the  problem,  why  does  not  that  apply  with  equal  force  to  every 
other  thing  that  Germany  produces  * 
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Gen.  Fries.  Take  the  question  of  cotton  ^oods:  Germany  imports 
all  of  her  cotton.  The  cost  of  that  cotton  is  a  very  great  factor  to 
Germany  in  the  cost  of  her  product.  But  she  has  the  coal  and  she 
has  the  kinds  of  industry  with  which  she  produces  the  coke,  and 
hence  she  gets  these  coal-tar  products  really  as  a  waste  product, 
and  it  was  because  Germany  woke  up  to  the  great  economic  value 
of  utilizing  these  waste  products  that  she  started  into  dye  manufac- 
turing extensively  long  prior  to  the  World  War. 

Senator  Simmons.  This  is  not  the  only  industry  that  has  been 
developed  to  a  very  high  degree  in  Germany  that  has  to  get  raw 
materials  from  abroad,  is  it ) 

Gen.  Fries.  No,  sir.     But  there  are  many  other  factors,  of  course. 

Senator  Simmons.  The  truth  is  that  Germany  has  to  buy  very 
lai^ely  the  raw  materials  that  she  uses  in  her  industries,  does  she  not  ? 

Gen.  Fries.  Yes,  sir;  but  she  has  the  advantage  in  the  dye  in- 
dustry that  she  probably  has  not  in  many  of  the  others,  in  that  she 
has  such  a  tremendous  corps  of  trained  specialists  who  have  been 
working  40  years  on  this,  while  the  United  Btates  has  hardly  worked 
at  all  on  it;  and  we  have  not  got  those  trained  specialists. 

Senator  Simmons.  And  they  were  trained  in  the  dye  industry? 

Gen.  Fries.  Yes,  sir. 

Senator  Simmons.  When  you  did  not  have  those  trained  special- 
ists in  this  country,  how  did  you  manage  during  the  war  to  develop 
this  industry  to  the  point  where  you  could  make  such  enormous 
Quantities  of  raw  materials:  and  in  that  limited  time  nm  the  pro- 
auction  of  this  country  up  irom  10  per  cent  of  what  we  consume  in 
this  country  to  90  per  cent  of  what  we  consume  in  this  coimtry  ? 

Gen.  Fries.  But  we  had  some  very  great  advantages.  We  had 
our  manufacturers  being  trained  for  two  and  a  half  years  in  manu- 
facturing many  of  these  supplies  for  the  Allies,  before  we  declared 
war,  and  then  in  the  IS.montns  after  we  declared  war  before  we  got  up 
to  that  production,  we  were  enabled  to  train  hundreds  of  men.  They 
were  not  as  skillful  as  Germany  had,  but  they  were  skillful  enough  to 
do  that  work  in  a  very  limited  way;  aad  the  onlv  way  we  wilTkave 
sufficient  trained  personnel  in  the  future  is  to  develop  the  dye  in- 
dustry where  they  acquire  it. 

Senator  Simmons.  What  I  can  not  understand,  General,  is  this: 
You  had  sufficient  trained  chemists  in  this  country,  not  onlv  to  pro- 
duce 90  per  cent  of  all  the  dyestuffs  that  were  consumea,  but  to 
furnish  other  coimtries  with  enormous  quantities  of  the  dye  prod- 
ucts of  our  dye  factories.  It  would  seem  to  .me  that  that  would 
controvert  your  contention  that  we  have  not  in  this  country  an  ade- 
quate amount  of  trained  chemical  knowledge  to  meet  the  domestic 
requirements  in  reference  to  dyes. 

Gen.  Fries.  I  think  the  difference  can  be  shown  by  the  differences 
in  the  number  of  dyes,  for  instance,  that  are  made.  Even  now, 
after  a  seven-year  embargo,  due  to  the  war,  and  the  tremendous 
development  pushed  by  every  resource  of  the  American  mind,  we 
are  still  making  less  than  one-third  as  many  dyes  as  Germany  makes, 
and  Germanv  produces  her  dyes  cheaper  than  we  do,  because  in 
making  900  dyes  or  thereabouts  she  pernaps  uses  all  of  these  crudes 
and  has  practically  no  waste  whatever.  If  we  are  only  making  a 
half  dozen  dyes  we  have  a  lot  of  waste  products  that  could  be  made 
into  different  products  if  we  had  the  highly  trained  personnel  and 
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factories  Germany  has  got,  and  that  is  the  point  to  which  I  would 
like  to  see  the  dye  industry  developed  in  this  country. 

Senator  Simmons.  I  do  not  see  why  Germany  is  making  so  much 
more  dyes  than  we  are  at  this  time,  m  view  of  the  fact,  as  testified 
here,  that  England  has  established  something  equivalent  to  an 
embargo  and  some  of  the  ofJier  industrial  nations  of  Europe  have 
also  done  so.  What  nations,  under  the  circumstances,  is  Germany 
supplyinj?  ?    She  is  not  supplying  us. 

Gen.  Fbies.  She  is  hopmg  to,  probably.  Those  men  have  got  to 
make  dyes  or  do  nothing.  They  nave  the  plants  and  trained  person- 
nel all  there,  and  that  is  the  only  thing  they  can  do  with  this  product; 
and  they  hope  by  making  it  and  having  it  available  they  can  get 
established  and  supply  the  whole  world  as  they  did  before.  'I  thmk 
that  is  why  they  are  making  it;  I  think  it  is  absolutely  forced  on  them. 

Senator  Simmons.  I  suppose  if  they  had  that  hope  they  would 
not  make  these  products  m  advance,  especially  if  they  need  all  the 
money  they  have  got  for  things  in  immediate  demand.  I  should 
imagine  good  business  sense  would  suggest  to  them  that  they  wait 
untfl  these  markets  are  opened  up. 

Gen.  Fries.  But  they  only  get  money  that  is  really  valuable  by 
selling  products  to  somebody  at  the  present  time;  and  these  men  are 
available  to  do  this.  They  had  better  keep  them  busy  piling  up 
dyes  than  to  have  them  i<ue  to  start  revolutions,  I  presume. 

Senator  Smoot.  Italy  and  France  and  England  and  Belgium,  as 
you  state,  have  embargoes  upon  German  dyes 

Gen.  Fries  (interposing).  I  do  not  know  about  Belgium,  Senator; 
I  am  not  certain  about  Belgiiun  at  all. 

Senator  Smoot.  Then  cut  out  Belgium  and  say  in  the  other 
coim tries  noted. 

Gen.  Fries.  Yes,  sir. 

Senator  Smoot.  And  they  are  the  ^eat  manufacturing  countries 
of  the  world,  and  Germany  certainly  is  not  going  to  make  dyes  and 
pile  them  up.  Where  is  there  any  other  country  outside  of  this 
country  here  to  sell  those  dyes  to  ? 

Gen.  Fries.  She  can  only  sell  them  perhaps  to  China.  She  sells 
a  good  deal  of  indigo  and  the  like  to  China  and  perhaps  some  to 
Russia. 

Senator  Smoot.  She  does  not  sell  as  much  indigo  to  China  as  we  do. 

Gen.  Fries.  Perhaps  not.  But  the  point  important  to  me  is  that 
she  would  hope,  if  we  do  not  have  an  embargo  here  to  keep  out 
those  dyes,  she  can  sell  them  here. 

Senator  Smoot.  She  can  not,  with  the  rate  of  duty  we  will  put 
upon  them. 

Senator  Watson.  Is  it  not  a  fact  that  at  the  time  you  appeared 
before  the  subcommittee,  of  which  I  happened  to  be  the  chainnan. 
when  we  investigated  the  dye  industry,  and  at  that  time  there  was 
talk  about  large  quantities  of  dyes  coming  into  this  country  and 
going  to  other  countries,  it  was  shown  that  England  had  lifted  tho 
embargo  or  had  not  yet  laid  an  embargo  ?    Do  you  recall  that  f 

Gen.  Fries.  Yes. 

Senator  Watson.  And  after  that  there  came  into  England  dyes 
in  a  ven^  great  quantity;  and  then  England  put  on  the  embargo. 

Gen.  Fries.  Yes,  sir;  the  embargo  was  laid  in  the  last  year. 
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The  Chairman.  General^  I  suppose  if  the  disarmament  arrange* 
ments  come  to  anything  effective  the  abolition  of  the  use  of  gas  for 
military  purposes  would  be  among  the  chief  accomplishments,  would 
it  not  ? 

Gen.  Fries.  I  do  not  think  so,  Senator;  I  think  it  would  be  the 
most  dangerous  thing  they  could  possibly  do,  because  every  coal- 
tar  industry  is  a  potential  poison  gas  or  high  explosive  factory. 

The  Chairman.  Do  you  mean  to  say  that  the  disarmament  arrange- 
ment ainong  the  nations  would  not  nave  as  one  of  its  chief  resmts 
the  abolition  of  gas  ? 

Gen.  Fries.  No.  sir:  I  do  not  think  so. 

The  Chairman.  Then  we  would  have  to  keep  on  making  plenty  of 
gas  under  the  disarmament  arrangement  t 

Gen.  Fries.  No,  sir;  we  would  not  make  gas  any  more  than  we 
are  making  it  now.  But  we  would  know  if  we  developed  the  coal- 
tar  industry  we  would  be  able  to  make  more  gas  than  any  others, 
and  we  could  turn  those  plants  into  poison-gas  mctories  if  we  had  to. 

The  Chairman.  Then  you  would  look  upon  disarmament  as  being 
ineffective  ? 

Gen.  Fries.  No,  sir;  I  think  it  would  be  very  effective.  Under 
the  development  of  a  coal-tar  industry  our  keeping  up  in  chemical 
warfare  is  very  easy  and  cheap;  in  fact,  it  is  very  cheap  to-day. 
The  total  expenses  of  the  Chemical  Warfare  Service  since  the  war 
have  been  less  than  two-thirds  of  1  per  cent  of  the  Army  appropria- 
tion, and  they  will  continue  to  be  low,  not  over  2  per  cent  at  the 
most.  But  we  would  have  available  in  the  coal-tar  industry  plants 
where  we  could  provide  any  quantity  of  poison  gases  or  hign  explo- 
sives we  would  have  to  produce,  and  it  is  the  only  kind  of  armament 
that  would  cost  us  nothmg  in  peace. 

The  Chairman.  But  we  are  not  supposed  to  need  those  agencies  if 
we  disarm. 

Gen.  Fries.  If  we  can  come  to  a  complete  disarmament  and  be 
sure 

The  Chairman.  That  is  what  I  am  asking  you. 

Gen.  Fries.  I  do  not  think  that  is  possible  for  a  long  time. 

The  Chairman.  Then  you  look  upon  this  negotiation  as  likely  to 
be  a  failure,  do  you  ? 

Gen.  Fries.  No.  sir;  I  think  if  we  can  go  far  enough  to  put  a 
limitation,  we  will  say,  on  the  number  of  battleships  each  country 
may  have  and  the  number  of  big  guns  each  country  may  have, 
that  we  will  have  gone  a  long  way  toward  reducing  the  cost  of  arma- 
ment, which  is  the  first  consideration. 

The  Chairman.  Then  you  would  not  expect  it  to  cover  one  of  the 
most  murderous  weapons  of  modem  warfare,  which  is  gas  ? 

Gen.  Fries.  I  thiuK  you  would  then  be  putting  this  country  into 
the  complete  power  of  some  nation  that  might  become  an  outlaw. 

The  CSaAiRMAN.  Then  you  think  a  little  gas  ''on  the  side"  would 
be  a  good  thing  ?    [Laughter.] 

Gen.  Fries,  i  think  it  a  wise  precautionary  measure,  Senator. 
[Laughter.] 

Senator  Watson.  They  will  still  continue  to  make  guns,  wiU  they 
not? 

Gen.  Fries.  Very  likely,  sir.  I  hope  to  see  the  disarmament  a 
success. 
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Senator  Watson.  Also  munitions  and  powder? 

Gen.  Fries.  Yes,  sir;  and  they  will  nave  the  plants  ready  to 
make  them  in  all  countries  that  produce  coal-tar  products. 

Senator  Watson.  They  will  not  use  these  guns  to  shoot  religious 
fanatics.     Pliaughter.] 

The  Chaibman.  The  pending  negotiations  open  up  a  new  vista 
to  me  after  hearing  you,  General. 

Senator  Smoot.  Mr.  Metz  would  like  to  testify  at  this  time. 

The  Chairman.  Mr.  Metz  is  here,  and  we  would  be  glad  to  have 
him  submit  his  views. 

STATEMENT     OF    HEBICAN    A.    METZ,    PBBSIDENT    OF    THE 
COKSOLIDATED  COLOB  A  CHEMICAL  CO.,  NEWABK,  N.  J. 

The  Chairman.  You  are  in'  the  dye  business,  Mr.  Metz  ? 

Mr.  Metz.  I  am  in  the  business  of  manufacturing  dyestuffs  and 
pharmaceutical  goods,  at  Newark,  N.  J.,  and  Brooklyn,  ]n.  Y.;  among 
them  salvarsan,  the  606  specific,  and  those  other  hi^hlv  organized 
products  so  often  referred  to  which  are  manufactured  m  large  plants 
on  this  side  owned  and  operated  before  and  since  the  war  by  my 
companies. 

The  Chairman.  Will  you  state  your  views  on  this  matter,  Mr. 
Metz? 

Mr.  Metz.  I  am  entirely  in  accord  with  any  proposition  that  will 
rive  the  American  industry  ample  protection.  We  need  the  in- 
dustry; we  must  have  it.  I  was  an  importer  as  well  as  manufacturer 
before  the  war,  and  have  been  in  the  business  nearly  40  years  handling 
dyestuflfs.  I  do  not  want  to  see  my  plants  scrapped.  They  will  not 
have  to  be  scrapped  if  we  are  given  proper  protection  and  which  will 
at  the  same  time  give  the  consumer  those  ayes  which  he  needs,  if  he 
is  wUling  to  pay  for  them. 

We  are  at  the  present  time  making  90  per  cent  of  the  dyes  used  in 
this  country.  Out  of  the  number  mentioned  by  Gen.  Fries,  three- 
fourths  are  used  only  in  a  comparatively  small  way.  The  essential 
dyes  are  being  made,  but  there  are  certain  special  dyes  that  are  not 
being  made  here.  Some  of  them  I  do  not  believe  ever  will  be  made 
here,  because  they  can  not  be  made  economically.  If  we  can't 
import  them  then  those  dyes  will  be  available  to  other  countries,  and 
textiles  will  be  dyed  with  those  dyes  and  sent  here  on  the  fiber 
instead  of  being  made  here. 

I  do  not  believe  our  dye  men  are  bothering  enough  about  that. 
We  heard  it  said  that  tney  could  be  made  in  two  years,  but  we 
haven't  got  them  in  six  years,  because  we  do  not  produce  anthracene 
in  sufficient  quantitv  at  a  price  to  warrant  making  those  colors. 

We  are  down  to-aay  to  the  prewar  price  of  the  imported  goods  on 
some  of  the  colors.  Three  colors  constitute  about  50  per  cent  of  all 
those  used  in  this  country — sulphur  black,  direct  blacK,  and  indigo. 
Indigo  has  dropped  within  the  last  10  days;  it  has  dropped  gradually 
since  the  first  of  the  year  from  70  down  to  40,  and  I  understand  it  is 
offered  below  40  cents  to-day,  and  that  you  can  buy  it  for  35  cents. 
The  ingredients  entering  into  it  have  not  dropped  in  proportion, 
showing  that  the  margin  of  profit  has  been  cut  and  that  consumers 
are  coming  into  their  own. 

The  plants  built  by  myself  and  others  have  been  or  should  have 
been  chained  off  in  profits  long  ago.     The  expensive  research  work 
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we  hear  so  much  about  has  been  paid  for  bv  the  Government,  because 
it  was  taken  out  of  expenses  and  chargea  off  in  income  and  excess- 
profits  taxes.  We  should  not  have  to  pay  interest  on  big  invest- 
ments which  have  been  amortized.  My  plants  have  grown  enor- 
mously, because  the  profits  went  back  into  them. 

I  did  not  pay  it  all  out  in  dividends  nor  put  all  the  profits  in  our 
pockets,  and  others  who  did  the  same  thing  have  no  business  kick 
coming  and  are  protected  to  that  extent  ^r  all  time;  that  is  my 
position  as  a  manufacturer. 

Senator  Calder.  You  are  also  an  importer  of  dyestuffs  ? 

Mr.  Metz.  I  am  an  importer  to  the  extent  that  others  are  importers. 
I  get  the  licenses  from  our  customers,  and  I  import  on  orders  for  Uiem. 

Senator  Watson.  You  imported  largely  before  the  war? 

Mr.  Metz.  Very  lai^ely.  I  also  made  colors  long  before  the  war, 
however,  and  on  certam  things  which  we  competed  with  the 
imported.  We  also  exported.  Some  colors  were  exported  all  over 
the  world  before  the  war,  for  there  were  a  few  colors  we  did  make 
and  export.  We  were  not  producing  much  benzol  then;  but  since 
our  coke  ovens  were  rebuilt  benzol  is  now  produced  by  the  ovens  and 
we  can  not  stop  it.  When  the  steel  industry  starts  up,  there  will  be 
benzol  enough  to  flood  the  country. 

There  is  so  much  stress  laid  on  what  the  dye  industry  uses  that  I 
brought  with  me  a  list  issued  by  the  Koppers  Products  Co.,  of  Pitts- 
burgh, showing  for  what  others  benzol  is  used,  which  reads  [reading]: 

Benzol — Koppers. — ^When  -buying  benzol,  toluol,  or  solvent  naphtha  specify 
"Koppere."    Over  half  produced  by  the  Koppers  process. 

Benzol,  toluol,  and  solvent  naphtha  are  bemg  used  by  the  more  progressive  manu« 
facturers  engaged  in  the  following  lines  of  business: 

Rubber  gjoods,  tires,  tubes,  rubber  cements,  paints,  varnishes,  lacquers,  soluble 
cotton  solutions,  bronzing  liquids,  paint  removers,  varnish  stains,  furniture  polishea. 
metal  polishes,  floor  waxes,  enamels,  turpentine  substitutes,  shingle  stains,  wooa 
preservatives,  bitumastics,  roofing  cements,  road  compounds,  electrical  insulating 
vandshes^  artificial  leather,  printing  inks,  intermediates,  dyes,  leather  goods,  naphtha 
soaps,  disinfectants,  emulsions,  sweeping  compounds,  ^ow  polishes,  carbon  removers, 
leather  dressings,  solvents  for  waxes,  cans  ana  food  containers,  impregnating  asbestos 
boards,  wall  boards,  brake  linings,  extraction  work  of  all  kinds,  alkaloids,  recovery 
of  vegetable  and  animal  oils,  coconut  extraction,  degreasing  garbage,  bone,  hide  and 
hair,  rosin  extraction,  dr^  cleaninc^,  cleaning  preparations,  mineral  flotations,  motor 
fuel,  fuel  gaS)  pharmaceuticals,  permmes,  organic  chemicals,  photographic  developers, 
denatured  alcohol,  exi)lo8ives,  chlorinated,  nitrated  and  sulpnonated  products, 
linoleum,  oilclotli,  printing  press  and  type  cleaning. 

There  are  a  thousand  other  uses  besides  dyestuffs  for  benzol.  If  all 
dyestuff  plants  stopped  to-morrow  they  would  still  have  uses  for 
benzol,  and  the  same  holds  as  regards  toluol  and  the  other  crudes 
used  for  dyestuffs.  Benzol  and  toluol  to  be  used  for  explosives  must 
be  nitrated. 

Of  the  80  plants  mentioned,  there  are  not  8  that  can  do  nitrating 
on  a  scale  available  for  explosives.  The  people  who  have  nitrating 
plants  are  the  powder  concerns  and  the  people  who  make  the  "dope, 
so  called,  for  artificial  leather,  who  nitrate  cotton.  Those  are  the 
plants  that  can  be  converted  into  munition  plants.  The  average 
dye  plant  is  not  any  more  fit  for  producing  dyestuffs  or  poison  gas 
than  a  brewery.  I  make  chloropicrin,  but  it  is  a  laboratory  proposi- 
tion. I  produce  it  in  order  to  make  certain  pharmaceuticals.  Chloro- 
fucrin  is  made  practically  in  a  laboratory  way,  unless  you  do  it  on  a 
arge  scale  as  tne  Government  does  it. 
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In  regard  to  phosgene  gas,  I  wrote  abroad  to  find  out  how  much 
phosgene  is  usea.  rhosgene  is  used  in  about  four  colors,  and  that  is 
all.  i  wanted  to  know  how  much  we  were  producing  and  how  much 
was  produced  abroad.  I  found  there  practically  only  one  other  plant 
makmg  phosgene,  and  that  would  be  the  Badische,  because  they  had 
the  patents  on  these  particular  colors,  and  one  plant  in  Switzerland 
made  them  also. 

My  information  is  that  in  1913  204  tons  were  used  for  colors  and 
intermediates,  and  then  Germany  practically  supplied  the  whole 
world  with  the  products  made  with  phosgene.  In  1920  only  64  tons 
were  produced.  That  isn't  enough  for  one  charge  in  war.  Our 
records  show  that  the  United  States  produced  in  1918  1,616  tons  of 
phosgene,  and  it  shows  that  no  plant  then  making  colors  made 
phosgene.  I  built  a  small  plant  in  Rahway  to  make  it,  but  never 
started  it,  for  as  soon  as  the  armistice  came  I  could  get  all  I  wanted 
from  the  Government  plant  if  I  would  only  cart  it  away,  because  it 
can't  be  handled  by  freight.  They  have  enough  to  supply  the  country 
for  dye  purposes  for  the  next  generation. 

Chlonne  we  manufactured  oef ore  the  war  and  were  the  largest 
producers  and  exported  a  large  amount.  There  is  more  chlorine 
used  for  paper  manufacturing  and  disinfecting  than  in  all  other  lines 
put  together. 

The  same  thing  is  true  in  regard  to  picric  acid.  There  is  enough 
picric  left  from  the  war  to  last  the  dye  men  for  years.  Chlopicrin  is 
made  of  picric  acid  and  chlorine.  Phosgene  is  not  a  coal-tar  product ; 
phosgene  is  made  of  carbonic  acid  and  chlorine.  It  is  not  a  coal-tar 
product  at  all.  It  is  used  in  the  dyestuff  industry  for  three  or  four 
colors,  and  those  can  be  substituted.  Auramine,  the  chief  one,  is 
used  in  paper  making  to  a  large  extent.  Crystal  violet  is  used  for 
typewriter  ribbons  and  purple  pencils. 

Senator  Watson.  You  have  been  for  years  an  importer  and  an 
importer  on  a  large  scale  ? 

Mr.  Metz.  Yes,  sir;  and  from  all  producing  countries. 
Senator  Watson.  And  you  are  now  manuiacturing  and  have. been 
since  the  beginning  of  the  war  ? 
Mr.  Metz.  Yes,  sir. 

Senator  Watson.  Is  it  your  opinion  that  this  industry  can  be 
•  protected  without  the  embargo  ? 

Mr.  Metz.  I  beheve  that  vou  can  protect  it  by  a  specific  and  an 
ad  valorem  duty.  Increased  cost  of  dye  does  not  have  much  bearing 
in  the  last  analysis  on  most  fibers,  but  on  some — ^for  instance,  cheap 
cottons  dyes  with  indigo — ^it  does. 

Let  us  take  indigo.  Indigo  was  sold  at  12  cents,  without  duty, 
before  the  war,  and  10  poimds  of  indigo  to  dye  100  pounds  of  cotton 
made  the  cost  of  dyeing  H  cents  a  pound  for  dye.  It  is  used  largely 
on  denims,  cheap  cotton  goods,  made  in  the  South,  and  used  for 
overalls.  The  biggest  plant  is  at  Greensboro,  N.  C.  Their  business 
is  largely  export.  These  denims  dyed  with  indigo  would  cost  li 
cents  lor  dye;  at  60  cents  for  indigo  it  would  be  6  cents  a  pound  for 
dye,  which  is  very  materially  higher.  If  you  figure  40  cents  a  pound 
for  cotton,  it  is  not  so  much,  as  when  you  get  oown  to  10  or  12  cents 
cotton,  and  it  puts  you  out  of  business  in  competition  with  England 
or  other  countries  having  cheaper  indigo;  they  will  have  the  export 
trade  then  and  you  will  not. 
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The  manufacturer  can  stand  higher  priced  dyes  on  other  higher 
priced  goods,  and  if  he  wants  a  certain  dye  to  produce  a  certain  re- 
sult, which  he  can  stand  behind,  he  can  not  take  '^  something  just 
as  good; "  he  must  have  the  color  he  wants  and  ought  to  be  able  to 
get  it  without  a  lot  of  argument  and  delay. 

Licenses  for  the  import  of  dyes  are  given  out  by  the  War  Trade 
Board  section,  and  I  want  to  say  that  I  have  no  criticism  of  the 
functioning  of  the  War  Trade  Board  as  its  bureau  is  constituted. 
They  try  to  be  reasonable.  I  want  to  say  now  that  we  ou^ht  to  do 
something  to  extend  its  fxmctions  over  the  indefinite  period  from 
August  28  until  a  permanent  rate  is  fixed  for  the  protection  of  the 
.dye  industry. 

I  am  not  afraid  of  being  swamped  by  German  dves.  The  Germans 
have  not  got  the  dyes,  no  matter  what  they  tell  you.  I  was  over 
there  last  year,  and  saw  them  all  for  myself.  They  have  doubled 
their  plants,  but  they  were  doubled  because  they  had  to  make  syn- 
thetic alcohol  and  acetic  acid  from  carbide,  fertilizers,  synthetic  rub- 
ber, gums,  and  shellacs.  They  could  not  get  those  outside,  and  they 
^d  not  do  a  solitary  thing  in  tne  way  of  new  colors  or  new  medicinals. 

In  the  matter  of  pharmaceuticals,  I  sent  an  order  in  1920  to  Ger- 
many for  10  pounds  of  orthofcCrm,  an  anesthetic,  and  they  did  not 
have  it  in  all  Germany.  They  had  stopped  manufacturing  and  were 
making  things  more  essential.  The  dye  plants  made  war  products 
because  they  were  acid  manufacturers. 

Senator  Calder.  They  can  manufacture  them  eventually  ? 

Mr.  Metz.  We  have  been  shipping  wood  alcohol  and  other  raw 
materials  to  Germany;  we  have  been  shipping  formaldehyde  to  the 
other  side.  There  are  many  raw  materials  they  have  not  got.  They 
have  not  got  the  coal;  their  plants  are  not  running  over  a  third 
capacity. 

Senator  Calder.  But  they  can  get  the  coal. 

Mr.  Metz.  Eventually  they  can.  But  give  us  protection  against 
that,  but  do  not  say  we  can  not  get  what  we  want  if  we  are  willing 
to  pay  for  it.  I  am  making  novocaine  and  salvarsan,  or  6-0-6,  that 
you  have  heard  so  much  about. 

Senator  Watson.  Is  that  a  coal-tar  product? 

Mr.  Metz.  It  is  to  a  small  extent  from  aniline,  with  arsenic;  and 
that  is  all  the  coal  tar  there  is  in  it.  After  that  you  get  away  from 
icoal  tar. 

Senator  Watson.  It  was  discovered  in  the  dye  industry,  was  it  not  ? 

Mr.  Metz.  It  was  not  discovered  in  the  dye  industry.  It  was 
discovered  by  Ehrlich  and  because  he  used  a  coal  tar  preparation,  the 
dye  people  made  it.  That  price  was  $2.50  for  six-tentns  of  a  gram 
before  the  war.     I  sold  it  here. 

Senator  Calder.  You  were  the  sole  agent  ? 

Mr.  Metz.  I  was  the  sole  agent.  They  paid  40  per  cent  royalty 
to  Ehrlich,  for  the  Speyer-House,  which  is  like  the  Rockefeller 
Foundation  here,  and  the  duty  was  25  per  cent.  I  am  making  it 
here  now  under  license  and  my  last  price  was  27  cents,  for  the  same 
quantityi  to  the  United  States  Government. 

Senator  Caldeb.  When  was  that  ? 

Mr.  Metz.  Lately;  on  the  last  contract.  Several  concerns  took  it 
lUp  under  license  from  the  Federal  Trade  Commission  on  a  5  per  cent 
^yalty.    Practically   an   agreement   was   made   with   the   Public 
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Health  Service  that  a  dollar  a  dose  would  be  a  fair  price  to  the  Gov* 
eminent  for  war  purposes.  The  Army  had  about  400,000  doses. 
Syphilis  is  not  like  malaria  or  a  cold  in  the  head,  and  will  not  cure  itself 
and  I  made  up  my  mind  that  the  more  I  could  extend  the  use  of 
salvarsan  the  oetter  it  would  be  for  mankind;  and  to-day  the  Gov- 
ernment is  buying  it,  and  clinics  are  enforcing  its  use  and  doing  it 
free. 

Senator  Caldeb.  Buying  it  at  27  cents  ? 

Mr.  Mbtz.  At  27  cents. 

Senator  Calder.  Before  the  war  how  much  was  it  ? 

Mr.  Metz.  $2.50;  that  was  the  price.  It  went  from  that  up  to 
$4.50  in  single  doses  to  phvsicians,  but  speculators  cornered  it  and  got 
$25  and  $50  for  a  dose  early  in  the  war. 

Senator  Calder.  Were  you  the  importer  selling  it  to  the  Govern- 
ment before  the  war  ? 

Mr.  Metz.  Certainly.     They  paid  the  same  price  as  anybody  else. 

Senator  Calder.  What  was  the  Government  paying  you  before  the 
war? 

Mr.  Metz.  About  the  same,  the  best  wholesale  price,  about  $2.50, 
unless  they  saved  the  duty. 

Senator  Watson.  It  was  made  abroad  ? 

Mr.  Metz.  Made  in  Germany  by  the  patentees. 

Senator  Calder.  Is  this  the  same  article  you  are  making  here  ? 

Mr.  Metz.  It  is  the  same  article  exactly. 

Senator  Calder.  How  many  licenses  are  there  for  manufacturing? 

Mr.  Metz.  Three  or  four  licenses  from  the  Federal  Trade  Com- 
mission and  two  or  three  from  the  Chemical  Foundation,  which  took 
over  the  patents,  with  4,500  others.  I  am  not  making  anything  on 
what  I  sell  the  Government,  but  I  am  simply  mentionmg  it  to  snow 
what  we  can  do. 

The  labor  cost  is  enormous  on  that  stuff,  and  whether  it  competes 
with  us  or  not,  and  no  matter  what  price  they  put  upon  the  German 
stuflF,  if  a  man  has  syphilis  and  wants  the  German  product,  but  is 
compelled  to  use  something  said  to  be  just  as  good,  we  will  get  the 
blame  for  it  if  he  is  not  cured.  There  is  psychology  involved  in  the 
matter;  the  man  ought  to  get  the  German  goods  if  he  thinks  they  will 
cure  him.  Within  the  last  two  months  I  have  imported  some  of  the 
German  stuff,  and  it  cost  me*56  cents  to  lay  it  down  here. 

Senator  Smoot.  Is  it  any  better  ? 

Mr.  Metz.  I  do  not  think  it  is  as  good.  It  is  just  as  efficient,  but 
our  stuff  is  more  thoroughly  tested;  it  is  tested  three  times.  It  is 
first  tested  in  our  own  laboratory.  I  have  three  men  from  the  Public 
Health  Service  for  research  work.  I  endeavor  to  get  the  best  service 
I  can  for  that  purpose.  As  I  said,  it  is  first  tested  in  our  own  labora- 
tory, where  it  has  to  pass  a  certain  test.  Five  rats  are  injected. 
Those  rats  must  live  48  hours.  If  more  than  60  per  cent  die,  the  stuff 
is  rejected.  Then  we  send  it  to  the  Columbia  University  and  it  is 
again  tested.  Then  it  is  tested  again  in  Washington.  There  the  test 
is  very  severe. 

Senator  Watson.  Do  you  want  this  rat  industry  protected  ? 

Mr.  Metz.  I  think  the  rats  are  quite  able  to  take  care  of  themselves. 

Senator  La  Follette.  We  can  put  it  in  this  bill  if  you  want  it  ? 

Mr.  Mbtz.  WeU,  everything  else  is  in  it.  We  have  a  more  severe 
test  than  the  Germans  have.    Our  product  will  test  higher  than  the 
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German  stuflf.  A  rat  may  live  at  300  with  the  official  test  200.  We 
have  to  get  the  purest  possible  product.  It  takes  50,000  pounds  of 
material  to  make  100  pounds  oi  salvarsan,  and  there  is  not  a  single 
ounce  of  by-product.  If  it  goes  in  your  veins  and  it  is  wrong,  you  are 
dead.  Even  without  embargo  there  are  to-day  restrictions  i^ainst 
bringing  this  material  into  the  country.  The  Chemical  Foimdation 
hold  the  patents  and  the  Public  Health  Service  prescribes  regula- 
tions, so  there  is  ample  protection  for  the  manufacturer.  I  put 
originally  $100,000  in  my  plant  to  make  salvarsan.  I  have  over  a 
half  million  dollars  invested  in  it  to-day  and  it  pays  a  good  profit, 
but  for  the  physiological  reasons  stated,  the  German  product  ought 
to  be  availaole. 

Senator  Watson.  You  still  import  some  German  dyes,  do  you  not? 

Mr.  Metz.  Only  on  licenses  granted  to  consumers. 

Senator  McLean.  What  percentages  of  your  turnover  do  you 
import  ? 

Mr.    Metz.  Dyes? 

Senator  McLean.  Yes,  sir. 

Mr.  Metz.  I  suppose  altogether  there  is  about  10  per  cent  im- 
portable colors  still  on  the  list  coming  in. 

Senator  McLean.  Of  your  own  busmess  what  percentage  of  your 
annual  turnover  do  you  import.  Either  for  yourself  or  acting  as 
agent? 

Mr.  Metz.  I  can  not  import  for  myself.  I  import  as  an  agent 
only.  All  dyes  from  Germany  come  in  that  way.  The  Swiss  came 
to  dealers. 

Senator  Watson.  What  company  do  you  represent? 

Mr.  Metz.  I  represented  the  Hoechs  plant,  one  of  the  so-called 
Big  Six. 

Senator  Calder.  What  was  the  value  in  money  on  the  dyes  you 
manufactured  last  year  in  your  own  business? 

Mr.  Metz.  I  can  not  tell  you  oft  hand.  I  could  give  you  the  exact 
figures  later.  Last  year  was  an  off  year.  We  were  shut  down  half 
the  time.  I  do  not  suppose  my  entire  manufacturing  business  last 
year  amounted  to  over  $3,000,000  or  $4,000,000. 

Senator  Calder.  How  much  did  you  import  ? 

Mr.  Metz.  A  very  small  amount.  I  suppose  if  we  did  $250,000 
worth  of  business  altogether  since  we  smarted  importing,  it  is  not  a 
whole  lot. 

Senator  La  Follette.  Since  what  time? 

Mr.  Metz.  Some  of  the  goods  ordered  in  the  spring  of  1920  are  not 
here  yet.    They  have  not  got  the  stuff,  gentlemen. 

Senator  Walsh.  How  many  einployees  have  you  ? 

Mr.  Metz.  In  my  dye  plant?  i  suppose  I  have  about  200  men  in 
the  Central,  about  150  in  the  Consohdated,  and  in  the  Laboratories 
about  200,  but  there  most  of  them  are  women. 

Senator  Walsh.  How  many  are  there  in  the  whole  industry  that 
would  be  affected  by  this  legislation  ? 

Mr.  Metz.  That  is  hard  to  tell.  I  do  not  know  what  the  National 
has  now.  There  has  been  a  combination  with  the  General  Chemical 
and  the  Barret  companies,  and  a  very  proper  one  for  this  country 
to  have. 

They  talk  about  the  embargo  in  England  and  France.  I  have  letters 
to-day  from  England  offering  German  dyes  and  letters  from  France 
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offering  reparation  dyes.  The  English  went  into  Germany  and  bought 
up  a  two  years'  supply  before  they  made  the  embargo.  That  is  wny 
they  have  an  embargo.  The  English  are  always  on  the  job  and  we 
are  not.  I  have  offers  to-day  for  German  dye  from  Enghsh  dealers, 
and  if  you  will  send  for  the  records  of  the  War  Trade  Board  you  will 
find  that  permits  are  being  given  right  along  to  bring  over  these 
German  colors  from  England.  I  have  a  list  of  the  Frendi  reparation 
goods  and  the  Italian  reparation  goods,  all  of  which  can  be  dumped 
m  here,  if  you  do  not  pronibit  them. 

Senator  Smoot.  Wnat  about  Japan  ? 

Mr.  Metz.  Japan  is  still  buying.  I  suppose  you  saw  the  list  of 
exports  bv  these  poor  fellows  that  were  going  out  of  business  this  last 
June.  Tnpy  still  succeeded  in  doing  a  little  business  in  the  export 
line.  This  is  up  to  date.  It  was  400  and  some  odd  thousand  dollars 
worth  which  we  still  exported  this  June,  although  we  are  talking 
about  goiag  out  of  business.  This  is  from  the  record  of  the  Depart- 
ment of  Commerce  sent  out  by  the  Dyes  Institute.  I  have  no  ob- 
jection to  exporting  all  we  can;  it  shows  we  can  compete  against 
German  goods  in  other  countries,  even  if  we  are  scared  to  death  here. 

Senator  Simmons.  This  closing  down  of  factories  that  we  have  been 
hearing  so  much  about  and  this  slumping  of  price  in  this  country  are 
not  due  to  any  foreign  competition  ? 

Mr.  Metz.  It  is  due  to  the  fact  that  our  miUs  were  not  consimiing. 
We  were  all  loaded  up  on  olive  drab  and  khaki.  I  have  enough  dye 
for  olive  drab  and  khaki  to  clothe  the  armies  of  the  world  for  the  next 
10  years  which  nobodv  wants  to-day.  That  dye  decomposes  in  time. 
We  had  to  have  it  on  hand  to  keep  the  mills  going,  aixd  when  the  war 
stopped — biff. 

Senator  Simmons.  You  were  somewhat  in  the  same  condition  with 
the  cotton  growers  in  the  South  ? 

Mr.  Metz.  Certainly.  I  am  willing  to  practically  give  away  this 
olive  drab. 

Senator  Walsh.  You  ought  to  start  a  propaganda. 

Mr.  l^TZ.  There  is  enoiigh  without  tnat.  1  do  not  think  it  is 
necessary  to  spring  that  kind  of  stuff  on  the  public.  I  am  in  the 
military  brancn  myself  and  hold  the  rank  of  colonel  still.  American 
dye  makers  exported  in  June  four  hundred  and  some  thousand 
dollars  worth,  and  Japan  took  two  hundred  and  twenty  odd  thousand 
dollars  worth.    That  does  not  show  that  we  are  going  out  of  business. 

Senator  MgCumbeb.  We  exported  that  during  what  period  ? 

Mr.  Metz.  During  the  month  of  June  of  this  year.  I  have  a  list 
here  of  the  colors  that  France  and  Italy  are  offering  to  this  country. 
I  have  here  a  letter  from  England,  from  Harry  Heymann,  of  Bradford, 
under  date  of  May  21,  1921,  offering  German  colors.     He  says: 

I  thank  you  for  your  letter  of  the  10th  instant,  and  b^  to  state  in  reply  that  I  am  in 
a  favorable  position  to  deal  with  any  inquiries  which  you  may  be  good  enough  to 
submit  to  me,  either  by  letter  or  cable,  for  all  classes  of  aniline  colors  of  German 
origin,  and  to  guarantee  all  deliveries  to  be  standard  European  types  in  maker's 
origi<nal  packages. 

I  have  already  been  dei^ling  with  important  inquiries  from  your  country  and  have 
done  some  very  large  business. 

That  is  in  spite  of  the  embargo  in  England.  There  have  been 
licenses  granted  right  along  for  colors  from  England  that  are  not 
made  here  that  are  being  sold  below  the  German  prices. 

Senator  Walsh.  And  were  originally  bought  in  Germany  ? 
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Mr.  Metz.  Certainly,  and  sold  as  German  goods. 

Senator  McCumber.  Were  they  not  taken  as  part  of  the  repara- 
tion? 

Mr.  Metz.  No,  sir.  They  were  bought  by  the  dye  consumers,  of 
England.  They  sent  a  commission  over  to  Germany  and  bought  up 
a  two-years  supply,  and  I  was  told  that  the  reason  they  put  an 
embargo  on  was  to  protect  those  people  who  had  those  dyes.  England 
can  taKC  off  an  emoargo  to-morrow  the  same  as  she  puts  it  on  by  an 
order  in  council.     We  can  not  do  that;  we  have  to  come  to  Congress. 

Senator  Smoot.  How  are  the  prices  offered  by  England  ? 

Mr.  Metz.  I  am  coming  to  that.  I  have  taken  the  German  cost 
price  of  goods.  I  have  taken  from  the  records  goods  that  we  are 
making  here,  the  German  mark  price  and  the  German  selling  price. 
I  cabled  for  prices,  asking  for  the  export  price  and  the  German  mark 
price.  We  formerly  paid  duty  on  the  German  mark  price,  which  was 
much  less  than  the  price  we  paid  in  dollars.  That  was  not  fair  and 
has  been  overcome  m  the  emergency  tariff.  I  find  that  the  average 
cost  price  abroad  on  the  average  color  is  one  and  one-half  times  over 
the  prewar  price  of  the  cost  of  manufacture.  If  you  will  get  the 
reparation  list  you  will  find,  if  you  multiply  by  four,  the  amount  of 
each  color  they  made.  In  that  list  is  given  the  minimum  price,  their 
cost  price,  practically. 

Senator  Smoot.  What  I  wanted  to  get  at  was  this :  If  England 
has  bought  a  two  yearns  supply  of  dyes  from  Germany,  and  France 
has  the  reparation  dyes  on  nand,  and  Italy  has  them,  and  they,  are 
offering  them  in  this  country,  if  they  are  offering  them  at  a  price,  say, 
half  of  what  the  American  price  is,  the  manufacturer  will  want  an 
embargo  against  those  gooas.  What  are  the  prices  that  they  are 
offering  ? 

Mr.  Metz.  Goods  that  are  made  here  can  not  come  in  at  present. 
On  the  goods  that  are  coming  in  the  prices  are,  under  the  present 
tariff,  lower  I  but  the  German  price  for  manufacturing,  given  in  the 
reparation  list,  compared  with  my  prewar  prices  is  oiie-and-a-half 
times,  figured  at  the  old  rate  for  marks.  In  other  words,  converted 
into  doUars,  the  price  to-day  of  making  is  one-and-a-half  times 
greater  than  it  was  before  the  war.  Here  it  would  be  about  76  cents 
against  $1.25.  If  we  take  the  cheapest  colors — and  the  bulk  of  them 
will  never  be  brought  in  again  anyway — and  put  on  a  specific  duty  * 
of  10  cents  a  pound  and  35  per  cent  ad  valorem,  it  is  an  embaigo. 
If  you  take  the  American  valuation  to-day,  the  price  at  which  they 
are  sold  here^  and  put  on  a  duty  on  that  basis,  or  take  the  Moses 
amendment,  it  is  absolutely  an  embargo  for  everything  made  in  this 
country.  The  specific  rate  can  be  increased  as  the  value  of  the  color 
increases. 

Senator  Smoot.  The  manufacturers  or  users  of  dyestuffs  are  not 
complaining  so  much  about  the  rate  of  duty  put  on  the  goods  as  they 
are  complaming  about  the  embargo  itself  ? 

Mr.  l^TZ.  Aosolutely. 

Senator  Walsh.  Do  I  understand  the  witness  to  say  that  not- 
withstanding the  American  valuation  plan  in  this  bill  it  amoimts  to 
an  embargo  on  all  goods  as  well  as  dyes  ? 

Mr.  Metz.  I  should  think  the  American  valuation  as  such  would 
be  very  hard  to  administer,  but  it  can  be  administered  in  the  chemical 
line,  because  we  know  what  the  prices  are. 
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Senator  Walsh.  It  is  an  embargo ! 

Mr.  Metz.  It  is  an  embargo  on  goods  made  here. 

Senator  Smoot.  Providing  that  the  rate  is  as  high  as  you  have 
stated. 

Mr.  Metz.  Yes. 

Senator  Smoot.  It  is  not  an  embargo  in  itself,  but  it  can  be  made 
an  embargo  by  having  the  ad  valorem  rate  high  enough? 

Mr.  Metz.  Yes;  but  it  will  be  practically  an  embargo  on  what  we 
are  making  here  now  because  they  are  within  reach  of  a  reasonable 
price. 

There  is  another  point  I  wish  to  make  and  that  is  on  the  subject 
of  the  license  system.  The  Amoskeag  manufacturers  put  out  a 
certain  blue.  It  was  a  German  color.  They  wanted  20,000  pounds 
of  this  particular  blue.  Our  manufacturers  have  to  make  up  goods 
for  the  full  season.  They  ordered  20,000  pounds  of  this  stuff.  By 
the  time  it  got  here  the  season  was  ended.  I  had  to  pay  for  the  stun 
on  the  other  side  before  it  was  shipped.  We  are  trymg  to  peddle 
that  stuff  out  to  other  mills. 

Senator  Walsh.  The  Amoskeag  Mills  are  very  much  opposed  to 
the  embargo  ? 

Mr.  Metz.  All  the  big  mills  are  opposed  to  it. 

Senator  Walsh.  The  textile  industry  is  against  the  embargo  ? 

Mr.  Mrtz.  Yes,  sir:  they  are  against  it. 

Senator  Walsh.  Tnat  is  because  there  are  certain  colors  that  they 
need  that  are  not  produced  in  America  1 

Mr.  Metz.  Yes.  Mr.  Waters  spoke  yesterday  of  colors  that  he 
used.  Well,  he  is  in  a  very  limited  line.  His  colors  are  made  here 
and  he  can  get  them.  Other  mills  want  colors  for  fancy  skirtings 
and  sunproof  and  laundry  goods. 

We  had  a  request  for  rhodamine  6-G,  which  is  a  color  used  very 
generally  by  prmt-eoods  mills  down  East.  The  War  Trade  Board 
wrote  the  nml  that  mev  could  get  information  from  the  Dye  Institute 
where  to  buy  the  goods  here.    A  man  with  a  little  plant  said,  ''My 

frice  is  $55  a  pound,  and  I  am  going  to  make  you  people  pay  for  what 
have  lost."  The  price  was  about  $6.50  on  imported  goods  at  tha 
time  and  this  so-called  American  plant  wanted  $55.  The  import 
license  was  finally  granted.  Those  goods  have  since  come  into  the 
market  at  about  $10,  which  is  reasonable. 

Senator  McCumbeb.  Did  I  understand  you  to  sa^,  Mr.  Metz,  that 
the  Moses  amendment,  in  your  opinion,  wotQd  constitute  an  embargo 
on  dyestuffs  ? 

Mr.  Metz.  It  will  constitute  an  embai^o  on  things  made  here. 
The  moment  you  apply  duties  imder  the  Moses  amencune'nt  you  will 
keep  out  practically  everything  made  in  this  coimtry.  But  it  is 
better  than  an  embargo,  no  matter  how  high  it  is,  because  it  givea 
people  a  chance  to  get  whatever  they  want  ff  they  are  willing  to  pay 
a  high  enough  price  for  it.  You  can  not  bring  tnem  in  at  prices  to 
compete  witn  American  stuff. 

Senator  Caldeb.  Except  the  things  that  are  not  made  here. 

Mr.  l^Tz.  There  is  a  point  that  I  did  not  touch  on  in  respect  to 
salvarsan.  To-day  this  is  the  result:  It  is  being  smuggled  in  by 
sailors,  stewards,  and  others  and  peddled  among  the  ooctors,  who 
get  hi^h  prices,  for  it.  If  it  were^done  openly  there  would  be  no 
trouble.    But  if  the  stuff  sold  very  often  is  not  salvarsan,  it  ia 
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positively  deadly.  It  is  smuggled  in  from  Hamburg,  where  peddlers 
sell  it  as  narcotics  on  the  docEs.  Sometimes  it  gets  in  through  the 
trunks  of  passengers,  and  the  Government  loses  the  duty  besioes. 
K  Senator  Walsh.  Mr.  Chairman,  it  is  now  12  o'clock  and  the  Senate 
is  about  to  meet.  This  witness  seems  to  be  very  well  informed  on 
this  subject,  and  I.thmk  when  we  adjourn  we  ought  to  invite  him 
to  con\p  back  and  resume  his  statement. 

The  Chairman.  It  will  be  impossible  to  hold  a  meeting  of  the 
committee  this  afternoon.  The  committee  regrets  very  much  not 
being  able  to  accommodate  to-day  the  gentlemen  who  are  here  to 
be  heard.  This  unanimous-consent  agreement  still  continues  on  the 
floor  of  the  Senate  and  there  will  be  rml  calls  every  10  or  20  minutes, 
making  it  absolutely  necessary  for  the  committee  to  adjourn  imtil 
to-morrow  at  10.30. 

Mr.  Metz.  Then  I  will  return  to-morrow  morning. 

Senator  Sutherland.  Before  we  adjourn,  Mr.  Chairman,  Mr. 
Silver,  who  is  present,  desires  to  file  some  papers. 

The  Chairman.  There  are  .at  least  10  gentlemen  who  want  to  be 
heard  and  file  papers.  We  would  be  kept  here  an  hour  or  more 
receiving  them.  The  supposition  is  tiiat  every  gentleman  who  files  a 
paper  ought  to  permit  mmself  to  be  examined  if  need  be.  Merely 
coining  up  and  filing  a  paper  is  a  practice  that  the  committee  really 
frowns  upon. 

Senator  Sutherland.  Mr.  Silver  will  come  back  at  any  time. 

The  Chairman.  TTien,  Mr.  Silver,  suppose  you  come  in  to-morroW 
and  file  your  paper.  The  committee  may  want  to  ask  you  some 
questions  about  it. 

(Thereupon,  at  12  o'clock  noon,  the  committee  adjourned  to  meet 
Friday,  August  5,  1921,  at  10.30  o'clock  a.  m.) 

Friday,  August  5,  1921. 

The  committee  met,  pursuant  to  adjournment,  in  room  312,  Senate 
Office  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boies  Penrose  presiding. 

Present :  Senators  Penrose  (chairman) ,  McCumber,  Smoot,  La  FoT- 
lette,  Watson,  McLean,  Calder,  Simmons,  and  Sutherland. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Metz 
•  was  addressing  the  committee  at  the  time  of  adjournment  vesterday. 
He  is  to  conclude  his  remarks  this  morning.  Is  Mr.  Metz  here? 
[After  a  pause.]    Mr.  Metz  does  not  seem  to  be  here. 

Mr.  Choate  is  here  and  will  kindly  address  the  committee  at  this 
time. 

Mr.  Choate.  Has  Mr.  Metz  finished  ? 

The  Chairman.  Mr.  Metz  is  not  here. 

Mr.  Choate.  I  want  to  say  just  a  few  words.  I  shall  take  about 
five  minutes  of  your  time. 

The  Chairman.  If  you  do  not  wish  to  go  on  now  we  will  go  ahead 
with  some  of  these  other  witnesses. 

Mr.  Choate.  I  think  I  might  as  well  go  on  now. 

The  Chairman.  I  wish  to  say  this  morning  that  it  is  very  im- 
portant for  the  witnesses  whose  names  appear  on  this  schedule  to 
remember  that  they  use,  during  the  course  of  their  remarks,  a  great 
many  technical  phrases  with  which  the  stenographers  are  not  familiar 
and  which  are  naturally  difficult  to  understand.    Therefore,  I  sug- 
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Sst  that  the  witnesses  speak  slowly  and  audibly  at  all  times  so  that 
e  stenographers  can  take  their  testimony.  I  hope  that  it  is  fully 
understood  by  everyone,  now  and  hereafter,  who  appears  before  the 
committee,  that  the  committee  is  extremely  anxious  to  have  the  pro- 
ceedings accuratel;^  reported  in  the  language  of  the  witnesses,  and 
with  that  end  in  view  all  witnesses  appearing  before  the  committee 
may  correct  their  manuscripts,  so  that  every  gentleman  who  is  willing 
to  take  the  trouble  to  go  to  the  clerk  to  the  committee  may  get  his 
manuscript  and  correct  the  proof.  He  may  have  all  the  time  he 
wants.  The  committee  will  hold  the  final  print  as  long  as  possible,  in 
order  that  these  very  important,  instructive,  and  interesting  pro- 
ceediUjgs  may  be  embodied  in  permanent  and  accurate  form.  The 
committee  hopes  it  will  have  the  cooperation  of  the  witnesses  and  the 
taxpayers  in  this  matter. 

Now,  Mr.  Choate,  will  you  proceed  ? 

STATEMENT  OF  JOSEPH  H.  CHOATE,  JB.,  BEPBBSENTINQ  THE 

AMERICAN  DYES  INSTITUTK. 

Mr.  Choate.  To  save  the  time  of  the  committee- 


The  Chairman  (interposing).  You  submit  a  brief? 

Mr.  Choate.  Yes,  sir. 

The  Chairman.  Do  you  desire  to  have  this  brief  printed  ? 

Mr.  Choate.  As  to  that,  I  suppose  it  ought  to  form  a  part  of  the 
record,  because  it  is  the  only  comprehensive  statement  to  be  made  on 
our  side  of  the  case. 

The  Chairman.  Does  this  cover  testimony  given  at  the  last  hear- 
ing? 

Mr.  Choate.  It  covers  testimony  given  at  the  last  hearing  and  new 
matter  which  we  desire  to  present  now. 

The  Chairman.  In  your  opinion,  it  is  of  such  character  that  it 
should  be  reprinted  in  this  record  ? 

Mr.  Choate.  I  think  it  should. 

The  Chairman.  The  stenographer  will  embody  it  in  the  record  at 
this  point. 

brief  of  JOSEPH  H.  OHOATE,  JR.,  REFRE8ENTIK0  THE  AKERIOAIT  DYES 

INSTITUTE. 

Adequate  Protection  to  the  Amemcan  Coal-Tar  Chemical  Indurtuy. 

THE  SITUATION. 

The  tariff  bill  as  passed  by  the  House  leaves  the  coal-tar  chemical  Industry 
Tvithout  any  substantial  protection.  The  duties  imposed  of  7  cents  a  pound  nnd 
80  per  cent  on  intermediates  and  7  cents  a  pound  and  85  per  cent  on  dyes  and 
finished  products  are  conceded  to  be  utterly  Incapable  of  enabling  our  new 
industry  to  compete  with  the  Germans. 

The  bill  as  reported  by  the  Ways  and  Means  Committee  contained,  in  addition 
to  the  duties,  provisions  intended  to  furnish  substantial  protection.  These 
excluded  altogether  for  a  period  of  three  years  all  such  coal-tar  products  (other 
than  crudes)  as  were  made  in  the  United  States  in  proper  quantity  and  quality 
and  at  a  fair  price.  Provisions  based  on  similar  principles  had  been  recom- 
mended by  the  Ways  and  Means  Committee,  passed  by  the  House,  and  adopted 
by  this  committee  in  the  last  Congress,  after  hearings  at  which  many  hundreds 
of  pages  of  testimony  were  taken  and  after  consideration  extending  over  many 
months.  The  reports  of  all  three  committees  show  that  each  separately  reached 
the  conclusion  that  the  industry  is  vital  to  our  country  and  that  no  less  drastic 
form  of  protection  would  serve.    The  House,  after  a  debate  which  could  not,  in 
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the  nature  of  things,  cover  adequately  even  the  outstanding  features  of  so 
complex  a  subject,  first  adopted  the  special  protection  paragraphs  and  then 
reversed  itself,  rejecting  them  by  a  vote  of  only  208  to  193.  This  adverse 
majority*  Included  substantially  all  the  Democrats,  so  that  even  in  the  House  the 
measure  commanded  the  support  of  two-thirds  of  the  friends  of  the  protective 
principle. 

We  therefore  desire  to  recapitulate  the  fftcts  which  led  to  the  previous 
decisions  of  the  committees  and  to  urge  that  an  amendment  to  the  tariff  bill  be 
recommended  accordingly — ^preferably  along  the  lines  of  the  bill  reported  by 
this  committee  in  the  last  Congress — ^so  as  to  insure  the  exclusion  from  import 
for  a  substantial  period  of  those  coal-tar  chemicals  which  are  well  and  cheaply 
made  at  home. 

I.  THE  FBOTBOnON  DESDUED. 

The  protection  required  to  sustain  the  industry,  as  was  offered  by  this  com- 
mittee's amended  version  of  the  Longworth  bill  in  the  last  Congress,  is  sub- 
stantially as  follows:  The  importation  (except  in  bond)  of  all  such  inter- 
mediates, dyes,  drugs,  and  other  coal-tar  chemicals  as  are  found  by  an  impartial 
body — e.  g.,  the  Tariff  Commission — to  be  obtainable  in  the  United  States  on 
reasonable  terms  as  to  quality,  price,  and  delivery  should  be  prohibited  for  a 
substantial  period.  This  exclusion,  though  hitherto  recommended  by  the  com- 
mittees for  not  more  than  three  years,  should,  for  reasons  which  will  appear, 
extend  for  at  least  five.  To  prevent  the  Germans  from  making  Impossible 
by  large  present  imports  the  production  here  of  new  products,  the  quantity 
importable  should  be  limited  to  a  six  months'  supply  for  each  consumer.  The 
regulation  by  which  these  results  are  to  be  attained  should  be  as  flexible  as 
possible  and  controllable  by  the  body  which  is  charged  with  their  administration. 

The  rates  were,  of  course,  adopted  as  mere  adjuncts  to  the  protective  pro- 
visions operating  by  way  of  direct  exclusion,  which  have  been  struck  out.  If 
no  direct  protection  of  the  selective  embargo  type  is  ultimately  granted,  such 
rates  are  merely  derisory.  If  the  more  drastic  protection  be  granted  but  lim- 
ited to  any  such  brief  period  as  three  years,  and  the  rates  be  left  at  the  present 
figures,  the  industry  will  be  placed  in  a  peculiarly  difilcult  position.  The 
main  protection  having  lapsed,  they  will  have  to  apply  for  either  a  renewal  or 
increased  rates.  Judging  from  past  experience  either  one  would  be  excessively 
difficult  to  obtain,  however  strong  the  case  presented.  The  proper  reluctance 
of  Congress  to  change  tariff  provisions '  relating  to  single  industries  is  well 
known,  and  based  on  sound  principles.  It  will  be  ruinous  to  the  dye  industry* 
however,  if  low  rates  are  coupled  with  brief  embargo  protection. 

In  practice  the  plan  would  work  out  simply  enough.  The  Tariff  Commis- 
sion would,  after  investigation,  issue,  and  from  time  to  time  revise,  an  im- 
portable list,  enumerating  the  substances,  covered  by  paragraphs  25  and  26, 
found  not  to  be  adequately  manufactured  here.  These  would  be  freely  Im- 
portable by  anyone  up  to  the  limit  of  a  six  months'  supply,  without  license, 
troublesome  formality,  or  the  possibility  of  discrimination.  Any  consumer  who 
could  not  buy  a  product  at  home  could  Import  his  reasonable  requirements  of 
it ;  and  if  the  list  prove  in  any  way  erroneous,  could  secure  its  correction  with- 
out waiting  till  he  needed  the  goods.  The  plan  of  this  "  selective  embargo," 
therefore,  contemplates  that  no  consumer  shall  be  prevented  from  getting  what 
he  needs  or  seriously  delayed  in  getting  it.  It  encourages  Import  of  all  those 
things  which  can  be  imported  without  ill  effect  on  our  Industry.  By  duties 
upon  such  imports  it  provides  substantial  revenues.  It  is  a  temporary  measure 
adapted  to  an  emergency ;  and  it  follows  the  example  of  legislation  to  the  same 
purpose  already  adopted,  after  wide  experience,  by  France,  Great  Britain, 
Italy,  and  probably  Japan,  by  which  our  dyes  as  well  as  those  of  the  Germans 
are,  with  like  limitations,  excluded  from  those  countries. 

It  is  urged  in  opposition  to  our  contention  that  protection  by  even  a  limited 
embargo  is  unheard  of  and  un-American.  In  answer,  we  need  only  point  out 
that  many  instances  of  embargoes  in  existing  legislation  were  cited  by  Senator 
Watson  in  his  speech  in  the  Senate  (Cong.  Rec.,  vol.  59,  pt.  4,  p.  3456)  on 
February  25,  1920. 

II.    WHY  A  NATIVE  DYE  INDUSTRY  IS  NECESSABY. 

A  complete  self-sustaining  domestic  dye  and  coal-tar  chemical  industry  is 
indispensable  to  our  national  prosperity  for  five  compelling  reasons : 


DYES  EMBARGO.  405 

(tt)  $3,000,000,000  worth  a  year  of  American  goods  can  not  be  made  with- 
out its  products. 

(6)  It  alone  can  keep  the  Nation  abreast  of  the  progress  of  science  in  chemi- 
cal warfare,  and  provide  and  keep  available  in  peace  times  an  inexhaustible 
stource  of  explosives  and  poison  gases  needed  for  national  defense. 

(c)  Without  it  no  real  disarmament  is  possible. 

\d)  It  alone  can  insure  due  progress  in  industrial  chemistry. 

(e)  It  alone  can  provide  both  personnel  and  material  needed  for  the  ad- 
vancement of  scientific  and  medical  chemistry. 

Lset  us  take  these  propositions  seriatim. 

(a)  Dyes  are  essential  to  other  manufactures. — ^The  figures  submitted  by  the 
Tariff  Commission  show  at  a  glance  the  enormous  magnitude  of  the  industries 
which  can  not  be  carried  on  without  coal-tar  dyes  and  intermediates.  These 
are  indispensable  for  almost  all  of  the  innumerable  varieties  of  textiles  as  well 
as  for  paints,  varnishes,  papers,  inks,  and  felts.  With  the  exception  of  a  small 
proportion  of  natural  vegetable  dyes,  all  of  the  dyes  used  in  these  Industries 
are  of  coal-tar  origin.  In  addition  to  these  uses,  coal-tar  products  are  equally 
indispensable  to  drug  manufacturers  and  are  the  foundation  of  the  one  great 
chemical  industry  of  purely  American  origin — the  manufacture  of  the  so-called 
condensation  products — like  bakelite,  condensite,  and  redamanol.  At  the  out- 
break of  the  war  all  these  dye-consuming  industries  were,  and  for  a  generation 
had  been,  substantially  dependent  upon  Germany  for  their  supplies  of  coal-tar 
material.  The  small  American  production  of  a  few  colors  was  itself  equally 
dependent  on  German  supplies,  since  it  was  no  more  than  an  assembling  indus- 
try putting  the  finishing  touches  on  intermediates  made  in  Germany.  Hardly  a 
tenth  of  our  needs  could  be  filled  from  any  non-German  source.  The  entire 
prewar  production  of  Switzerland,  the  only  other  considerable  dye-exportinij 
country,  had  it  all  been  available  to  us,  would  not  have  supplies  half  the  quan- 
tity needed,  to  say  nothing  of  the  necessary  variety.  Many  indispensable  col- 
ors could  be  obtained  from  Germany  alone,  and  only  at  such  prices  as  her 
makers  chose  to  ask. 

It  is  self-evident  that  in  this  situation  our  consuming  industries  were  at  the 
mercy  of  the  Germans,  who  were,  in  most  of  the  lines  in  question,  formidable 
competitors.  By  withholding  supplies,  by  raising  prices,  or  by  furnishing  in- 
ferior colors  they  could  at  any  moment  have  dealt  us  a  deadly  blow.  The  need 
for  such  an  attack  had  not  yet  arisen.  Their  consuming  industries  had  not  yet 
reached  the  point  where  they  could  make  a  serious  bid  for  any  such  monopoli- 
zation of  the  world's  markets  as  their  dye  works  had  attained.  But  with  a  few 
years  more  of  peace,  the  time  may  well  come.  Suppose  the  German  textile 
makers  have  10  years  of  unimpeded  Government-aided  progress  in  export  trade. 
Suppose  that  then  they  or  their  Government  intentionally  and  suddenly  bring 
upon  our  textile  makers  a  dye  famine  such  as  was  brought  about  incidentally 
and  gradually  by  the  outbreak  of  the  war.  Where  would  our  textile  industry 
be  in  a  year's  time?  How  could  it  meet,  under  those  conditions,  unrestricted 
German  competition?  To  these  questions  the  Germans  well  know  that  there  is 
but  one  answer.  They  recognized  it  early  in  the  war.  On  March  13,  1915, 
Bemstorff,  in  a  dispatch  to  his  Government,  stated  the  situation  precisely. 
He  said : 

"  Serial  No.  432  of  March  18,  1915.  It  is  reported  to  me  by  HossenJ)elder, 
telegram  No.  4,  that  the  stock  of  dyes  in  this  country  is  so  small  that  by  a 
German  embargo  about  4,000,000  American  workmen  might  be  thrown  out  of 
employment. 

"  Bernstorit." 

(6)  Only  a  complete  dye  industry  can  safeguard  the  national  defense, — The 
World  War  began  as  a  100  per  cent  explos've  war.  It  ended  as  a  55  per  cent 
poison-gas  war.  The  testimony  of  Gen.  Fries  before  this  committee  in  the  last 
Ck>ngress  shows  that  at  the  end  of  the  fighting  55  per  cent  of  all  projectiles  firedi 
contained  poison  gas.  This  trend  toward  chemical  warfare  showed  so  constant 
and  rapid  an  increase  that  it  is  as  certain  as  anything  can  be  that  future  warfare 
will  be  primarily  chemical.  •  Facilities  for  the  manufacture  of  the  necessary  ma- 
terials for  the  conduct  of  such  warfare  are  thus  absolutely  indispensible  to  na- 
tional defense. 

While  it  is  now  universally  known  that  a  complete  dye  works  can  be  almost 
instantly  converted  into  an  explosive  factory  capable  of  producing  unlimited 
quantities  of  almost  any  high  explosive,  it  is  equally  true  but  less  well  known 
that  the  same  factory  can  with  equal  ease  be  converted  to  the  manufacture  of 
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poison  gases.  The  report  of  the  British  commission  which  inspected  the  great 
German  dye  worl&s  ofter  the  armistice  discloses  that  the  Germans  made  every 
ounce  of  their  poison  gases,  with  one  trifling  exception,  in  thcdr  dye  works,  with- 
out having  to  change  the  factories  in  any  substantial  particular.  The  materials, 
the  apparatus,  and  the  men  were  there  ready  to  their  hand.  Their  dye  chemists 
and  dye  workmen,  as  part  of  their  regular  equipment,  had  the  necessary  tech- 
nique, which  could  have  been  found  nowhere  else.  Accordingly,  Germany  was 
instantly  ready,  without  special  preparation  to  provide  itself,  overnight,  with 
all  the  requisite  materials  of  chemical  warfare.  No  other  country  had  any  such 
facilities,  and  accordingly  the  Germans  had  a  start  in  the  race  which  was  almost 
impossible  to  overcome. 

The  provision  of  the  necessary  materials  is,  however,  the  least  important  imrt 
of  chemical  warfare.  In  it,  more  than  in  any  other  form  of  hostilities,  surprise 
is  the  vital  essential.  When  the  Germans  first  let  loose  the  flood  of  chlorine  upon 
the  Canadians  at  Ypres  they  were  within  an  ace  of  flnal  victory,  which  must 
have  been  won  had  they  realized  their  success  or  prepared  for  it  upon  an  ade- 
quate scale.  Nothing  saved  the  Allies  then  but  the  instant  recognition  of  the 
poison,  and  the  provision  within  36  hours  of  improvised  gas  masks.  Chlorine  was 
a  simple  substance,  recognizable  by  any  schoolboy  chemist,  and  neutralizable  with 
equal  ease.  The  next  gas  used,  however,  phosgene,  was  much  more  difficult  both 
to  recognize  and  to  counter,  and  only  the  possession  of  considerable  chemical 
skill  an{l  manufacturing  facilities  enabled  the  Allies  to  escape  defeat  under  the 
impact  of  this  new  attack.  The  same  situation  arose,  in  more  and  more  acute 
form,  with  the  introduction  of  each  new  gas.  It  was  most  striking,  perhaps,  in 
the  case  of  natural  gas,  the  great  defensive  gas  of  the  war.  Gen.  Fries's  t^ti- 
mony  shows  that  it  was  11  months  after  the  introduction  of  this  greatest  of  all 
defensive  gases  before  the  Allies  were  able  to  manufacture  any  of  it  for  use  in 
resisting  German  attacks,  and  that  if  we  had  had  1,000  tons  of  it  in  April,  1918, 
the  great  German  drive  could  have  been  stopped  in  its  tracks.  During  the  11 
months  this  gas  alone  was  responsible  for  300,000  ally  casualties.  The  problem 
of  its  manufacture  was  originally  solved  in  the  little  French  dye  works  of  the 
Usines  De  RhOne,  and  was  finally  perfected  at  Levensteins  dye  works  in  Eng- 
land. If  the  Allies  had  had  possession  of  a  dye  industry  equal  to  Germany's  or 
to  that  of  the  United  States  to-day  this  problem  could  have  been  solved  in  days 
or  weeks,  and  the  11  months'  delay  and  the  300,000  casualties  would  have  been 
saved.  During  this  11  months  we  worked  and  spent  our  tens  of  millions  on  the 
problem,  safely  protected  by  the  armies  -and  navies  rtf  our  allies.  Next  time 
that  protection  may  be  withdrawn. 

It  is,  however,  in  the  matter  of  research  that  the  dye  industry  is  capable 
of  rendering  the  greatest  service  to  the  national  defense.  The  horrible  poisons 
used  in  the  latest  fighting  were  a  mere  beginning;.  Each  side  had  already  de- 
veloped others  much  worse,  now  concealed  and  held  in  reserve.  To  recognize 
and  offset  these  will  require  the  very  liigliest  chemicul  skill.  Any  scientist 
working  with  primitive  apparatus  in  the  smallest  laboratory  may  at  any  mo- 
ment happen  upon  a  gas  which  for  a  time  at  least  may  furnish  an  irresistible 
form  of  attack.  The  dye  chemists  are  constantly  working  and  experimenting 
with  every  possible  product  likely  to  furnish  such  gases.  Chlorine  and  phos- 
gene are  ordinary  materials  of  dye  making,  and  every  known  form  of  poison 
gas,  every  known  antidote,  and  every  known  substance  used  in  gas  masks  is 
within  the  ordinary  field  of  dye  research.  Dye  laboratories  thus  automatically 
keep  abreast  of  the  latest  scientific  knowledge  in  this  field,  and  the  chemists 
trained  in  it  are  not  only  more  certain  than  any  other  scientists  to  be  able  to 
identity  nnd  counter  any  new  substance  which  may  be  introduced  by  an  enemy 
but  are  also  more  likely  than  any  other  to  make  the  discoveries  which  have 
military  value. 

There  can  be  no  substitute  for  this  function  of  the  dye  industry.  The  neces- 
sary pure  scientific  knowledj^e  might  be  provided  at  large  expense  by  special 
Government  institutions,  but  such  Imowledge  would  be  utterly  useless  without 
practical  manufacturing  skill.  Many  of  the  poison  gases  are  so  deadly  that 
to  make  them  without  killing  the  maker  is  a  task  of  considerable  difllculty. 
Many  others  require  large  practical  experience  if  manufacturing  loi?ses  are 
to  be  kept  down  to  a  point  which  makes  real  quantity  production  possible.  N«> 
conceivable  Government  institution  which  could  be  maintained  in  time  of  pea<e 
could  provide  and  keep  in  existence  a  manufacturing  staff  capable  of  solving 
the  problems  which  arise  In  such  manufacture.  It  is  therefore  the  literal 
truth  that  only  the  nation  which  possesses  a  complete  dye  Industry  can  to-day 
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keep  abreast  of  the  progress  of  chemical  warfare  and  place  itself  in  a  position 
to  resist  the  chemical  attack  which  may  be  directed  against  it  by  any  ade- 
quately prepared  enemy. 

(c)  Without  it  no  real  disarmament  ia  possible, — ^At  their  first  introduction 
poison  gases  were  used  without  the  aid  of  artiUo-y  or  any  other  weapon.  The 
chlorine  at  Ypres  was  merely  released  from  compression  cylinders  and  allowed 
to  drift  down  wind  upon  the  enemy.  Although  afterwards  most  of  the  poison 
gases  used  were  fired  In  shells  from  ordinary  artillery,  the  tendency  in  the 
last  of  the  fighting  was  toward  a  purely  independent  ohemical  warfare  utilizing 
no  regular  military  weapon.  Projectors  had  been  devised  which  could  be 
cheaply  made  in  any  tube  works  and  which  would  put  down  oceans  of  gases 
wherever  desired  at  ranges  up  to  a  mile.  This  development  jivas  only  in  its 
lieginning  and  its  possibilities  are  almost  unexplored.  Already,  however,  it  would 
enable  an  otherwise  unarmed  nation  to  place  in  the  field  a  force  which  could  not 
iMissibly  be  resisted  by  any  opponent  not  either  similary  equipped  or  else  armed 
to  the  teeth  with  all  the  resources  of  modern  artillery,  air  craft,  and  machine 
^'un».  The  Germans  still  retain  intact  their  colossal  chemical  industry  with 
all  its  war  expansion.  If  we  destroy  every  gun,  rifle,  machine  gun,  and  tank 
in  (Germany  they  can  still  by  chemical  means  alone  offer  a  formidable  attack. 
By  the  same  token  they  can  enable  the  bolsheviki  to  do  the  like.  So  long 
as  this  is  true  no  nation  which  could  possibly  become  involved  in  hostilities 
with  Germany  can  dream  of  cutting  down  its  own  military  power  to  any 
serious  extent.  We  must  therefore  either  be  ready  for  chemical  warfare  as 
only  a  complete  dye  idustry  can  make  us  ready,  or  abandon  any  idea  that  the 
world  can  safely  disarm.  In  a  disarmed  world  dye-making  nations  will  be 
absolutely  supreme. 

In  the  present  state  of  the  world,  all  this  is  more  important  than  ever  before. 
Armaments  are  going  to  be  reduced.  Expenditures  on  munitions  and  on  the 
means  of  making  munitions  are  going  to  be  cut  far  below  prewar  standards.  Yet 
even  in  the  days  when  peace  groaned  beneath  enormous  armaments  no  nation 
could  have  afforded  to  maintain  in  idleness  at  all  times  plants  capable  of  pro- 
ducing the  quantities  of  explosives  or  gases  needed  in  this  war.  Even  in  those 
days  the  inexhaustible  reservoir  of  munitions  which  her  dye  factories  gave  to 
Germany  was  an  overpowering  advantage.  Think  what  such  an  advantage 
would  mean  in  an  era  of  disarmament,  when  the  maintenaiice  in  peace  of  vast 
munition  plants  would  be  unthinkable.  In  such  a  period  no  nation  which 
lacked  a  dye  industry  could  offer  any  effective  resistance  to  a  sudden  onslaught 
by  a  nation  which  had  one.  If  at  this  time  we  deny  ourselves  a  dye  industry 
we  sow  the  seeds  of  war,  invite  aggression,  and  offer  a  defenseless  front  to  the 
rapacious  instincts  of  the  world.  If  we  allow  Germany  to  regain  her  world 
monopoly  of  dyes  we  offer  her  as  a  free  gift  capacity  for  world  conquest. 

(d)  Only  a  complete  native  dye  industry  can  insure  the  progress  of  industrial 
chemistry. — ^The  making  of  colors  is  the  most  complex  existing  industry.  Over 
050  colors,  each  a  different  chemical  substance,  were  habitually  imported  into 
the  United  States  before  the  war  (Norton  census).  Each  dyestuff  is  produced 
by  a  separate  process,  usually  of  many  operations.  Eisch  operation  produces 
substances  not  desired  in  addition  to  those  which  are  sought.  These  by-products 
in  large  works,  are  simply  innumerable.  The  task  of  ascertaining  their  natures 
and  possible  uses  is  overwhelming.  Only  a  fraction  of  it  has  been  accomplished. 
The  rest  presents  an  unbounded  field  for  the  research  chemist,  whose  work  in 
finding  uses  and  outlets  for  by-products  will  often  determine  the  success  or 
failure  of  the  business.  Moreover,  there  is  an  incessant  demand  for  new  shades, 
and  for  means  of  adapting  old  colors  to  new  fabrics  and  different  processes. 
Here  again  the  research  chemist  is  indispensable.  The  result  is  that  a  com- 
plete dye  industry  provides  a  livelihood  for  many  times  as  many  research  chem- 
ists as  any  other  business,  and  keeps  them  incessantly  busy  acquiring  informa- 
tion which  is  of  use  in  other  industries.  In  a  country  where  dyes  are  made  on 
a  large  scale  the  university  student  with  a  talent  for  research  can  look  forward 
to  a  real  opportunity  in  that  line  and  can  hope  to  make  for  himself  a  real 
career.  Where  there  is  no  such  industry  the  opportunity  is,  by  comparison, 
infinitesimal.  A  real  dye  industry  at  the  same  time  stimulates  the  supply  of 
research  chemists,  whose  training  makes  them  available  in  other  industries,  and 
pours  out  a  never-ending  fiood  of  scientific  information  as  to  the  industrial  pos- 
sibilities of  a  vast  number  of  substances  and  processes. 
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A  limited  dye  industry,  making  only  a,  part  of  the  colors  demanded  by  the 
consumers,  has  no  such  effect.  If  selected  colors  only  are  made,  the  makers  will 
choose  those  which  present  the  fewest  problems  in  the  way  of  the  disposition 
of  imwanted  by-products  and  will  devote  little  work  and  capital  to  the  develop- 
ment of  new  products.  If,  then,  we  could  firmly  establish  our  existing  industry, 
without  providing  for  its  expansion  into  the  making  of  the  whole  line  of  neede<l 
colors  we  should  lose  this,  one  of  the  chief  benefits  which  the  Nation  can  derive 
from  the  industry.  Research  would  instantly  be  reduced  to  a  fraction  of  iti? 
present  activity.    Stagnation  would  set  in.  ^ 

(e)  Only  a  complete  domestic  dye  and  coal  tar  chemical  industry  can  insure 
American  progress  in  soientiflo  and  medical  chemistry. — ^The  research  require- 
ments of  the  dye  business  are  so  vast  that  they  far  transcend  industrial  bounds. 
In  seeking  the  solution  of  the  ordinary  industrial  problems  arising  oat  of  poor 
yields,  defective  results,  or  new  requirements,  the  research  chemist  of  the  dye 
Avorks  is  constantly  led  beyond  the  existing  bounds  of  recorded  scientific  knowl- 
edge. Often  before  he  can  commence  the  task  of  solving  a  particular  industrial 
puzzle  he  is  compelled  to  explore  some  whole  new  realm  of  the  chemical  world. 
As  a  consequence,  the  dye  chemists  are  constantly  delving  into  mines  of  new 
scientific  material.  Accordingly  their  equipment,  both  material  and  intellectaal, 
has  to  be  of  the  best,  so  that  a  great  country  which  makes  its  own  dyes  neces- 
sarily has  laboratories  which,  in  staff,  apparatus,  and  supplies,  surpass  any 
required  in  any  other  branch  •f  human  activity.  The  workers  in  these  labora- 
tories range  far  and  wide  over  the  whole  world  of  organic  chemistry,  and  their 
annual  contribution  of  scientific  data  is  of  incalculable  value. 

This  is  particularly  true  in  medical  chemistry,  that  marvelous  field,  of  which 
the  systematic  exploration,  barely  begun,  has  recently  brought  forth  such  mag- 
nificent first  fruits.  For  untold  centuries  the  medical  profession  has  been  pour- 
ing into  the  human  system  drugs  of  which  next  to  nothing  was  really  known. 
Until  recently  the  difficulty  of  the  subject  was  unknown.  Only  of  late 
years  have  men  of  science  realized  the  terrifying  complexity  of  the  processes 
of  organic  chemistry  which  take  place  within  the  human  body.  No  systematic 
study  of  these,  or  of  the  effect  upon  them  produced  by  chemicals,  was  imaginable 
until  the  world's  knowledge  of  organic  chemistry  had  approached  its  present 
volume.  Now  the  ^beginnings — postponed  perhaps  by  the  immense  results  of 
medical  work  in  the  biological  field,  with  its  serums  and  antitoxins — ^have  been 
fairly  made ;  and  the  greatest  progress  has  been  made  not  only  with  the  aid  of 
the  dye  laboratories  but  actually  In  them.  In  the  laboratory  of  any  great 
German  dye  works,  before  the  war,  it  was  a  common  sight  to  see  dozens  of 
university  chemists,  many  unconnected  with  any  Industry,  at  work  side  by  side 
with  the  industrial  scientists.  The  facilities  of  the  laboratories  could  be  and 
were  put  at  their  disposal  by  the  owners,  without  loss.  Some  of  the  results 
were  startling.  One  of  these  was  Salvarsan  itself.  Ehrlich,  its  discoverer,  con- 
vinced that  arsenic  properly  disseminated  would  kill  the  germs  of  the  cruelest 
scourge  of  humanity,  arrived  at  a  theory  that  arsenic  could  be  so  disseminate<i 
without  injury  to  the  body  by  the  use  of  one  of  a  group  of  possible  compounds 
numbering  many  thousands.  There  was  no  way  to  test  this  theory  except  to 
experiment  with  and  examine  each  possible  compound.  Nowhere  except  in  the 
dye  laboratories  were  the  needful  substances  and  facilities  to  be  found.  The 
laboratories  and  research  staff  of  the  great  Casaella  firm  were  placed  at  his 
disposal,  and  there  the  laborious  process  of  elimination  was  carried  out,  and 
the  amazing  triumph  won. 

Indeed  medical  research  is  an  almost  inevitable  outgrowth  of  a  complete  dye 
business.  Many  of  the  related  products*  show  powerful  therapeutic  effects  and 
a  number  of  them  have  developed  into  useful  remedies.  Any  number  of  other 
by-products,  not  yet  studied  from  this  point  of  view,  may  turn  out  to  be  val- 
uable. Every  such  discovery  is  a  direct  financial  benefit  to  the  business ;  some, 
like  "  aspirin,"  are  more  valuable  commercially  than  any  known  dye.  Again 
the  technique  of  the  dye  laboratories  lends  itself  naturally  to  the  synthesis 
from  coal-tar  materials  of  remedies  ordinarily  derived  from  natural  source*;. 
In  this  way  many  valuable  medicinals  have  been  produced  at  lower  cost  or  of 
better  quality  than  was  previously  possible.  A  notable  example  .is  the  widely 
used  substance  adrenalin,  discovered  in  this  country  and  made  here  at  htgii 
cost  from  the  suprarenal  glands  of  animals.  The  Germans  pre.sently  proceeded 
to  produce  it  synthetically  from  coal-tar  materials.  In  general,  it  is  clear  that 
as  a  stimulus  to  medical  chemistry  there  is  no  substitute  for  a  strong  dye  in- 
dustry. 
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in.   OUR  INDU8TBY,    IF    SAVED    NOW,    WILL    SU¥FICE. 

At  the  outbreak  of  the  war  patriotic  American  business  men,  realizing  the 
consequences  of  a  dye  famine,  threw  themselves  and  many  millions  of  capital 
into  the  breach  and  saved  the  situation.  Tackling  the  appalling  task  of  de- 
veloping under  the  burden  of  war  conditions  the  most  complicated  known 
industry,  they  accomplished  wonders.  The  manufacture  of  crudes  was  so 
vastly*  increased  as  to  place  the  raw  materials  on  a  favorable  basis.  Most 
of  the  most-needed  intermediates  were  soon  produced  and  the  number  of 
finished  colors  constantly  increased.  As  a  result  in  1920  the  industry  produced 
nearly  all  the  requirements  of  the  domestic  market  and  exported  dyes  to  the 
value  of  perhaps  $22,000,000. 

It  is  most  significant,  however,  as  indicative  of  our  inability  to  compete 
with  German  dyes  that  tlie  United  States  Tariff  Ck>mmission,  in  its  Census 
of  Dyes  and  Coal-Tar  Chemicals,  1920,  at  page  14,  states  as  follows : 

"  The  total  exports  of  '  aniline  d^es '  in  19^  was  $22,450,480,  which  was  more 
than  100  per  cent  increase  over  that  of  1919.  *  *  *  In  the  first  four  months 
of  1921  the  export  of  '  aniline  dyes '  showed  a  rapid  decline,  receding  from  a 
value  of  $943,696  in  January  to  $805,760  in  April.  This  represents  a  large 
decrease  from  the  average  monthly  export  of  $1,870,873  In  1920,  and  toa$  un- 
doubtedly chiefly  due  to  the  appearance  of  Oerman  dyes,  either  directly  or 
through  reexport  of  reparation  dyes,  in  the  large  export  markets  of  the  world, 
such  as  China,  India,  and  Japan,**    (Italics  ours.) 

To-day  more  than  300  of  the  nine  hundred-odd  colors  used  in  1913  are  made 
here  and  many  others  are  in  course  of  production.  Production  of  some  of 
the  most  desirable  dyes,  notably  the  very  fast  vat  dyes,  was  delayed  by  the 
German-owned  patents,  which  prevented  their  manufacture  here.  These  vat 
dyes  are  now  being  commercially  produced  in  large  quantity.  Many  of  the  miss- 
ing dyes  are  used  in  such  small  quantities  or  are  so  easily  replaced  by  other 
satisfactory  dyes  that  their  production  has  necessarily  been  postponed.  It 
is  clear,  however,  that  unless  progress  is  checked  the  factories  of  this  country 
should  produce  within  five  years  dyes  capable  of  accomplishing  every  possible 
needed  result  Prices  are  still  high,  but  this  while  the  industry  is  new  is 
probably  inevitable.  Inexperience  frequently  results  in  producing  yields  of 
only  a  fraction  of  what  they  should  be.  The  business  in  this  respect  is  utterly 
different  from  ordinary  mechanical  manufacturing.  A  builder  of  machinest,  a 
maker  of  textiles,  a  paper  manufacturer  buys  his  raw  materials  knowing  that 
he  will  produce  from  them  in  finished  goods  nearly  100  per  cent  of  the  possible 
product.  Even  pieces  spoiled  In  manufacture  are  often,  as  in  the  steel  business, 
as  useful  as  ever  in  the  capacity  of  raw  material.  In  dye  making,  however, 
the  situation  is  utterly  different.  In  each  step  of  the  complicated  processes 
used  chemical  reactions  take  place  which  destroy  the  original  raw  materials, 
replacing  them  with  others,  only  a  few  of  which  are  desired.  Consequently,  the 
consecutive  losses  multiply.  The  proportions  of  the  desired  products  obtaine<l 
at  each  successive  step  vary  enormously  with  the  conditions  and  with  the 
details  of  the  methods  used.  Half  a  dozen  slight  variations  of  process — 
tricks  of  the  trade — may  change  the  yield  from  10  per  cent  of  the  capacity 
of  the  raw  materials  to  60  or  80  per  cent.  In  one  case,  testified  to  by  Mr. 
Klipstein  before  this  committee,  his  yield,  w^hich  after  many  months  of  experi- 
ment had  remained  obstinately  at  10  per  cent,  was  increased  overnight  to  90 
per  cent  by  merely  slowing  down  the  mixing  paddles  in  one  vat  from  65  revolu- 
tions a  minute  to  60.  The  Germans  in  40  years  of  work  forced  their  yields 
up  to  very  high  figures,  but  thelr's  also  began  low.  Our  makers  can  do  the 
same,  but  the  know^ledge  of  how  to  do  it  is  not  to  be  found  in  the  books.  It 
can  be  gained  only  by  experiment,  and  if  the  Nation  wants  such  knowledge  it 
must  give  the  makers  time  In  which  to  gain  the  needed  experience. 

In  the  statistics  submitted  by  the  Tariff  Commission  will  be  found  figures  in- 
dicating the  present  magnitude  of  our  new  American  industry.  These  demon- 
strate, we  submit,  that  it  Is  worth  saving. 

IV.    WHY  THE  INDUSTRY*   NEEDS   AND  DESER^*E8   HELP. 

It  deserves  help  because  the  large  investment  now  locked  up  In  its  plants 
represents  a  bold  and  patriotic  effort  by  many  citizens  to  meet  a  national  emer- 
gency. As  will  appear,  the  risk  they  took  was  so  obvious  and  so  great  that 
many  of  them  must  have  been  actuated  more  by  patriotism  than  by  hope  of 
gain.    It  also  deser\'es  help  because,  though  protected  hitherto  by  the  war  and 
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by  the  present  license  system,  It  has  consistently  rednced  prices  during  the  last 
three  years. 

It  needs  help  because  the  industry  is  up  against  the  most  formidable  and  un- 
scrupulous opponent  and  competitor  in  the  commercial  world.  The  German  in- 
dustry, self-contained,  favored  by  nature  with  materials  as  cheap  as  any,  labor, 
transportation,  and  technical  service,  and  aided  by  the  Government,  has  a  start 
of  40  years  in  the  race — an  incalculable  advantage  in  knowledge  and  technical 
skill.  It  has  always  waged  ruthless  commercial  warfare  by  means  of  destructive 
underselling,  full-line  forcing,  direct  bribery,  and  many  other  corrupt  practlcea. 
Its  plants  are  organzed  on  an  enormous  scale,  several  employing  (even  in  1913) 
each  as  many  men  as  the  largest  three  American  works  together  have  ever  em- 
ployed and  producing  such  quantities  as  satisfied  the  requirements  of  the 
whole  world.  In  November,  1920,  one  German  firm  (the  Badische)  employed 
80,0(X)  men,  or  7,000  more  than  the  largest  number  ever  employed  by  all  our 
works.  In  1916  this  huge  industry,  realizing  its  danger,  consolidated  into  a 
single  gigantic  trust,  organized  avowedly  to  fight  for  the  recovery  of  its  foreign 
markets.  The  assets  of  this  commercial  monstrosity,  figured  from  the  last  avail- 
able Berlin  stock  quotations,  may  be  fairly  valued  at  over  400,000,(XX)  gold  dollars. 
It  is  receiving  all  the  aid  the  new  Grovemment  can  give  it  For  example,  the 
German  ministry  of  industry  has  abolished  the  export  duties  on  aniline  and 
other  coal-tar  dyes,  alizarin  dyes,  and  artificial  indigo.  (See  Dyer  and  Textile 
Review,  issue  of  May  15, 1921.)  Again,  the  German  Government  has  arranged 
to  refund  to  German  dye  exporters  the  26  per  cent  reparation  levy  exacted  by 
the  British  German  reparation  (recovery)  act.  (See  Chemical  Age,  issue  of 
May  28,  1921.)  In  November,  1920.  the  German  trust  formally  complained  to 
the  reparation  commission  that  the  failure  to  withdraw  reparation  dyes  was 
interfering  with  business  by  clogging  their  warehouses.  Since  the  r^mration 
dyes  then  constituted  but  25  per  cent  of  daily  production  it  is  evident  that  the 
trust's  warehouses  were  nearly  full  without  them,  and  that  accordingly  it  has 
large  stocks,  unsaleable  elsewhere,  to  use  in  commercial  warfare  upon  our  in- 
dustry. Unless  miracles  happen  the  trust  will  fight  more  ruthlessly  than  ever. 
Indeed,  it  must.  France,  England,  and  Italy,  determined  to  have  their  own  dye 
industries,  have  elosed  their  doors  to  German  dyes.  An  industry  equipped  to 
supply  the  world  can  not  be  operated  to  supply  only  the  Grerman  market,  and 
still  live.  Is  it  not  as  certain,  then,  as  anything  in  human  experience,  that  the 
Grerman  trust  will  stick  at  nothing  in  its  effort  to  regain  its  great  American 
market,  and  kill  a  competitor  for  the  market 4)f  the  rest  of  the  world?  We  sub- 
mit that  it  is;  and  that  if  the  American  industry  is  left  to  shift  for  itself,  it 
will  be  **  spurlos  versenkt.'* 

The  fact  is,  that  the  attack  has  already  begun,  and  begun  in  a  manner  which 
illustrates  not  only  the  extent  to  which  the  Germans  will  and  can  go  in  price 
cutting  but  the  merciless  extortion  which  the  dye-consuming  Industries  can 
expect  from  them  hereafter  if  our  industry  be  killed.  Take,  for  comparison, 
two  colors  as  classified  in  Norton's  Census,  Ingido  R.  B.  and  Victoria  Blue  B. 
These  were  both  cheap  enough  before  the  war,  the  average  import  prices  for 
1913-14  as  given  by  Norton  being,  respectively,  87A  and  SlA  cents  a  pound. 
In  1920  Indigo  R.  B.  began  to  be  produced  in  this  country.  The  average  import 
price  for  the  calendar  year  1920  thereupon  dropped  to  29  cents,  or  about  three- 
fourths  of  the  prewar  figure.  On  the  other  hand,  for  the  Victoria  Blue  B.  which' 
was  not  made  here  in  sufficient  quantity,  the  average  import  price  for  1920 
rose  to  12.86.  This  is  but  one  of  scores  of  instances  which  show  that  while 
German  prices  on  dyes  which  are  also  made  in  America  may  be  on  an 
average  but  two  or  three  times  the  prewar  figures,  they  are  multiplied  indefi- 
nitely when  relieved  from  American  competition. 

And  our  industry  needs  help  not  only  against  (German  aggression.  The  Swiss 
industry  is  also  a  grave  danger.  The  Swiss,  too,  have  a  start  of  many  years, 
and  the  benefit  of  a  huge  accumulation  of  knowledge.  The  German  commercial 
penetration  of  Switzerland  has  not  ceased.  How  far  its  infiuence  extends  no 
roan  knows;  but  it  will  be  easy  for  the  huge  German  trust  to  form  an  alliance 
with  its  little  neighbor;  or,  failing  that,  to  disguise  its  goods  as  Swiss. 

V.    WHY  NO  OTHER  REMia)T  WILT.  ASBVB. 

Only  three  other  reme<lies  have  been  suggested — a  high  tariff,  antidumping 
laws  with  a  strict  corrupt-practice  act,  and  the  application  of  the  antitrust  law. 

The  tariff  alone  will  not  save  our  industry,  because  the  German  trust  is  at  the 
same  time  too  strong  and  too  desperate.  Though  its  costs,  like  ours,  may  have 
been  increased  by  the  war,  it  can  still  undoubtedly  produce  far  more  cheaply 


DYES  EMBABGO.  411 

than  we,  if  only  because  its  superior  experience,  resulting  in  vastly  greater 
yields,  enables  it  to  make  out  of  any  given  quantity  of  raw  materials,  and  with 
any  given  amount  of  labor,  far  more  dye  than  our  makers  can  now  obtain.  Its 
size  and  compactness  of  combination — impossible  to  our  makers  under  our  anti- 
trust law — ^also  give  it  huge  advantages.  It  can  and  does  avoid  the  immense 
wastes  from  which  we  suffer  in  the  way  of  duplication.  Where  we  waste  ft 
dozen  sets  of  research  and  plant  to  produce  in  as  many  factories  an  intermediate- 
for  which  the  market  can  support  but  one  or  two  makers,  they  confine  the  work 
to  one,  which  gets  assistance  from  all. 

Again,  the  trust's  resources  (conserved  by  profitable  war  work)  are  enormous^ 
It  well  knows  that  it  must  regain  our  market  or  find  other  and  less  profitable 
business  for  a  large  part  of  its  plants.  Clearly,  then,  it  is  in  a  position  where 
it  can  and  must  practically  give  Its  goods  away  for  a  year  or  two  if  thereby 
it  can  kill  off  domestic  competition.  No  matter  what  tariff  is  imposed,  short 
of  a  specific  duty  equal  to  the  price  of  domestic  goods,  the  German  prices  could 
be  cut  as  a  measure  of  wise  business  management  low  enough  to  compel  our 
makers  to  sell  at  a  loss.  Our  industry  is  in  no  position  to  meet  such  competi- 
tion. It  has  no  such  stake  in  invested  capital  to  be  protected  at  any  cost  It 
has  no  such  resources  to  fight  with.  Its  workers  have  recently  been  in  other 
occupations  and  will  not,  therefore,  as  the  Germans  probably  will,  stick  to  an 
endangered  Industry  because  they  have  never  been  in  any  other  and  are  reluctant 
to  begin  life  anew.  It  can  not  at  this  time,  or  until  it  has  had  an  opportunity  to 
gain  experience,  beat  such  an  opponent  by  fair  fighting,  and  it  will  not  adopt 
the  enemy's  methods. 

Most  important  of  all,  there  is  a  simple  method  by  which  the  trust  can 
infallibly  destroy  our  industry  by  the  expenditure  of  at  most  a  few  millions, 
a  sum  which,  regarded  as  insurance  of  its  vast  investment,  must  be  deemed 
nominal.  This  is  the  method  of  selective  attack  by  which  our  makers  may  be 
picked  off  one  by  one.  The  fact  is — ^and  it  Is  obvious  to  the  Germans — that  no 
one  of  the  American  dye  makers  makes  money  except  on  a  few  dyes,  most  of 
which  are  not  produced  in  large  quantity.  The  dyes  which  have  been  recently 
Introduced  (a  class  which  includes  the  great  majority)  are  necessarily  made 
at  a  loss,  owing  to  the  huge  losses  resulting  from  inexperience  and  to  the  ex- 
pense of  continuing  research.  The  great  bulk  dyes  and  almost  all  the  older 
products  are  made  by  so  many  companies  whose  competition  hns  been  so  keen 
that  prices  have  been  forced  below  the  profitable  level — in  the  case  of  the 
greatest,  sulphur  black,  nearly  to  prewar  figures.  Between  these  extremes 
He  the  few  money-making  products,  those  which  by  some  accident  of  process, 
situation,  or  market,  one  maker  makes  better  or  cheaper  than  others.  To  kill 
off  onr  greatest  company  at  all  that  would  be  needed  would  be  to  import  and 
sell  at  whatever  sacrifice  was  necessary  a  year  or  two's  supply  of  its  money- 
making  products.  To  show  hew  small  this  undertaking  would  be  it  is  only 
needful  to  recall  that  a  year's  supply  of  all  dyes  for  the  whole  country — 80,00(> 
tons — ^makes  only  three  shiploads,  and  that  nearly  half  this  annual  consump- 
tion consists  of  two  colors,  indigo  and  sulphur  black,  each  of  which  Is  the 
subject  of  tiie  keenest  competition  among  many  domestic  producers.  It  would 
not  be  necessary  to  attack  in  this  manner  more  than  one  or  two  of  our  pro- 
ducers. If  it  were  once  announced  that  nothing  but  a  tariff  stood  between  them 
and  the  trust,  most  of  our  70  or  80  small  companies  would  go  out  of  business 
forthwith.    One  or  two  demonstrations  would  convince  the  rest. 

It  will  not  do  to  say  that  antidumping  laws  and  corrupt  pract^'ce  acts  will 
prevent  the  underselling  by  which  such  attacks  must  be  carried  on.  Once  the 
dyes  are  In  the  country,  it  will  be  almost  Impossible  to  follow  them.  Secret 
sales  and  secret  rebates  may  be  made  in  a  thousand  ways  which  can  hardly  be 
detected.    The  Germans  have  always  been  past  masters  of  such  tactics. 

As  ai^lied  to  so  complex  an  industry  as  dye  making  antidumping  laws  all 
have  the  same  defect — they  shut  the  door  after  the  horse  is  stolen.  All 
depend  on  ascertainment  of  either  foreign  costs  or  foreign  prices.  Foreign 
dye  costs  are  usually  impossible  of  ascertainment,  because  almost  every  dye 
is  so  Involved  with  valuable  by-products,  which  are  unavoidably  produced 
in  making  it,  that  its  cost  is  matter  of  arbitrary  bookkeeping.  German  dye 
prices,  in  view  of  the  absolute  power  of  the  trust,  can  be  manipulated  at  will. 
Worst  of  all,  the  comparison  with  foreign  prices  can  be  made  impossible 
in  a  thousand  ways  by  disguising  or  really  altering  the  product  so  that  the 
precise  thing  sold,  having  never  before  been  sold  anywhere,  can  have  no 
market  price.  It  is  easy  for  the  German  chemists  to  turn  almost  any  dye 
into  what  is  at  least  apparently  if  not  really  a  new  product  by  additions  or 
slight  alterations  which  do  no  harm.     By  these  methods  the  effect  of  any 
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possible  antidumping  law  may  be  avoided.  But  if  this  were  impossible  bucIi 
laws  would  be  too  slow  to  help.  They  require  proof  before  they  can  be  noade 
to  act,  and  to  get  proof  out  of  the  German  dye  works  will  be  the  work  of  year& 

Finally,  antidumping  laws  would  fall  to  afford  the  necessary  protection. 
because  their  only  effect  is  a  relatively  small  increase  of  duty.  This  would 
merely  increase  by  a  comparatively  small  amount  the  cost  of  the  selective 
attacks  by  which  our  Industry  could  and  would  be  destroyed.  No  such  small 
and  contingent  extra  expense  could  possibly  stop  or  delay  the  German  trust 
in  its  fight  for  life.  If  our  industry  Is  to  have  no  better  shield  than  such 
legislation  it  may  well  be  killed  bfeore  ever  the  protection  becomes  available. 

The  same  may  be  said  of  the  antitrust  law.  To  prove  that  particular  goods 
are  the  product  of  the  trust  can  be  made  infinitely  diflicult,  and  we  can  trust 
the  trust  to  do  it.    Till  such  proof  is  produced  the  law  will  not  operate. 

VI.  THE  BILL  AS  B£POBTED  TO  THE  SENATE  BY  THIS  COMMITTEE  IN    1920  AS   A   SUB 
STITUTB    FOB     H.     B.     8078     FUBNISHE8    THE     NECESSABY     PBOTBCTION     WITHOUT 
DAMAGINQ  ANYONE. 

If  continued  for  a  longer  period  and  aiuendetl  so  as  to  exclude  from  import 
those  dyes  not  now  made  here  which  are  of  no  value  except  as  mere  substitute? 
for  satisfactory  domestic  products,  the  plan  aB  embodied  In  the  Finance  Com- 
mittee's substitute  bill  of  1920  will  obviously  do  the  work.  Carefully  admin- 
istered, it  can  certainly  save  our  new  industry.  The  only  question,  then, 
if  we  assume  that  the  Industry  ought  to  be  saved,  Is,  what  harm  the  proposed 
legislation  could  do. 

We  submit  that  it  can  harm  no  one.  Under  it  every  consumer  can  import 
whatever  he  really  needs  and  can  not  otherwise  get.  If  his  foreign  competitors 
gain  an  advantage  by  getting  any  particular  German  dyes  he  can  be  given  the 
same  advantage.    The  system  is  flexible. 

Much  was  said  by  the  opponents  of  special  protection,  particularly  when  a 
license  system  like  the  British  was  under  discussion,  to  the  effect  that  it 
would  prevent  the  textile  maker  from  knowing  beforehand  what  dyes  he 
could  get,  and  thus  cripple  his  business  by  making  It  impossible  for  him  to 
send  out  samples  and  take  orders  months  beforehand.  This  committee's  sub- 
stitute bill,  by  abandoning  the  license  system,  obviated  this  objection,  but  the 
fear  has  now  been  demonstrated  to  have  been  baseless.  Under  the  existing 
temporary  license  system  now  enforced  by  the  Treasury  Department  the  dyes 
not  obtainable  in  the  United  States  are  procured  by  the  consuming  industries, 
so  that  the  seasonal  sales  of  goods  are  proceeding  as  before  the  war. 

VII.  IF  WE  DO  NOT  ADOPT  SOME  SUCH  DIBECT-EXCLUSION  MEASUBE  WE  SHALL  BE  LEFT 
ALONE  TO  FIGHT  NOT  ONLY  THE  GEBMAN  TBUST  BUT  ALSO  THE  INDUSTRIES  OF 
THE  ALLIES. 

England  and  Frnnce  have  protected  their  new  industries  by  stringent  license 
systems.  Italy,  after  watx^hlng  the  results,  has  just  adopted  a  similar  law. 
Each  is  developing  as  fast  as  possible,  mostly  with  the  aid  of  direct  Government 
subsidies,  her  own  dye  industry.  Each  now  excludes  our  dyes  except  as  im- 
peratively needed.  '  Each  will  naturally  seek  an  export  market,  at  tJie  same 
time  keeping  up  the  bars  against  our  products.  Are  we,  then,  to  "  hold  the 
bag"?  Are  we  to  let  in  British,  French,  and  Italian  dyes,  as  well  as  German, 
though  those  nations  keep  ours  out?  That  Is  an  arrangement  which  seems  to 
have  no  legitimate  appeal  either  to  the  patriotic  or  the  economic  sense.  We 
may  not  value  British,  French,  and  Italian  precedent  as  an  example,  but  we 
must  value  It  as  a  warning. 

From  every  point  of  view,  then,  a  direct  exclusion  or  seloctive  embargo  law 
suggests  itself  as  the  inevitable  answer  to  the  pending  question.  It  is  the  one 
safe,  certain  remedy  which  will  insure  to  the  country  tlie  permanence  of  the 
Industry  on  which  more,  perhaps,  than  on  any  other  single  branch  of  human 
activity,  our  economic  and  scientific  progress  and  our  national  security  depend. 

VIII.  BEPLY  TO  OBJECTOBS. 

Since  the  hearings  before  this  committee  In  the  last  Congress,  the  main  attack 
upon  the  proposed  protective  measure  has  taken  the  form  of  unmeasured  de- 
nunciation (unaccompanied  by  any  suggestion  of  proof)  of  the  American  dye 
makers  as  monopolists  and  members  of  a  trust.  It  is  submlttjed  that  the  facts 
disclosed  in  the  Tariff  Commission's  census  for  1920  (Tariff  Information  Series 
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No.  23)  dispose  of  this  accusation  once  for  all.  These  show  that  whereas 
in  1913  we  had  4  or  5  dye-making  coni^erns  we  now  have  82,  while  the  makers 
of  coal  tar  and  organic  chemicnis,  generally,  have  increased  to  171.  Among 
these  there  is  no  Interlocking  of  stjock  ownership,  or  of  directorates,  as  will  be 
fihown  by  a  statement  signed  by  60  or  more  of  the  smaller  makers  showing  their 
entire  independence,  and  that  they  have  not  encountered  any  American  monop- 
oly. The  fact  that  competition  is  keen  and  earnest  is  demonstJ*ated  by  the  tables 
appearing  at  page  33  of  the  census  above  referred  to.  These  show  that  92  per 
cent  of  the  American  dye  production  in  1920  consisted  of  dyes  made  by  three  or 
more  firms,  while  more  than  50  per  cent  of  the  production  consisted  of  35  colors, 
each  of  which  was  made  by  seven  or  more  firms.  No  trust  or  monopoly  outside 
of  Bedlam  exercising  any  control  over  an  Industry  ever  permitted  or  would 
permit  such  competitive  duplication  as  that.  The  whole  cry  of  an  American 
monopoly  is  pure  mytJi,  the  last  desperate  resort  of  those  who  realize  that  in 
fair  argument  their  case  is  hopelessly  weak. 

At  the  hearings  before  .the  committees  of  the  last  Congress  every  witness 
who  appeared  in  opposition  to  the  bill  was  apparently  in  agreement  on  two 
propositions:  First,  that  the  dye  industry  ought  to  be  protected;  second,  that 
any  increase  in  the  cost  of  dyes  which  might  be  occasioned  by  such  protection 
would  be  of  no  consequence  to  anyone,  because  the  cost  of  dyestufts  forms  so 
sniaU  a  proportion  of  the  cost  of  finished  goods.  The  opponents  were  also  sub- 
stantially imanimous  in  asserting  that  even  the  then  American  production  of 
dyes  was  entirely  satisfactory  for  the  bulk  of  their  requirements  and  that  they 
needed  only  a  comparatively  small  number  of  dyes  for  special  purposes  and 
needed  these  only  to  meet  the  competition  of  foreign  goods  which  might  there- 
after come  into  the  country  dyed  with  dyes  not  then  obtainable  in  the  Unite<l 
States.  Since  the  hearings  the  number  of  imported  dyes  needed  has  been  ma- 
terially reduced  by  the  introduction  of  new  domestic  products,  including  several 
of  the  important  vat  dyes  which  were  then  the  missing  colors  most  urgently 
needed.  Except  the  importers,  no  one  appears  to  have  suggested  that  the  ex- 
clusion from  import,  for  a  time,  of  all  those  dyes  now  made  here  in  perfectly 
satisfactory  qunlity  and  quantity  would  injure  the  business  of  any  consumer. 
The  argument  of  the  objectors  was  devoted  to  two  propositions:  First,  that  a 
high  tariff  would  furnish  all  protection  needed,  and,  second,  that  any  additional 
protection  was  dangerous  to  the  consuming  industries.  For  the  convenience  of 
the  committee  we  may  summarize  these  arguments  and  our  replies  as  follows : 

1.  As  to  the  autficieiicy  of  protection  hy  tariff. — ^The  opponents  of  the  various 
direct-exclusion  measures  assert: 

(a)  That  in  the  manufacture  of  the  dyes  which  constitute  80  per  cent  of  the 
present  American  production  our  manufacture  is  so  far  advanced  that  a  tariff 
would  protect. 

The  testimony  before  this  committee  shows  that  this  Is  wholly  untrue,  because 
the  manufacture  of  the  well-established  dyes  can  not  in  many  cases  be  profitably 
carried  on  unless  other  dyes  produced  as  by-products  can  be  disposed  of  to 
advantage.  No  witness  who  had  any  familiarity  with  the  manufacture  of  dyes 
gave  any  support  to  the  proposition.  The  idea  that  a  tariff  would  protect  most 
American  dyes  is  based  on  the  rapid  reduction  in  price  of  certain  bulk  American 
products  which  has  taken  place.  This,  however,  has  been  brought  about  by 
domestic  competition.  It  is  reasoned  by  the  objectors,  nevertheless,  that  be- 
<'ause  sulphur  black,  for  instance,  is  sold  at  prices  with  which  the  Germans 
would  probably  find  it  comparatively  unprofitable  to  compete,  this  product  could 
he  protected  by  a  duty.  The  fact  is,  however,  that  sulphur  black  is  cheap 
because  of  a  large  competitive  domestic  production  which  has  resulted  in  sales 
below  the  costs  of  some  manufacturers.  The  fact  is  that  no  American  dye  maker 
I'ould  sell  any  of  the  bulk  products  in  question  at  anything  approaching  his  pres- 
ent prices  if  he  were  not  able  also  to  sell  at  higher  prices  other  products  the 
production  of  which  is  facilitated  by  the  manufacture  of  the  bulk  products. 
The  dye  industry,  in  fact,  is  single,  and  can  not  be  treated  as  If  it  were  a 
collection  of  separate  industries,  one  for  each  product  manufactured.  The 
products  are  hopelessly  interlocked.  If  the  makers'  market  for  even  a  few 
r>roducts  be  cut  off  it  will  inevitably  render  impossible  the  economical  manufac- 
ture of  many  others.  A  tariff,  therefore,  apparently  capable  of  equalizing  the 
present  American  and  German  prices  for  many  products  would  utterly  fall  be- 
cause the  withdrawal  of  a  market  for  other  products  not  capable  of  protection 
by  such  duties  would  make  Impijssible  the  production  at  present  costs  of  the 
products  in  which  the  greatest  manufacturing  advance  has  been  effecte<l. 
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More  Important  than  all  this,  however,  is  the  certainty  that  a  tariff  could 
not  possibly  protect  the  products  new  to  American  production  which  are  Just 
coming  on  the  market,  and  those  which  will  later  follow  in  natural  sequence. 
Unless  we  develop  these  dyes  now  lacking  in  our  American  manufacture  our 
industry  will  not  only  be  stagnant  and  lifeless  but  will  lose  its  chief  value  to  the 
country.  A  stationary  industry  requires  little  research,  and  one  which  can  not 
fill  all  the  wants  of  the  consumer  Is  at  the  mercy  of  any  foreign  industry  which 
can. 

(6)  That  until  now  our  dye  makers  always  said  a  moderate  tariff  would 
protect  their  industry  and  that  those  who  said  this  do  not  now  deny  It. 

The  statements  referred  to  were  made  before  congressional  committees,  in  the 
1916  and  earlier  tariff  hearings,  by  dye  makers  who  knew  nothing  of  a  real 
dye  manufacturing  industry  but  only  understood  the  small  assembling  indus- 
try which  was  all  we  had  in  this  country  up  to  1915.  Moreover,  is  it  not 
true  that  none  of  the  manufacturers  who  formerly  said  a  tariff  would  do  the 
work  have  since  denied  it?  Dr.  Jayne  and  Dr.  Matthews,  two  members  of  the 
1916  committee,  appeared  before  the  House  committee  in  favor  of  this  bill  and 
they  only  refrained  from  testifying  before  the  Senate  committee  in  deference 
to  the  chairman's  request  that  testimony  be  not  duplicated. 

(c)  That  since  the  dye  makers  told  the  1916  committee  that  a  tariff  would 
do,  the  changes  in  the  situation  have  been  favorable  to  the  American  and 
unfavorable  to  the  German  industry. 

One  change  unfavorable  to  the  American  dye  industry  has  taken  place,  the 
importance  of  which  outweighs  all  other  variations  In  the  situation.  The 
formation  of  the  single  German  trust,  and  the  doubling  of  its  capital,  by  the 
sale  for  cash,  of  new  stock,  have  produced  an  enemy  to  the  American  industry 
more  formidable  than  any  which  confronted  it,  and  the  desperate  plight  to 
which  this  gigantic  German  kartel  has  been  driven  by  the  adoption  of  the 
license  plan  in  Great  Britain,  France,  and  Italy  makes  certain  a  ferocity  of 
competition  which  the  American  industry  in  1916  could  never  have  foreseen. 

(d)  That  American  dye  makers  have  made  large  profits  and  that,  therefore,, 
they  are  in  a  position  to  survive. 

Under  the  total  embargo  brought  about  by  the  war,  only  a  few  companies 
have  made  profits  at  all,  and  such  were  going  concerns  in  1914  and  were  able 
to  begin  real  manufacture  at  any  early  date.  These,  by  risking  large  capital 
investments,  which  would  have  been  worthless  had  the  war  ended  abruptly, 
were  able  to  supply  the  bulk  needs  of  the  simpler  colors  and  thus  save  the 
consuming  industries  of  the  United  States.  It  may  be  true  that  they  have  been 
able  already  to  write  off  the  greater  part  of  their  plant  expenditure.  This* 
however,  is  necessarily  normal  practice  for  concerns  engaged  in  dye  making. 
The  obsolescence  of  plant  is  so  rapid,  and  rebuilding  is  so  frequently  required, 
that  unless  a  plant  can  be  written  off  or  at  least  written  down  with  reasonable 
promptness,  the  business  can  not  be  established  on  a  sound  basis. 

(e)  That  our  exports  of  dyes  show  that  our  industry  Is  beyond  the  infant 
stage. 

These  exports  show  only  the  universal  shortage  of  such  products  in  the  whole 
world  outside  of  Germany.  We  have  been  the  only  country  which,  during  the 
war,  has  had  time  and  money  to  devote  to  this  industry.  The  rest  of  the  world 
which  had  to  have  dyes  could  find  no  surplus  of  any  non-<7erman  dye  any- 
where except  in  the  United  States.  Unfortunately,  however,  these  exports  have 
now,  with  the  revival  of  German  export,  taken  an  abrupt  and  ominous  drop, 
as  heretofore  shown  by  the  report  of  the  Tariff  Commission. 

if)  That  in  addition  to  tariff  the  industry  has  or  will  have  other  forms  of 
protection : 

(1)  The  Chemical  Foundation:  The  protection  offered  by  the  Chemical 
Foundation's  patents  Is  purely  future  and  doubtful  at  that.  Less  than  10 
per  cent  of  the  dyes  imported  before  1914  were  covered  by  the  patents.  These 
patents  are  expiring  rapidly,  so  that  only  a  fraction  of  those  covered  In  1914 
are  still  covered.  Moreover,  ownership  of  the  patents  will  not  prevent  Importa- 
tion. It  will  merely  give  a  right  to  collect  royalties  after  the  Imported  patented 
articles  are  sold  In  this  country.  With  this  very  limited  protection  the  native 
industry,  unless  saved  by  legislation,  will  be  destroyed. 

(2)  Reparation  commission:  It  is  constantly  asserted  that  the  reparation 
commission  under  the  Versailles  treaty  controls  the  situation  and  protects  the 
American  industry,  yet  all  that  the  reparation  commission  controls  is  50  per 
cent  of  the  stock  of  German  dyes  available  when  the  treaty  became  effective 
(long  since  distributed)  and  25  per  cent  of  new  pro<luctlon  during  five  years^ 
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The  remainiDg  75  per  ceut  of  the  present  German  production  are  absolutely  free 
and  can  be  used  by  the  Germans  as  they  see  fit.  The  reparation  dyes  will 
perhaps  take  care  of  the  real  needs  of  other  countries  and  most  of  ours ;  the 
balance,  except  the  small  fraction  needed  for  Germany  (perhaps  10  per  cent 
of  her  normal  production),  is  available  for  commercial  warfare. 

2.  As  to  the  alleged  dangers  of  the  proposed  special  protection. — Its  opponents 
condemn  the  plan  because — 

(a)  It  is  said  the  commission  could  not  determine  whether  the  quality  of 
American  dyes  was  good  enough  without  proceedings  amounting  to  a  litigation. 

The  difficulty  of  tliis  question  is  enormously  exaggerated.  Each  dye  (except 
mixtures)  is  a  definite  chemical  substance — as  definite  as  common  table  salt. 
This  is  true,  although  the  exact  chemical  constitution  of  some  Is  not  precisely 
known.  The  maker  either  succeds  in  producing  this  particular  substance  or 
he  does  not  If  he  produces  It  and  turns  it  out  in  reasonable  purity  and  proper 
strength,  it  can  not  help  doing  the  same  work  as  the  same  substance  produced 
anywhere  by  anyone.  Accordingly,  if  a  given  dye  is  really  produced  here  it 
can  not  help  fulfilling  ever}'  purpose  which  the  similar  Grerman  dye  can  fulfill. 
The  question  as  to  whether  the  American  dye  is  good  enough  is  thus  not  an 
ordinary  question  of  quality,  largely  matter  of  opinion,  but  a  question  of 
identity  or  purity.  The  Tariff  Commission  as  a  practical  matter  would  only 
have  to  ascertain  whether  the  American  dye  was  the  same  substance  as  its 
German  prototype  and  whether  it  was  equally  pure.  These  are  questions  of 
fact  for  a  chemist  leaving  little  room  for  argument 

(&)  It  is  said  that  the  plan  forms  a  bad  precedent  for  future  legislation 
designed  to  protect  American  industries.  • 

The  purpose  of  the  Congress  is  certainly  to  protect  adequately  the  American 
organic  chemical  industry,  of  overwhelming  national  importance  as  It  is. 
Much  as  we  may  dislike  to  exhibit  our  national  shortcomings  in  trade  or  in 
Industry,  we  have  no  complete  organic  chemical  industry  in  the  United  States, 
and  are  just  beginning  to  develop  one.  That  such  an  industry  is  absolutely 
necessary  and  is  confronted  with  most  dangerous  foreign  competition  all  seem 
to  admit  The  fact  is  no  other  substantial  industry  is  so  young  in  America. 
In  1914  there  were  not  10  completely  trained  organic  chemists  in  the  country 
and  not  500  workmen  or  fonmien  who  could  perform  the  simplest  opera- 
tions in  an  industry  of  such  infinite  complications  as  the  organic  chem- 
ical industry.  Experience  and  education  and  not  money  alone  can  overcome 
these  deficiencies.  With  the  complex  nature  of  production  in  the  organic 
chemical  industry  and  the  ability  of  the  foreign  manufacturer  to  distribute 
his  extremely  low^  costs  over  a  range  of  products  not  yet  manufactured  in 
America  it  is  easy  to  see  that  tariff  rates  alone  will  not  keep  the  great  German 
monopoly  from  destructive  competition  with  our  products.  To-day  our  industry 
is  slowly  building  up,  and  with  such  beneficial  legislation  as  may  be  devised  for 
its  protection  nmst  do  battle  with  foreign  competition.  Such  an  extraordinary 
condition  requires  an  extraordinary  form  of  protection. 

(c)  It  is  said  that  the  consumers  will  be  seriously  injured  if  BrUish  and 
French  goods  dyed  with  German  dyes  come  In  while  the  makers  of  our  goods 
can  not  get  them. 

Of  course  they  would ;  but  the  whole  theory  of  the  proposed  measures  is  to 
permit — indeed,  compel — the  admission  of  every  German  dye  which  excels  the 
native  product.  The  danger  is  therefore  remote.  The  fear,  however,  proceeds 
on  the  curious  assumption  that  the  Tariff  Commission  in  administering  the 
plan  would  not  do  its  duty.  If,  as  commanded  by  each  of  the  three  measures 
which  have  been  reported  out,  it  makes  admissible  everything  unobtainable  in 
this  country  In  proper  quality,  etc.,  the  danger  can  never  arise.  If  the  plan  is 
an  impediment  at  all,  It  is. one  from  which  the  British  and  French  textile 
m^ers  will  suffer  also,  and  they  are  more  dependent  upon  specialities  requiring 
particular  high-grade  colors  than  are  we,  and  their  legislation  compels  them 
to  rely  chiefly  on  their  domestic  dye  industries,  which  are  far  less  advanced 
than  ours. 

It  must  be  noted  that  the  fear  of  German  textiles  dyed  with  German  dyes 
is  no  argument  against  the  measures.  Under  her  reparation  burden  Germany 
must  export  to  live.  Her  textile  industry  is  capable  of  many  times  as  large 
exports  as  can  possibly  be  made  of  dyes.  If  any  particular  German  dyes  can 
give  German  textiles  such  a  superiority  as  to  enable  them  to  outsell  our  goods 
in  any  market — here  or  abroad — ^we  shall  never  get  an  ounce  of  those  dyes, 
whatever  our  legislation. 

When  all  detailed  arguments  are  made  and  answered,  however,  the  commit- 
tee, we  believe,  will  find  itself  driven  back  to  first  principles.    With  the  testi- 
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mony  and  documents  before  it,  it  is  in  betteV  position  than  either  dye  makers 
or  textile  makers  to  decide  what  is  good  for  the  country  and  for  them.  The 
considerations  which  should  govern  the  final  decision  are,  we  submit,  these : 

First.  Now,  and  now  only,  can  we  secure  a  real  dye  industry.  While  the 
Germans  retain  their  present  advantages,  and  the  power  and  necessities  of  the 
great  trust  compel  that  attack  which  we  deem  inevitable,  their  commercial 
warfare  will  instantly  kill  our  Industry  unless  whatever  protection  is  provided 
is  truly  efficient.  Once  killed  it  could  never  be  revived.  If  it  be  not  saved  now 
and  promoted  as  well  as  protected,  American  capital  will  never  again  go  Into 
It,  and  a  world  monopoly  will  be  handed  back  to  Germany  for  all  time.  The 
fact  that  we  can  now,  through  the  reparation  commission,  force  delivery  of 
such  German  dyes  as  are  really  essential,  makes  this  the  psychological  moment. 
At  any  time  when  the  Kartel  can  exercise  pressure  by  refusing  supplies  of 
necessary  dyes,  It  can,  until  our  industry  is  complete,  and  able  to  supply  or 
replace  those  dyes,  destroy  it  at  once. 

Second.  Since  it  is  certain  that  there  will  never  be  another  opportunity  to 
provide  the  United  States  with  a  real  dye  Industry,  It  Is  the  duty  of  Con- 
gress, If  It  believes  such  an  industry  to  be  essential,  to  take  no  chances.  The 
stake  is  too  great  for  any  gamble ;  and  to  adopt  any  method  of  protection  with 
doubt  as  to  its  efficacy  is  to  gamble  with  an  interest  vital  to  the  whole  country. 
According  to  the  overwhelming  weight  of  the  testimony,  we  submit,  no  tariff 
practically  enactable  can  furnish  the  protection  needed.  The  evidence  of  the 
opponents  of  the  bill,  even  taken  alone,  would  only  show  that  a  high  enough 
tariff  might  protect.  They  urge  adoption  of  a  method  which  even  they  can 
not  deny  to  be  of  doubtful  efficacy.  In  this  matter,  then,  the  counry  Is  like  a 
man  walking  on  a  railroad  track,  who,  as  he  comes  near  a  trestle,  sees  a  train 
coming.  He  thinks  the  train  is  probably  not  coming  fast  enough  to  catjch 
him  before  he  gets  over  that  part  of  the  trestle  which  offers  no  place  of  safety, 
but  if  he  has  any  wisdom  at  all  he  will  not  stake  his  life  on  his  guess.  He 
will  take  the  safety  path  provided  for  him  beside  the  trestle,  so  that  no 
matter  whether  he  has  guessed  right  or  wrong  he  will  pass  on  unharmed. 

Third.  Only  the  complete  protection  and  efficient  promotion  of  our  dye  Indus- 
try can  Insure  the  safety  of  the  textile  makers  themselves.  As  long  as  the  Ger- 
man industry  is  In  one  single  hand,  and  that  hand  at  the  disposal  of  its  Gov- 
ernment, it  can  and  wlll*be  used  to  further  any  national  ambition.  In  1915 
Germany  sought  by  an  embargo  to  starve  our  textile  men  Into  forcing  our  Gov- 
ernment to  take  a  hostile  attitude  toward  Great  Britain.  The  plot  nearly  suc- 
ceeded. It  failed  chiefly  because,  having  no  foreign  competition  during  the 
war.  our  dye  consumers  never  felt  the  full  pressure  Intended.  What  was  done 
In  1915  to  force  the  hand  of  Britain  can  be  done  at  any  time  unless  we  have 
a  dye  industry  to  destroy  our  textile  industries  for  the  benefit  of  their  Ger- 
man competitors.  See  how  the  mere  possibility  of  being  delayed  In  getting 
a  few  relatively  unimportant  colors  which  competitors  may  have,  alarms  the 
textile  makers.  The  German  agents  have  had  only  to  suggest  such  a  possi- 
bility to  -create  opposition  to  tariff  bills  In  the  past  and  to  the  various  special 
protection  bills  In  the  present.  Only  the  existence  of  our  dye  industry  to-day 
stands  between  our  dyeconsumlng  industries  and  complete  German  domina- 
tion. The  dye  makers  of  America  have  saved  the  business  of  the  dye  con- 
sumers. If  they  could  not  get  American  dyes  our  textile  men  would  have  to 
take  German  dyes  on  any  terms  which  might  be  Imposed ;  or  the  Germans  might 
wlthohld  their  best  dyes  altogether  and  seek  that  export  trade,  which  they 
must  have,  in  the  larger  field  of  textiles.  The  committee  can  see  this,  as  per- 
haps the  manufacturer,  with  his  outlook  narrowed  by  nearness  to  the  diffi- 
culties of  his  task,  can  not. 

Fourth.  If  capital  Is  to  be  attracted  Into  and  kept  In  the  dye  Idnustry  the 
necessary  special  protection  must  be  assured  for  a  period  long  enough  to  ii^r- 
mlt  the  development  of  most  of  the  missing  dyes.  The  testimony  leaves  no  real 
doubt  that  three  years  is  wholly  Inadequate.  Moreover,  a  longer  period  need 
alarm  no  one.  If  the  law  works,  the  industry,  stimulated  by  Immediate  capi- 
tal additions,  will  expand  so  fast  that  nearly  all  the  dyes  will  be  made  within 
a  comparatively  short  time,  in  which  case  few  imports  will  be  needed  or  de- 
sired. If  it  doesn't  work,  It  will  create  a  weight  of  textile  opposition  which 
will  result  In  prompt  repeal. 

No  matter  what  Congress  does,  the  textile  makers  are  certain  to  have  their 
supply  of  dyes  subject  to  some  outside  control.  If  Congress  does  not  enact 
this  or  some  equally  effective  selective  embargo,  they  will  be  subject  to  license 
issued  or  withheld  at  will  by  one  man,  the  head  of  the  German  Dye  Trust. 
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Except  for  the  reparation  commission  supplies,  which  may  be  wholly  insufficient 
on  the  most  important  products,  not  one  ounce  of  Qerman  dye  can  be  bought 
by  any  American  without  the  permission  of  the  German  trust*  Give  them, 
by  refusing  necessary  protection,  hope  of  reestablishing  German  domination  of 
our  markets,  and  they  will  use  this  power  relentlessly  to  further  the  trust's 
purposes.  Show  tliem  by  granting  wliat  is  neeiled,  that  Germany  is  never  again 
to  be  given  control,  an4  they  will  have  no  motive  to  refuse  any  reasonable 
offers  of  purchase. 

(The  foregoing  wa^s  submitted  by  Mr.  Joseph  H.  Choate,  jr.,  repre- 
senting the  American  Dyes  Institute,  of  which  the  following  com- 
panies are  members:) 

Althouse  Chemical  Co.,  Reading,  Pa. 

American  Aniline  Products  (Inc.),  80  Fifth  Avenue,  New  York. 
American  Vat  Color  Co.,  3223  South  Western  Boulevard,  Chicago. 
Atlas  Color  Works  ( Inc. ) ,  322  Ninth  Street,  Brooklyn,  N.  Y. 
Barrett  Co.,  17  Battery  Place,  New  York. 
Butterworth-Judson  Corporation,  61  Broadway,  New  York. 
Catco  Chemical  Co.,  Bound  Brook,  N.  J. 

Certili3d  Chemical  Corporation,  246  Plymouth  Street,  Brooklyn,  N.  Y. 
Chemical  Co.  of  America,  46  Murray  Street,  New  York. 
Commonwealth  Chemical  Corporation,  15  Park  Row,  New  York. 
Consolidated  Color  &  Chemical  Co.,  122  Hudson  Street,  New  York  City. 
Dicks,  David  Co.  (Inc.),  19  North  Moore  Street,  New  York  City. 
Dow  Chemical  Co.,  Midland,  Mich. 
Du  Pont  de  Nemours  &  Co.,  E.  I.,  Wihnington,  Del. 
Dye  Products  &  Chemical  Co.,  2(X)  Fifth  Avenue.  New  York  City. 
Essex  Aniline  Works  (Inc.),  86  Broad  Street,  Boston,  Mass. 
Gaskill  Chemical  Corporation,  157  Spencer  Street,  Brooklyn,  N.  Y. 
Grasseli  Chemical  Co.,  Cleveland,  Ohio. 
Heller  &  Merz  Co.,  Newark,  N.  J. 
Holland  Aniline  (Jo.,  Holland,  Mich. 
Holllday-Kemp  Co.,  Woodslde,  Long  Island,  N.  Y. 
Hydrocarbon  Chemical  Products  Co.,  Lancaster,  Pa. 
Koppers  Co.,  Union  Arcade,  Pittsburgh,  Pa. 
Merrimac  Chemical  Co.,  148  State  Street,  Boston,  Mass.    . 
Monsanto  Chemical  Works,  St.  Louis,  Mo. 
Morrill  Co.,  Geo.  H.,  Norwood,  Mass. 
.     National  Aniline  &  Chemical  Co.,  21  Burling  Slip,  New  York  City. 
Naugatuck  Chemical  Co.,  Naugatuck,  Conn. 
Newport  Chemical  Works  (Inc.),  Passaic,  N.  J. 
Peerless  Color  Co.,  Bound  Brook,  N.  J. 
Sherwin-Williams  Co.,  Cleveland,  Ohio. 
Tower  Manufacturing  Co.,  326  Broadway,  New  York. 
Transatlantic  dOiemical  Corporation,  Linden,  N.  J. 
United  States  Color  &  Chemical  Co.,  93  Broad  Street,  Boston,  Mass. 

(Companies  which  are  not  members  of  the  Aiherican  Dyes  Insti- 
tute and  which  are  represented  by  Mr.  Choate  include  the  following:) 

Amalgamated  Dyestuff  &  CJhemical  Works,  Newark,  N.  J. 
Beaver  Manufacturing  Co.,  Ballardsvale,  Mass. 
Croton  Color  &  Chemical  Co.,  New  York,  N.  Y. 
CampheU  &  Co.,  John,  New  York,  N.  Y. 
Noil  Chemical  &  Color  Co.,  New  York,  N.  Y. 
Raritan  Aniline  Works,  Brunswick,  N.  J. 
Republic  Color  &  Chenftical  Works,  Reading.  Pa. 
S^del  Manufacturing  Co.,  Jersey  City,  N.  J. 

Mr.  Choate.  It  is  our  understanding  that  this  brief  is  concurred 
in  by  others  with  whom  we  have  not  had  an  opportunity  to  get  in 
touch  directly,  and  that  I  should  present  their  views  briefly  to  the 
committee  this  morning. 

I  wish  at  the  beginning  of  my  remarks  to  say  a  few  words  with 
reference  to  the  testimony  of  Mr.  Metz  given  yesterday. 
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Mr.  Metz  presents  matters  in  such  an  attractive  manner,  with  such 
a  flood  of  words  and  such  evident  knowledge,  that  the  impression 
which  he  makes  at  the  time  one  hears  him  is  always  very  striking, 
but  it  was  surprising  to  me,  on  reading  his  testimony  last  nigjht,  to 
find  how  little  had  actually  been  said  tnat  bore  upon  the  question  at 
issue.  I  think  it  is  fairly  accurate  to  say  that  once  his  testimony  is 
analyzed  there  is  nothing  left  except  the  statement  of  his  opinion. 

He  says  that  the  American  industry  can  be  protected  by  a  tariff 
because,  in  the  first  place,  certain  plants  have  already  been  amor- 
tized as  the  result  of  the  profits  made  in  this  business. 

When  you  heard  that  statement  you  probably  thought  it  referred 
to  all  the  plants.  However,  when  you  read  it  you  fina  it  refers  only 
to  those  few  that  were  practically  in  his  own  situation.- 

Mr.  Metz  was  one  of  the  four  manufacturers  before  the  war.  Of 
course,  they  did  have  a  magnificent  opportunity.  The  dye  famine 
during  the  early  part  of  the  war  may  well  have  enabled  them  to 
make  profits  which  were  large  enough  to  write  off  their  plants. 
However,  that  has  no  relation  to  those  who  built  new  plants  to 
make  difficult  dyes  during  the  last  four  years.  They  have  had  no 
opportunity  to  make  large  profits,  because  the  products  have  been 
new  and  their  expenses  have  been  enormous,  and  they  have  had  to 
build  their  plants  and  to  carry  on  their  research  work  at  a  time 
when  the  cost  of  everything  was  enormously  high- 
Other  manufacturers  will  testify  before  you  and  will  ^ive  you 
their  first-hand  knowledge  of  the  (onditioh  of  the  dye  industry 
in  this  respect. 

I  believe  that  my  statement  will  not  be  challenged  when  I  say 
to  you  that,  except  for  those  who  made  dyes  before  the  war,  no 
dye  maker  in  this  country  has  had  a  chance  to  amortize  anything. 

Mr.  Metz  says  that  the  dyes  not  yet  made  in  this  country,  and  par- 
ticularly some  of  the  vat  djres,  will  never  be  made  in  this  country, 
because  there  is  not  a  sufficient  supply  of  anthracene.  The  Tariff 
Commission  census  for  1920  takes  care  of  that.  In  their  report  of 
1920  you  will  find  the  fact  stated  that  a  shortage  of  anthracene  had 
become  relatively  unimportant,  because  it  is  used  chiefly  in  making 
the  intermediate  anthraquinone,  which  is  now  made  synthetically— 
in  fact,  by  more  than  one  process — from  other  substances. 

Mr.  Metz  gave  no  figures  anywhere  as  to  the  manufacture  of  dyes 
which  woula  support  his  contention  that  the  industry  can  survive  in 
this  country  when  protected  only  by  an  ordinary  tariff.  He  laid 
great  stress,  however,  upon  the  manufacture  of  salvarsan.  As  to 
that,  I  would  like  to  have  the  committee  remember  that  he  told  you 
that  salvarsan  was  a  product  in  making  which  no  by-products  were 
produced.  That  sort  of  manufacture  in  relatively  simple  when  com- 
pared with  the  enormous  complications  of  dye  making,  involving  a 
great  many  by-products,  which  are  really  the  key  to  the  situation. 

Mr.  Metz  has  had  five  or  six  years  in  the  manufacture  of  his  spe- 
cialty, to  which  he  has  devoted  not  only  large  sums  of  money  tor 
plants,  but  an  immense  previous  experience. 

It  has  also  appeared  m  earlier  investigations  that  at  one  time  he 
sent  a  brother  abroad  to  get  experience  and  advice  from  Germany* 
so  that  his  success  with  his  particular  product  forms  no  basis  for 
reasoning  in  regard  to  the  possibilities  in  the  manufacture  of  dyes. 
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It  is  true  that  he  did  reduce  the  price  from  $2.25  to  27  cents.  That 
shows  the  remarkable  effect  of  the  competition  to  which  he  was  sub- 
jected, and  it  also  shows  that  the  prewar  price  in  our  market  of  a 
conmiodity  on  which  the  Germans  had  a  monopoly  was  probably 
excessive. 

Mr.  Metz  says  that  dye  plants  are  no  more  fitted  for  the  manufac- 
ture of  explosives  than  are  breweries.  Notice  that  he  does  not  say 
that  they  are  not  fitted  for  makinir  poison  ^as.  He  does  not  attempt  to 
contradict  Gen.  Fries  on  that.  He  says  the  only  dye  plants  good  for 
war  purposes  are  those  which  include  nitrating  plants.  All  con- 
siderable dye  plants  have  nitrating  plants,  and  a  very  large  propor- 
tion of  the  dyes  that  are  made  re(]^uire  nitrating  sooner  or  later. 
He  says  there  are  only  eight  plants  in  the  country  that  nitrate.  In 
that  connection  permit  me  to  say  that  one  of  the  witnesses  to  be  heard 
later  will  show  the  existence  of  at  least  13  plants  which  nitrate. 

Mr.  Metz  says,  ^^  I  am  not  afraid  of  the  Germans." 

Senator  McCumber.  He  says  what?    * 

Mr.  Choate.  He  says  he  is  not  afraid  of  the  Germans.  Why 
should  he  be?  Just  before  that  he  had  said,  ^^  I  am  a  representative 
of  the  great  Hoechet  concern. 

Mr.  Metz.  I  said  that  I  represented  them.  I  said  that  I  was  not 
a  representative  of  anyone  to-day. 

Mr.  Choate.  "  I  represent "  was  the  phrase  you  used. 

Mr.  Metz.  I  be^  your  pardon;  I  said  I  did  represent. 

Mr.  Choate.  Well,  it  is  hardly  worth  discussing ;  but  I  think  I  am 
right. 

At  all  events,  Mr.  Metz  will  not  contradict  me  when  I  say  that  he  is 
now  advertising  their  product  on  a  considerable  scale. 

Mr.  Metz.  I  am  advertising  only  such 

Mr.  Choate  (interposing).  You  are  insertii^  full-page  ads  that 
carry  the  suggestion  that  the  product  of  the  Uerman  trust  can  be 
bought  throu^  you. 

Mr.  Metz.  Certainly,  and  I  am  glad  of  the  chance. 

Mr.  Choate.  Now,  tnen,  he  tells  you  in  one  breath  that  the  Ger- 
mans are  not  making  dyes  and  that  the  market  is  liable  to  be  flooded 
at  any  moment  by  the  German  reparation  dyes  coming  from  Eng- 
land, France,  and  even 

Senator  Smoot.  Did  he  say  they  were  not  making  any  dyes  ? 

Mr.  Choate.  That  is  an  exaggeration,  Senator.  He  says  'Hhey 
have  not  got  the  dyes."  As  to  that  question,  he  is  contradicted  by 
the  figures. 

Senator  Watson.  That  they  had  converted  the  dye  industry  into 
other  things. 

Mr.  Choate.  As  to  their  production,  they  are  required  by  the 
treaty,  under  the  reparation  clause,  to  deliver  25  per  cent  of  the  dyes 
whicn  they  make — of  their  daily  production  I  mean — to  the  Allies. 
There  is  no  check  on  this  report.  There  is  no  way  to  find  out  whether 
they  are  telling  the  truth  or  not.  They  have  an  enormous  interest 
in  not  telling  the  truth,  and  from  what  we  know  of  the  Germans  we 
are  justified  in  believing  that  they  would  not  tell  the  truth  under  such 
conditions. 

They  are  not  rec^uired  to  report  intermediates  at  all,  so  that  at  any 
moment  the  situation  may  be  that  they  have  piled  up  great  quanti- 
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ties  of  intermediates  that  are  almost  dyes  and  are  ready  to  flood  the 
market  with  dyes  thus  produced. 

The  Tariff  Commission's  report  will  show  that  in  1920 — and  during 
the  first  part  of  that  year  they  manufactured  very  little — they  made 
103^000,000  pounds  of  dyes. 

J^ow,  as  to  the  question  of  what  they  have  got  on  hand,  I  have 
said  that  I  can  give  you  first-hand  information.  I  was  in  Paris  work- 
ing with  the  Reparations  Commission  in  November,  1920.  The  Ger- 
man trusts  made  an  ofGcial  complaint  to  the  Reparations  Commission^ 
which  you  will  find  in  their  files,  to  the  effect  that  the  Allies  were  not 
taking  away  the  reparation  dyes  and  that  as  a  consequence  their 
warehouses  were  clogged  with  goods. 

Of  course,  the  gentlemen  know  that  since  November  and  Decem- 
ber, 1920,  the  dye  business  has  been  pretty  slack :  that  there  has  been 
remarkably  little  opportunity  to  sell  dyes;  and  you  know  as  well 
that  since  that  time  the  English  embargo  has  gone  into  effect.  Ac- 
cordingly, it  is  as  sure  as  anything  can  be  that  if  the  warehouses 
were  clpg^ed  with  dyes  in  November  and  December,  they  are  clogged 
now,  and  if  they  are  clogged  it  means  that  they  have  large  supplies 
which  they  can  not  sell,  and  that  if  they  can  not  sell  them  they  have 
dyes  that  they  can  give  away. 

Senator  Smoot.  So  you  mean  to  say  that  Germany  produced  only 
103,000^)00  pounds  of  dyes  during  the  year? 

Mr.  Choate.  They  admit  no  more  than  103,000,000  pounds.  That 
is  the  statement  they  made  to  the  Reparations  Commission. 

Senator  Smoot.  That  is  only  61,500  tons. 

Mr.  Choate.  Yes ;  that  is  about  two-fifths  of  the  usual  production. 

Senator  Smoot.  They  were  producing  just  before  the  war  broke 
out  about  160,000  tons. 

Mr.  Choate.  One  hundred  and  fifty  thousand  tons,  perhaps. 

Senator  Smoot.  They  exported  136,000  tons  of  coal-tar  dyes  alone 

Mr.  Choate.  Of  course,  Senator  Smoot,  we  must  remember  that  the 
production  in  the  early  part  of  1920  was  very  small. 

Now,  a  word  as  to  the  situation  of  those  German  works.  In  Novem- 
ber, 1920,  Capt.  Norris,  the  head  of  the  dye  section  of  the  Repara- 
tions Commission,  who  happens  to  be  an  American,  made  a  trip  to 
the  German  dye  works  and  inspected  them.  The  Badische  works, 
which  before  the  war  were  about  the  largest,  and  which  before  the 
war  employed  11,000  men,  employed  in  1919,  at  the  time  they  adver- 
tised the  fact  in  order  to  secure  new  capital,  16,000  men. 

The  chief  director  of  the  Badische  Co.  in  November,  1920,  told 
Capt.  Norris,  who  reported  it  to  the  commission  immediately  after- 
wards, that  they  were  then  employing  30,000  men  outside  of  the  air 
nitrogen  works,  which  is  one  of  their  main  undertakings. 

Mr.  Jacoby,  a  representative  of  the  State  Department,  went  to 
the  German  factories  in  March,  1921,  and  made  the  same  report.  He 
also  inspected  their  factories  and  found  them  very  active. 

Senator  Calder.  Does  vour  information  indicate  that  thev  were 
manufacturing  dves? 

Mr.  Choate.  Yes :  I  am  coming  to  that. 

Senator  Smoot.  Were  you  there  in  1920? 

Mr.  Choate.  In  France  in  the  autumn  of  1920 — October,  Novem- 
ber, and  December. 

Senator  Smoot.  How  many  were  emploj^ed  there  at  that  time? 
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Mr.  Choate.  Thirty  thousand.  That  was  in  the  Badische  Works 
alone,  one  of  the  Big  Six.  As  compared  with  that,  we  have  never 
employed  more  than  24,000  men  in  our  whole  dye  industry. 

Senator  Smoot.  Before  the  war  the  number  was  11,000? 

Mr.  Choatb.  Eleven  thousand. 

Senator  Smoot.  Before  the  war  Germany  was  producing  150,000 
tons,  and,  if  I  remember  the  figures,  the  Badische  Works  were  manu- 
facturing about  one-quarter  of  all  that  was  manufactured  in  Ger- 
many. 

Mr.  Choate.  I  think  that  is  so.  Senator. 

Senator  Smoot.  It  was  either  one-fourth  or  one-third.  I  forget 
the  exact  percentage. 

Mr.  Choate.  Yes. 

Senator  Smoot.  Therefore,  they  are  producing  less  in  1920  and 
have  three  times  the  number  of  employees. 

Mr.  Choate.  They  are  admitting  less  production.  I  do  not  say 
they  are  producing  less,  because  I  do  not  teiow  what  the  present  pro- 
duction is.  It  is  unfair  to  take  the  total  of  1920  and  to  attempt  to 
derive  any  accurate  average  from  that.  However,  it  is  quite  con- 
ceivable that  they  are  not  producing  anything  like  capacity  and 
that  they  are  doing  so  without  diminishing  their  force,  because  it  is 
probablv  good  poficy  to  keep  their  force  employed  and  contented, 
but  I  think  that  any  concern  that  can  afford  to  keep  30,000  men 
employed  for  the  sake  of  keeping  the  organization  together  is  un- 
doubtedly in  good  condition. 

As  to  the  statement  Mr.  Metz  made  to  the  effect  that  the  new  plants 
were  not  dye  plants,  all  I  can  say  is  that  in  the  same  expedition,  in 
November,  1920,  Capt.  Norris  was  shown  at  the  Badische  works  a 
very  large  new  indanthrene  plant.  The  indanthrene  dyes  are  the  vat 
dyes  of  the  Badische  Co.  and  are  the  most  important  of  all.  That 
indanthrene  plant  was  not  then  completed  but  was  still  under  con- 
struction. It  was  almost  complete.  So  we  know  that  that  great 
company  has  built  at  least  one  new  dye  plant. 

So,  when  we  really  come  down  to  a  final  analysis,  we  have  nothing 
more  than  an  opinion.  That  opinion,  it  is  true,  is  expressed  by  a 
man  whose  ability  is  conceded,  whose  knowledge  is  conceded,  if  you 
like,  but  by  a  man  who  has  been  for  years  the  representative  of  a 
German  trust,  a  supporter  of  the  German  trust,  who  is  now  pushing 
the  sale  of  German  dyes  in  this  country.  He  has  spent  two  years  in 
fighting  this  legislation  bitterly,  and  he  quite  obviously  hopes  to  ob- 
tain a  greater  profit  from  the  importation  of  German  dyes  than  from 
domestic  manufacture. 

Senator  Simmons.  How  has  he  befen  doing  it  ? 

Mr.  Choate.  By  making  speeches. 

Senator  Simmons.  What  is  his  name  ? 

Mr.  Choate.  Oh,  Mr.  Metz. 

Senator  Simmons.  Oh,  I  thought  you  were  talking  about  a  German. 

Mr.  Choate.  I  am  not  sure.  Senator,  that  your  misapprehension 
was  not  quite  natural. 

Senator  Simmons.  He  is  an  American  citizen. 

Mr.  Choate.  I  might  say  that  Mr.  Metz  appeared  upon  the  floor  of 
the  House  at  the  time  this  bill  was  voted  on. 

Senator  Watson.  Mr.  Choate,  menwho  are  opposed  to  the  embargo 
get  themselves  into  a  frame  of  mind  where  they  are  willing  to  be- 
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lieve  that  Germany  is  not  making  dyes,  while  the  men  who  are  in 
favor  of  an  embargo  get  themselves  into  a  frame  of  mind  where  they 
are  willing  to  believe  that  unless  we  enact  some  le^lation  soon  Ger- 
many will  flood  us  with  dyes  in  30  days  and.  thereby  destroy  the  dye 
industry  in  America.  Why  do  you  not  get  down  to  facts  and  tell  us 
whether  the  American  industry  can  be  saved  in  the  absence  of  an  em- 
bargo and  whether  or  not  the  American  valuation  plus  a  certain  rate 
will  protect  the  American  industry  ? 

Mr.  Choate.  My  view  is  that  you  can  not  be  sure  to  save  the  in- 
dustry except  by  an  embargo. 

Senator  Watson.  Then  tell  us  why. 

Mr.  Choate.  Because  of  the  colossal  advantages  which  the  Ger- 
mans have. 

Senator  Smoot.  Let  us  get  at  this. 

The  Chairman.  What  advantages  have  they? 

Mr.  Choate.  I  would  like  to  be  heard  on  that. 

Senator  Smoot.  Let  me  ask  you  a  few  questions,  and  then  you  may 
direct  vour  remarks  to  those  questions.  Is  it  not  true  that  staple 
dyes — I  shall  not  enumerate  them,  because  you  know  them  as  well  as 
I  do — amount  in  dollars  and  cents  to  80  per  cent  of  all  the  dyes  that 
are  manufactured  in  this  country  or  in  the  world? 

Mr.  Choate.  I  do  not  know  about  the  world.  I  think  it  is  true 
of  this  country. 

Senator  Smoot.  Well,  then,  this  country,  because  those  are  the 
dyes  that  we  use.  Of  course  as  to  the  bulk  of  them  it  is  a  great  deal 
more  than  80  per  cent.  With  respect  to  those  dyes,  don't  you  think 
that  we  can  put  a  duty  upon  the  80  per  cent  and  not  an  exceedingly 
high  duty,  either,  that  will  take  care  of  them? 

Mr.  Choate.  I  think  if  those  dyes  were  unrelated  products,  un- 
connected with  the  manufacture  of  other  dyes,  you  could  unques- 
tionably protect  them. 

Senator  Smoot.  Let  me  refer  to  the  exact  conditions  under  which 
they  are  made  to-day.  Considering  the  way  you  are  making  them, 
the'  way  Germany  is  making  them,  the  cost  in  this  country  and  the 
cost  01  making  them  under  German  conditions  to-day,  don't  you 
l)elieve  that  with  the  American  valuation  and  a  percentage  everyone 
can  bejprotected? 

Mr.  Choate.  I  do  not  think  so,  and  I  will  tell  you  why.  It  is  a 
rather  complicated  story,  and  I  shall  have  .to  go  into  it  at  some 
length.  It  is  in  my  brief,  but  I  think  it  may  be  advantageous  to 
state  it  now. 

The  difficulty  is  that  the  manufacture  of  every  one  of  these  dyes 
is  tied  up  with  other  dyes.  I  think  that,  with  one  or  two  exceptions, 
there  is  not  one  of  the  staple  dyes  in  whicli  economical  manuracture 
does  not  involve  the  manufacture  of  a  whole  chain  of  other  dyes. 

Senator  Smoot.  But  they  are  not  included  in  the  20  per  cent  I 
am  speaking  of. 

Mr.  Choait.  I  know  they  are  not.  Senator.  The  point  is  this: 
When  you  make  dye  "A,"  that  has,  say,  8  children  in  the  shape 
of  related  dves  naturally  made  with  the  parent  product,  and  unless 
you  make  tfie  8  children  and  sell  theip  at  satisfactory  prices,  you 
can  not  make  a  low  price  on  dye  A.  Now,  the  Germans  make  dye  A, 
And  with  it  not  only  its  8  children,  but  also  perhaps  its  108  grand- 
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children.  They  make  money  on  the  children  and  on  all  the  grand- 
children, and  sometimes  the  grandchildren  are  products  in  the  way 
of  drugs  or  perfumes  that  seU  for  $5  a  pound,  or  even  $5  an  ounce. 
Unless  and  until  we  make  the  children  and  the  grandchildren  and 
sell  them  at  remunerative  prices  we  can  not  set  as  low  a  price  for 
even  the  parent  product  as  the  fellow  who  makes  the  family.  There 
are  many  concrete  instances  of  that,  but  I  do  not  know  that  it  is 
necessary  to  go  into  it  further. 

The  other  reason  why  these  staples  can  not  be  protected  by  a  duty 
is  this :  There  is  an  immense  margin  of  difference  in  the  costs.  It 
is  impossible  to  state  accurately  how  much  because  of  the  relation 
which  the  by-product  bears  to  the  problem.  The  labor  cost,  how- 
ever ,Js  shown  by  the  Tariff  Commission  to  be  five  times  as  great  in 
this  country  as  abroad. 

Senator  Smoot.  Let  us  not  get  off  this  matter. 

Mr.  Choatb.  I  am  going  straight  to  the  point. 

Senator  McCumber.  I  think  the  witness  ought  to  be  allowed  to. 
answer  your  question.  You  asked  him  this  and  he  is  attempting  to 
answer. 

Senator  Smoot.  But  he  was  g^etting  off  the  main  issue.  ^ 

Mr.  Choatb.  I  think  not,  Senator.  First,  we  start  with  the  fact 
that  there  is  a  discrepancy  in  costs.  I  can  not  give  the  exact  figures. 
In  some  cases  given  dyes  cost  less  than  nothing  because  they  are  by- 
products of  something  else. 

Senator  Simmons.  If  it  costs  nothing  over  there,  it  costs  nothing 
over  here;  isn't  that  true? 

Mr.  Choate,  If  we  also  make  tlie  thing  of  which  it  is  a  by-product. 

In  the  second  place,  there  is  this  colossal  difference  in  experience. 
Of  course,  that  difference,  as  you  all  kiiow,  is  less  in  the  staple  dye 
than  it  is  in  the  others.  With  regard  to  those  dyes  which  we  have 
been  making  for  four  or  five  years,  we  probably  get  almost  as  large 
yields  from  our  raw  materials  as  they  do.  As  to  those  dyes  of  which 
the  children  and  grandchildren  are  new,  we  get  in  these  subsidiary 
and  related  products  almost  no  yields  at  all  compared  to  theirs,  so 
that  we  lose  from  one-quarter  to  one-half  of  our  materials  and  labor, 
and  therefore  we  start  this  situation  with  an  immense  and,  in  the 
nature  of  things,  indefinite  margin  of  cost  against  the  American 
producer.  Of  course,  if  that  were  all  there  were  to  it,  you  could  pro- 
tect the  industry  by  a  tariff  if  you  made  it  high  enough.  But  that 
is  not  all  of  it.  The  difficulty  is  this,  that  we  have  as  the  main  com- 
petitor against  our  industry  the  colossal  German  trust,  thb  unscnip- 
olous  monster,  that  we  all  know  about. 

Senator  Simmoks.  I  understand  that  that  unscrupulous  trust  be- 
fore the  war  sold  us  dyes  at  a  rather  cheap  rate. 

Mr.  Choatb.  They  sold  us  dyes  for  what  they  thought  the  traffic 
would  bear.  The  single  trust  was  only  formed  in  1916.  Before  that 
time 

Senator  Simmons.  They  sold  them  for  about  one-third  of  what 
they  are  now  being  sold  for. 

Mr.  Choatb.  Certainly,  but  the  trust  was  only  formed  in  1916, 
when  importation  was  no  longer  possible. 

Senator  Simmoks.  However,  they  had  an  absolute  monopoly,  it  has 
been  contended. 
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Mr.  Choate.  But  they  could  not  send  a  pound  of  dyes  into  this 
country  in  1916  when  the  I.  G.  was  formed.  Before  that  they  had 
an  absolute  monopoly  in  the  sense  that  Germany  supplied  the  world, 
but  their  industry  was  not  unified.  It  was  made  up  of  two  groups, 
the  one  consisting  of  Bayer,  Badische,  and  Berlin,  and  the  other  con- 
sisting of  Hoechet,  Cassella,  and  Kalle. 

Senator  Simmons,  They  seem  to  be  more  fortunate  with  their 
trusts  than  we  are  over  here. 

Mr.  Choatb.  They  had  two  trusts  fighting  each  other,  and  that  is 
what  kept  the  prices  down.  The  present  single  trust  has  got  to  get 
back  the  world's  market.  It  is  shut  out  of  France,  England,  and 
Italy.  It  is,  I  hope,  shut  out  of  Japan.  I  do  not  know.  There  are 
but  three  great  markets  left — China,  South  America,  and  the  great 
market  of  the  world,  the  United  States. 

Behind  that  trust  must  be  the  German  Government,  because  in 
the  recovery  of  world  supremacy  in  organic  chemicals  lies  the  only 
hope  of  the  restoration  of  the  military  strength  of  Germany.  There 
is  there  a  motive  so  colossal,  so  all-important,  that  it  would  drive 
any  of  you  gentlemen,  if  you  were  in  charge  of  the  German  institu- 
tion, to  the  greatest  lengths  which  your  conscience  would  permit  in 
trying  to  recover  this  market ;  and  I  might  say  that  the  length  to 
which  the  conscience  of  the  German  trust  would  permit  it  to  go  has 
never  been  measured.  It  is  impossible  to  deny  that  that  trust  is 
determined  on  reconquering  our  market. 

The  Chairman.  I  want  to  say  for  myself,  as  one  member  of  the 
committee,  that  this  horrible  nightmare  does  not  intimidate  me  a  bit. 

Mr.  Choatb.  I  admire  your  courage.  Senator. 

The  Chairman.  I  do  not  have  any  courage.  I  am  naturally  a  timid 
Quaker,  but  these  lurid  pictures  absolutely  fall  off  me  in  a  harmless 
way. 

Senator  MoLban.  They  fell  off  in  1915  and  we  were  all  timid 
Quakers  in  1915  and  1916.  We  had  made  no  preparation,  and  I  think 
that  some  of  us  regret  that  we  were  not  better  prepared  at  that  time. 

Senator  Octhtis.  If  you  will  read  the  official  returns  of  what  that 
outfit  did  with  the  profits  made  on  dyestuffs  you  will  be  amazed. 

Mr.  Choate.  I  must  say  that  I  do  not  see  how  anybody  can  read 
the  hearings  taken  before  the  committee  last  year  and  retain  the 
courage  wfiich  the  Senator  has  shown. 

Now,  if  I  may  continue,  I  would  like  to  say  that,  working  with 
this  tremendous  motive  back  of  them  and  their  immense  resources, 
this  trust  can  kill  or  destroy  our  industry  by  the  method  of  se- 
lective attack.  This  is  not  a  nightmare,  this  is  not  a  pipe  dream. 
It  is  a  simple,  inevitable  fact. 

No  American  dye  maker  makes  money  on  his  whole  line  of  prod- 
ucts, not  even  Mr.  Metz.  He  makes  a  number  of  things,  because  he 
has  to  make  them  in  making  other  things. 

Senator  Watson.  What  about  full-line  forcing? 

Mr.  Choate.  I  am  coming  to  that. 

He  makes  these  other  things  with  the  hope  of  making  money 
later  if  he  can  beat  his  competitors  to  it.  But,  on  his  staples  for  the 
most  part,  competition  has  been  so  fierce  and  the  price  has  been 
brought  down  so  low  that  their  manufacture  is  not  profitable. 

The  tariff  commission  tells  you  that  52  per  cent  of  the  total  ton- 
nage of  dyes  made  in  this  country  consists  of  dyes  made  by  seven  or 
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more  makers.  As  to  other  dyes  there  is  a  still  greater  number  of 
makers.  So  that  there  is  immense  competition  in  these  products 
and  there  is  no  money  to  be  made  from  them.  At  the  ouier  end 
of  the  scale  thei*e  are  some  200  dyes  each  which  is  made  by  one 
maker  alone.  These  are  mostly  new,  and  with  regard  to  these  new 
dyes  the  inexperience  is  so  great  and  the  manufacturing  losses  are 
so  tremendous  that  the  makers  can  not  hope  to  make  money.  The 
result  is  that  they  make  money  on  two  or  three  dyes  in  between  the 
two  extremes.  The  Germans  are  past  masters  in  this  industry. 
They  know  what  those  new  few  profitable  dyes  are.  All  that  is 
necessary  for  them  to  do  to  destroy  any  one  manufacturer  is  to  im- 
port a  year's  supply  of  his  profitable  specialties  into  America  and 
give  them  away.  No  antidumping  regulation  and  possibly  nothing 
else  that  can  l>e  devised  will  stop  such  practices  in  time  to  do  any 
good. 

If  you  have  read  this  record  vou  have  seen  how  easily  it  can  be 
done.  Once  the  dyes  are  here  tney  can  be  given  away  and  no  one 
will  be  the  wiser.  It  will  be  absolutely  impossible  to  stop  this  by 
any  corrupt  practice  act,  because  the  importisition  will  appear  to  be 
a  real  sale  at  a  fair  price.  And  so  I  say  that  if  we  had  only  fair 
competition  from  an  equal  opponent  to  meet  vou  could  perhaps  meet 
the  difference  in  cost  on  these  staples^  considered  by  themselves,  b}' 
a  tariff,  but  I  also  say  that  you  can  not  meet  the  selective  attack  on 
these  particular  staples,  altnough  they  are  our  strongest  products, 
when  that  selective  attack  is  carried  out  by  an  opponent  such  as  the 
German  trusts 

Senator  Smoot.  I  do  not  know  that  it  is  necessary  to  go  into  this 
question  any  further  than  to  state  this,  that  80  per  cent  of  the  dyes 
in  the  world  are  staple  articles,  and  that  out  of  that  80  per  cent  of 
the  dyes,  taking  blues,  blacks,  browns,  and  the  synthetic  colors,  the 
by-products  would  not  amount  to  more  than  7.5  per  cent  of  the  80 
per  cent.  ' 

Mr.  Choate.  In  value  or  in  quantity  ? 

Senator  Smoot.  It  would  not  oe  in  quantity. 

Mr.  Choate.  No  ;  not  in  quantity. 

Senator  Smoot.  I  am  taking  the  staples.  Grant  that  it  is  10  per 
cent;  I  am  perfectly  willing  to  grant  you  15  per  cent,  if  you  wish  it. 
Then  you  can  say  15  per  cent  of  the  80  per  cent,  and  that  is  12  per 
cent  of  the  whole  amount.  Now,  you  can  not  convince  me  that  with 
the  American  valuation  and  a  duty  placed  upon  the  80  per  cent 
of  those  goods  you  can  not  keep  Gferman  dyes  out  of  here,  unless 
they  really  want  to  give  them  away. 

Mr.  Choate.  I  think  they  will  give  them  away. 

Senator  Simmons.  Germany  is  not  going  to  give  them  away. 

Senator  Smoot.  Mr.  Choate  believes  that  Germany  will. 

Mr.  Choate.  I  believe  if  I  were  running  a  $500,000,000  plant, 
which  was  going  to  be  destroyed  unless  I  did  give  them  away,  I 
would  give  them  away. 

Senator  Smoot.  Well,  we  have  taken  10  per  cent.  As  to  the  other 
20  per  cent,  or  half  of  them,  those  are  colors  that  in  the  past  one 
manufacturing  country  in  the  world  could  produce  a  great  deal 
more  of  than  was  wanted  in  all  the  world.  In  other  words,. the 
business  is  so  small  that  it  would  not  pay  all  the  countries  to  enter 
upon  the  manufacture  of  those  tints  of  blues  and  pinks  and  shades 
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of  delicate  colors.  No  one  has  started  to  do  it  in  the  past,  with  the 
exception  of  Germany.  That  leaves  10  per  cent  over  and  above  80 
per  cent  that  there  is  fighting  ground  for. 

I  think  that  Germany  did  control  it  and  I  think  that  through 
what  you  term  the  German  dye  trust  she  will  control  that  10  per 
cent,  but'  that  does  not  affect  preparation  for  war  and  it  does  not 
affect  the  question  as  to  whether  we  will  be  prepared  from  the  by- 
products to  manufacture  the  other  80  per  cent  of  goods  and  that 
we  will  not  carry  on  that  work.  That  is  what  I  want  to  get  at. 
There  is  no  one  around  this  table,  nor  is  there  anybody  in  the  United 
States,  who  wants  to  protect  the  dye  industry  more  than  I  do,  but 
I  am  not  in  a  frame  of  mind  which  makes  me  feel  like  saying  to 
the  dye  industry  of  this  country,  "  You  shall  have  an  embargo," 
particularly  the  kind  of  an  embargo  you  are  asking.  Your  idea  is 
that  if  the  goods  are  made  in  this  country  the  German  goods  shall 
not  come  in.  Let  the  American  manufacturer  pay  the  extra  cost  for 
making  his  dves.  They  are  not  kicking  at  that.  They  have  sug- 
gested rates  that  no  dye  manufacturer  could  object  to.  They  want 
the  industry  established  in  this  country.  They  are  perfectly  willing 
to  pay  for  it,  but  they  do  not  want  an  embargo. 

Mr,  Choatb.  On  that  last  point,  Senator  Smoot,  in  reference  to 
our  position,  we  advocate  not  the  last  House  bill,  not  the  provision 
in  this  bill,  but  the  Finance  Committee's  bill  of  last  year,  which  we 
think  is  better,  and  which,  with  a  few  slight  changes,  would  be  a 
more  satisfactory  arrangement. 

As  to  the  question  whether  20  per  cent  of  dyes  outside  of  the 
staples  are  likely  to  be  made  here,  let  me  say  that  if  you  establish  a 
dye  industry  firmly  in  a  country  small  manufacturers  can  live  and 
thrive  and  have  their  being  beside  the  big  ones  very  readily  and  can 
specialize  in  just  the  dyes  to  which  you  refer.  That  has  been  the 
case  in  Germany.  Throughout  Germany,  outside  of  the  bi^  six, 
there  have  been  small  manufacturers  who  have  made  their  living 
specializing  on  extra  high  quality  goods  of  these  special  types. 
That  industry  is  in  itself  of  great  value,  but  it  can  not  live  if  it  has 
to  get  its  raw  materials,  which  are  themselves  the  finished  products 
of  the  big  concerns,  its  advanced  intermediates,  from  foreign  sources. 
So  that  I  think  we  shall  make  everything,  no  matter  how  small  the 
consumption  or  individual  production  may  be,  before  we  get  through, 
if  you  will  save  us. 

It  is  quite  true  that  if  we  had  a  flourishing  dye  industry  making 
only  staples,  we  could  still  produce  the  materiah  needed  for  war.  You 
are  right  there,  but  the  flaw  in  jrour  reasoning  is  this:  The  essence 
of  chemical  warfare  is  surprise;  it  is  the  new  thing  that  kills;  it  is 
the  new  thing  that  is  hard  to  meet.  When  the  Germans  came  out  with 
new  gas,  it  was  a  question  of  touch  and  go  every  time  as  to  whether 
they  would  not  win  the  war  then  and  there,  unless  that  new  gas  was 
recognized  instantly  and  recognized  by  a  body  of  chemists  who  had 
knowledge  which  enabled  them  to  determine  what  was  a  proper 
antidote  for  that  gas  and  what  was  the  proper  protection  in  the  way 
of  gas  masks.  But  for  the  possession  of  such  knowledge  the  Allies 
would  have  been  defeated  instantly,  on  the  first  use  of  several  of  these 
substances. 

Senator  Smoot.  The  discovery  to-day  is  in  the  hands  of  the  War 
Department. 
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Mr.  Choate.  That  is  only  half  of  it. 

Senator  Smoot.  They  make  the  discovery.  The  dye  manufacturers 
in  Germany  do  not  do  that.    The  German  Government  does  it. 

Mr.  Choate.  I  must  differ  with  you  squarelv. 

Senator  Smoot.  You  may  differ,  but  I  do  know  that  the  German 
Government  has  those  experts  there,  and  I  know  they  are  working 
it  out  in  connection  with  what  they  get  from  the  by-products  in  the 
dye  manufacturing,  and  I  know  the  American  manufacturer  would 
not  withhold  any  of  those  products  from  our  Government,  if  our  Gov- 
ernment experts  were  experimenting  upon  the  production  of  a  new 
poison. 

Mr.  Choate.  They  would  not.  Senator ;  you  are  entirely  right,  to 
this  extent,  that  the  Government  experts  will  undoubtely  do  purely 
scientific  research  work  to  the  utmost  of  their  ability,  as  they  did 
in  Germany.  But  it  has  been  stated  in  the  British  report  on  the 
German  industry  which  was  introduced  by  Gen.  Fries  yesterday, 
that  no  step  was  taken  during  the  latter  part  of  the  war  by  the  Ger- 
man high  command  without  the  consultation  on  the  one  hand  of  the 
Krupps,  who  have  been  described  as  the  right  hand  of  the  Kaiser,  and 
on  the  other  hand  of  the  I.  G.,  which  may  fairly  be  described  as  the 
left  hand  of  the  Kaiser — ^and  the  Kaiser'  was  left-handed,  he  was  a 
"  south  paw." 

Senator  Smoot.  The  American  manufacturers,  as  far  as  that  is 
concerned,  would  not  object  at  all  to  giving  all  the  information  and 
working  in  cooperation  with  our  experts  in  the  War  Department? 

Mr.  Choate.  Surely.  But  the  point  is  that  the  dye  manufacturer — 
the  dye  chemist — spends  his  days  and  nights  wormng  on  these  prob- 
lems of  organic  chemistry,  working  constantly  with  the  very  ma- 
terials  out  of  which  poison  gases  must  arise,  and  out  of  which  their 
antidotes  must  arise;  he  is  constantly  urging  forward  from  the 
boundaries  or  existing  knowledge;  he  is  constantly  finding  out  new 
thin^.  He  has  got  to  do  so.  When  he  gets  a  given  problem  in  re- 
search, he  has  not,  half  the  time,  the  necessary  data  to  begin  his 
answer  with;  he  has  to  work  out  wholly  new  nelds  before  he  gets 
started. 

It  has  been  stated  authoritatively  that  any  skillful  chemist  work- 
ing in  a  back  yard  with  a  couple  of  teakettles  and  shaving  mugs  may 
at  any  time  discover  the  final  gas,  or  at  least  the  best  gas  up  to  that 
time. 

Surely  the  odds  are  enormously  in  favor  of  such  discoveries  being 
made  by  these  armies  of  chemists  in  the  dye  laboratories  which  are 
working  day  and  night  with  these  materials,  rather  than  by  one  of  a 
few  Government  experts. 

Senator  Simmons.  How  many  of  them  are  working  in  that  way  ?    • 

Mr.  Choate.  One  concern  in  this  country  has  600  such  chemists,  or 
had  before  the  slump. 

Senator  Moses.  Are  they  going  to  stop  ? 

Mr.  Choate.  Are  they  going  to  stop  ? 

Senator  Moses.  If  they  do  not  get  an  embargo,  are  they  going  to 
stop  work? 

Mr.  Choate.  They  are  going  to  stop  work,  and  the  situation  is  as 
plain  as  day.  The  embargo  will  do  the  work,  as  Gen.  Fries  said.  Any 
other  sort  of  protection  may  be  inadequate,  and  I  say  it  is  up  to  Con- 
gress and  to  tne  United  States  to  take  no  chances.    The  possible  dam- 
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age  in  the  way  of  inconvenience  from  embargo  legislation  is  so  small 
compared  witn  the  possible  damage  of  the  loss  of  this  entire  industiy 
that  I  say  it  would  be  the  part  of  foolishness  to  take  a  chance  when  it  is 
not  necessary.  Senator  Watson  asked  a  question,  and  I  have  for- 
gotten what  it  was. 

Senator  Watson.  I  asked  you  about  full-line  forcing. 

Mr.  Choate.  Unless  we  get  a  complete  dye  industry  and  make 
everything,  we  are  at  the  mercy  of  a  nation  which  has  a  complete  dye 
industry. 

A  man  wants  to  get  a  particular  dye — let  us  take,  for  the  purpose  of 
argument,  a  vat  red,  which  is  not  on  the  market  in  this  country.  The 
Germans  have  it.  He  goes  to  their  agent  and  asks  for  some ;  in  words, 
nothing  is  said;  there  is  no  writing;  there  is  nothing  by  which  the 
process  can  be  detected.  But  he  finds  he  does  not  get  his  vat  red. 
Across  the  way  is  his  competitor,  who  also  wants  vat  red.  That  com- 
petitor buys  all  his  goods  from  the  German  manufacturers.  He  gets 
his  vat  rea.  A  little  thought  serves  to  convince  the  first  manufacturer 
that  perhaps  he  had  better  try  getting  all  his  goods  from  the  German 
manufacturer,  and  then  he  al^  gets  his  vat  red.  And  so  by  that 
simple,  silent  process  the  German  gets  that  man's  entire  consumption 
of  those  dyes. 

Of  course,  another  allied  process  brought  out  in  the  last  hearing  was 
the  use  of  long-term  contracts,  where  it  was  shown  that  just  l^fore 
the  war  the  Germans  were  refusing  to  sell  indigo  except  on  four-year 
contracts  covering  the  consumer's  entire  consumption. 

You  can  see  that  in  this  situation  if  we  let  the  German  dyes  in,  no 
matter  how  much  they  cost  by  reason  of  duty,  the  German  manufac- 
turer who  can  supply  anything  which  we  can  not  can  say  to  his  con- 
sumer silently, "  You  shall  not  have  any  of  this  thing  you  need  unless 
you  take  all  from  me,"  or  he  can  say,  "very  well ;  you  shall  have  this 
particular  product,  but  only  if  you  will  contract  to  buy  your  supplies 
of  it  from  me  for  10  years.'^ 

Senator  Smoot.  Why  did  not  the  German  manufacturers  do  that 
when  the  alizarines  first  came  out?  They  had  the  same  power,  and 
alizarines  were  used  a  thousand  times  more  than  the  vat  red  dye — 
yes,  ten  thousand  times  more ;  and  why  did  they  not  say  to  the  Amer- 
ican purchaser,  "  You  can  not  have  alizarines  here  unless  you  buy 
all  of  your  dyes  from  us?  "^   They  did  not  do  that, 

Mr.  Choate.  I  am  not  sure  they  did  not  do  it. 

Senator  Smoot.  I  am  sure  they  did  not,  because  I  bought  the 
alizarines  when  they  were  first  made  almost,  and  I  know  t^at  Ger- 
many never  asked  me  to  buy  other  goods  than  I  really  wanted  to 
buy  from  them. 

Mr.  Choate.  The  answer  to  that,  perhaps,  is  that  it  was  not  neces- 
sary to  do  any  "  full-line  forcing "  there,  because  you  had  to  buy 
almost  all  your  dyes  from  Germany  anyhow. 

Senator  Smoot.  That  is  not  true  either.  We  bought  a  great  deal 
of  them  from  England  then. 

Mr.  Metz.  And  from  Switzerland  also. 

Senator  Moses.  They  did  not  have  the  benefit  of  Mr.  Choate's 
advice.  Senator  Smoot. 

Senator  Watson.  How  many  dyes  did  you  buy  from  England, 
Senator  Smoot? 
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Senator  Smoot.  A  great  many  of  them.  I  used  to  buy  dyestuffs 
by  the  carload,  and  I  was  at  it  for  over  20  yeare,  and  I  can  not  tell 
you  how  many  I  bought  from  England. 

Senator  Watson.  From  England  ? 

Senator  Smoot.  Certainly. 

Mr.  Choate.  Perhaps  you  bought  alizarine  from  England? 

Senator  Smoot.  No ;  I  did  not. 

Mr.  Metz.  The  English  made  it,  sent  it  here,  and  were  in  the 
combination. 

Senator  Smoot.  I  did  not  buy  it  from  them. 

Mr.  Choate.  The  British  alizarine  company  was  started  by  the 
Germans. 

Mr.  Metz.  I  do  not  care  if  it  was  started  by  the  Grermans.  The 
British  alizarine  came  from  England,  and  they  were  competitors 
here  in  the  market. 

Mr.  Choate.  At  all  events,  it  is  perfectly  apparent,  as  Senator 
Watson  suggested,  that  whether  they  did  it  in  the  past  or  whether 
thev  ought  not  to  ao  it.  they  can  do  it  now. 

Senator  Smoot.  If  1  was  a  manufacturer  they  would  not  hold  me 
up  that  way. 

Mr.  Choate.  There  is  one  more  thing  I  wanted  to  add  in  regard 
to  staples — rather  an  apt  illustration.  1  suppose  that  as  staple  a  dye 
as  any  is  magenta.  All  of  you  gentlemen  remember  the  great  brown- 
shoe  famine ;  how  for  a  couple  of  vears  during  the  war  we  could  not 
gjet  any  brown  shoes,  except  of  tnat  peculiar,  unpleasant,  dark-red 
tinge  which  nobody  wanted.  That  was  due  to  the  absence  of  a  dye 
called  phosphine,  which  is  the  only  thing  that  will  do- the  work, 
now  made  here  in  large  quantities.  'By  the  process  ordinarily  used 
until  recentlv,  in  making  6  pounds  of  phosphine  you  had  to  make 
94  pounds  ox  magenta.  I  believe  they  have  gotten  rid  of  that  diffi- 
culty now,  but  it  was  a  difficulty  that  was  insuperable  until  a  few 
years  ago.  The  country  could  consume  only  four  times  as  much 
magenta  as  phosphine,  and  that  accounts  for  the  fact  that  in  pro- 
ducing the  amount  of  phosphine  that  was  necessary  to  make  the 
brown  shoes  of  the  country,  for  which  the  demand  was  imperative, 
we  had  to  have  an  immense  overproduction  of  magenta;  and  that 
accounts  for  the  low  price  of  magenta  and  is  a  perfect  instance  of 
the  fact  that  the  staples  are  not  independent  proaucts  which  can  be 
treated  as  if  they  were  cement  or  cotton  or  any  other  product  which 
is  connected  in  manufacture  with  other  things,  but  are  so  tied  up 
with  this  interlocked  industry  as  a  whole  that  you  can  not  separate 
and  segregate  them. 

Is  there  any  other  question  ? 

Senator  McLean.  Mr.  Choate,  parties  representing  the  textile  in- 
dustries appeared  before  the  committee,  and  1  think  parties  represent- 
ing the  hat  manufacturers,  and  thej  are  opposed  to  the  embargo 
because  they  say  that  at  present  it  is  impossible  for  them,  because 
of  the  practical  difficulties  of  a  license  system,  to  get  dyes  in  time  to 
accommodate  their  trade.  I  do  not  know  whether  you  have  covered 
that  in  your  brief  or  not. 

Mr.  Choate.  I  think  I  have.  I  would  like  to  say  a  word  about  it 
here.  All  the  opposition  I  have  heard  here  has  been  appropriate  as 
against  the  license  system  and  not  as  against  the  bill  drawn  by  you 
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gentlemen  last  year.  It  is  quite  true  that  under  a  license  system  you 
have  got  to  ask  for  a  license  first  and  get  it  passed  on  by  an  inde- 
pendent body,  and  only  after  their  decision  is  reached  do  you  know 
whether  you  can  get  the  goods  or  not.  Of  course,  that  does  interpose 
an  inevitable  delay,  which  I  am  not  surprised  on  the  whole  that  th^ 
textile  people  complain  about.  But  your  bill  should  be  carried  out 
by  the  importable  list  system  by  whicn  the  Tariff  Commission  would 
find  the  facts  and  list  the  dyes  that  were  importable,  so  that  the  im- 
porter could  open  a  page  and  tell  at  a  glance  whether  a  given  dye 
was  importable  or  not,  and  there  would  be  no  delay  of  any  conse- 
({uence  and  no  uncertainty  because  the  importer  could  have  the  goods 
in  hand  just  as  before  the  war  and  delivered  immediately  if  they  were 
going  to  be  deliverable. 

Mr.  Mbtz.  And  carry  them  at  whose  expense,  Mr.  Choate? 

Mr.  Choate.  Well,  your  own  expense,  just  as  you  used  to  do  before 
the  war. 

Mr.  Metz.  I  think  not.  I  bought  them  and  paid  for  them,  and  I 
would  not  do  it  again  under  any  condition.    You  are  just  jessing. 

Senator  McLean.  There  is  just  one  other  question,  Mr.  Choate. 
which  I  want  to  ask  you.  In  regard  to  the  new  discoveries  for  gases 
and  color  compounds  or  dyes,  what  does  the  record  show,  comparing 
the  discoveries  that  are  made  by  the  Government  and  those  made  by 
the  chemists  that  are  employed  by  private  corporations? 

Mr.  Choate.  The  record  can  not  be  very  clear  about  that,  because 
much  of  the  information  which  the  Army  has  given  us  is  of  a  highly 
confidential  nature,  and  they  could  not  disclose  the  details,  I  should 
judge.  I  do  not  know,  and  I  do  not  believe  anybody  else  does  except 
the  Chemical  Warfare  Service,  where  the  discoveries  have  originateoL 
But  Gen.  Fries  has  told  you  that  the  manufacturing  problems,  which 
are  just  as  important  as  your  technical  problems — ^the  problems  of 
pure  science — have  been  largely  worked  out  in  the  dye  works-  He 
told  us  that  mustard  gas  was  impossible  until  the  manufacturing 

{>roblems  were  solved  in  the  little  French  dye  works  and  in  the  small 
Snglish  dye  works  and  by  the  Dow  Chemical  Co.  out  here. 

^nator  McLean.  I  have  been  told  that  very  few  of  these  dis- 
coveries emenate  from  governmental  employees  or  chemists  emplo3r©d 
by  the  Government. 

Mr.  Choate.  I  doubt  if  it  is  possible  to  get  any  exact  information 
on  that.  But  I  should  say  it  is  true,  for  the  reason  I  have  given  you, 
that  600  chemists  are  employed  by  one  concern  in  the  industry  on 
these  jobs  where  100  are  in  the  Government  employ. 

Senator  Smoot.  They  are  not  able  to  produce  poisonous  gas? 

Mr.  Choate.  They  do  not  want  to. 

Senator  Smoot.  Our  Government  worked  that  out  and  they  worked 
it  out  in  detail. 

Mr.  Choate.  Yes;  but.  Senator,  these  products,  dyes  and  poison 
gases  are  so  closely  related  that  you  can  not  fail  in  dye  research  to 
get  at  masses  of  information  which  will  enable  you  as  soon  as  you 
desire  to  make  poison  gases — ^to  hook  up  additional  elements  onto 
your  previously  worked  out  materials  in  the  ways  which  are  known 
to  be  likely  to  produce  poison  gases. 

The  Chairman.  Does  any  member  of  the  committee  desire  to 
address  any  inquiry  to  Mr.  Choate  ? 
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Mr.  La  Follette.  I  would  like  to  have  an  opportunity  to  read 
Mr.  Choate's  brief,  which,  I  suppose,  is  to  be  considered  as  a  part 
of  his  statement  of  facts. 

Mr.  Choate.  Senator,  I  have  really  been  led  over  almost  all  the 
ground  in  it. 

Senator  La  Folleite.  And  then  I  should  like  an  opportunity  to 
ask  him  some  questions  after  I  have  read  it. 

The  Chairman.  Well,  if  you  will  indicate  the  day  in  which  you 
desire  to  have  Mr.  Choate  here,  I  have  no  doubt  he  will  be  glad  to 
come. 

Senator  La  Folx£ite.  I  will  endeavor  to  do  that  work  at  once. 

The  Chairman.  He  will  be  here  this  afternoon,  perhaps. 

Mr.  Choate.  Could  you  make  it  this  afternoon,  Senator?  I  am 
very  anxious  to  get  away. 

Senator  La  FoiXiETTE.  I  have  other  things  to  attend  to.  The  Sen- 
ate will  be  in  session,  and  I  do  not  know  how  much  I  will  be  inter- 
rupted in  that  wa]«  I  would  like  to  get  an  idea  of  just  whom  you 
represent,  Mr.  Choate.  You  have  pernaps  furnished  a  list  already 
to  the  committee  while  my  attention  was  diverted. 

The  Chairman.  He  submitted  that  this  morning. 

Senator  La  Follette.  Has  that  been  put  into  the  record? 

Mr.  Choate.  That.  I  understand,  has  been  put  into  the  record. 

The  Chairman.  Tnat  was  offered  this  morning. 

Senator  La  Foixette.  How  many  different  manufacturing  estab- 
lishments are  organized  under  this  corporation,  which,  I  take  it,  is 
the  American  Dyes  Institute? 

Mr.  Choatk  I  do  not  think  it  is  a  corporation,  is  it  ? 

Senator  La  Follette.  Is  it  a  corporation  ? 

Mr.  Choate.  I  do  not  think  so.  It  is  just  a  loose  trade  association 
of  the  ordinary  type,  and  nobody  is  or^nized  under  it. 

The  Chairman.  When  was  it  organized? 

Mr.  Choate.  Can  anybody  give  me  that  date  exactly  ? 

Mr.  Stone.  About  the  first  part  of  1918. 

The  Chairman.  You  are  its  legal  representative? 

Mr.  Choate.  Yes ;  in  this  matter  simply. 

Senator  La  Follette.  Will  the  representatives  of  these  several 
manufacturing  establishments  appear  before  ihis  committee? 

Mr.  Choate.  Not  to  testify  on  their  own  volition,  because  we  have 
covered  the  ground,  at  the  request  of  Senator  Penrose,  as  nearly  as 
we  could  in  one  statement.  The^  are  here,  a  lot  of  them,  and  will 
be  very  glad  to  answer  any  questions. 

Mr.  mvrz.  I  am  also  a  member  of  that  institute  and  pay  my  dues 
and  am  in  good  standing,  I  think. 

Senator  La  Follette.  What  capital  does  this  association  repre- 
sent? 

Mr.  Choate.  It  does  not  represent  any  capital. 

Senator  La  Follette.  What  capital  is  represented  by  the  several 
members,  when  you  aggregate  it  all? 

Mr.  Choate.  It  is  very  difficult  to  say,  because  almost  all  of  the 
large  companies  that  are  engaged  in  chemical  manufacturing  are  en- 
gaged in  dye  manufacturing  only  to  a  small  extent ;  for  example 

Senator  La  Follette  (interposing).  They  know  how  much  they 
have  invested  in  that  branch  of  their  business,  I  suppose. 
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Mr.  Choate.  And  the  best  estimate  we  could  get  was,  at  the  last 
hearing,  taking  the  statements  given  us  of  the  total  investment  in  the 
dye  works  in  the  country,  about  $93,000,000.  I  do  not  think  it  has  in- 
creased since  that  time,  because  for  each  investment  in  actual  money 
there  have  been  write-offs  and  losses. 

You  see,  in  such  a  concern  as  the  Allied  Chemical  &  Dye  Co., 
which  has  been  flaunted  before  the  country  as  having  $280,000,000  in 
the  dye  industry,  only  a  very  small  end  of  that  is  in  the  business 
at  all.    The  National  Analine  represents  an  investment  of  $30,000,000. 

Mr.  Metz.  Did  they  not  have  stock  out  for  $60,000,000,  Mr.  Choate, 
before  they  went  into  the  combine? 

Mr.  Choate.  I  do  not  think  I  can  answer  that. 

Mr.  Metz.  I  can  answer  it,  and  the  records  can  answer  it. 

Mr.  Choate.  I  will  let  them  answer  that. 

Mr.  Metz.  I  can  answer  it. 

Mr.  Choate.  Mr.  Metz  can  answer  almost  anything. 

Senator  Simmons.  Did  I  not  understand  you  to^ay  that  there  were 
only  $93,000,000  invested  in  the  dye  business  in  this  country? 

Mr.  Choate.  I  think  it  is  verv  difficult  to  determine,  but  that  was 
the  best  estimate  we  could  reach  a  year  and  a  half  ago. 

Senator  Simmons.  Do  you  know  how  much  is  invested  in  the  in- 
dustry in  Germany? 

Mr.  Choate.  I  can  give  you  that  pretty  closely.  I  have  not  got  the 
figures  here  at  the  moment,  but  they  appear  in  the  report  of  the  Brit- 
ish Parliamentary  Commission  on  Profiteering  which  has  just  been 
issued,  dated  May  29,  1921.  The  capital  of  the  German  trust— that 
is,  of  seven  of  the  larger  companies ;  there  are  more  than  that  in  it 
now — in  1917  before  the  depreciation  of  the  mark,  was  383,400,000 
marks. 

Senator  Simmons.  Mr.  Choate- — 

Mr.  Choate  (interposing).  Wait  a  moment,  if  you  will  excuse  me. 
I  want  to  finish  that.  That  was  the  nominal  capitalization.  The 
stocks  of  these  seven  companies  alone  at  that  time,  on  the  stock  ex- 
change, had  sold  for  a  long  time  at  an  average  of  well  over  400. 

The  nominal  capital,  therefore,  was  in  the  neighborhood  of 
$90,000,000,  and  the  actual  value  of  that  capital,  figured  on  stock  quo- 
tations in  the  stock  exchanges,  was  between  $860,000,000  and  $^,- 
000,000.  Since  that  time  $838,000,000  of  marks  have  been  added  to  the 
capital,  not  by  more  stock  dividends,  but  by  the  sale  of  stock  for 
cash.  Those  817,000,000  marks  are  worth  a  great  deal  less  than  they 
would  have  been  before,  but  they  are  worth  something,  and  they  have 
come  along  in  two  or  three  separate  issues,  so  that  the  first  of  them 
were  issued  before  the  whole  of  the  great  depreciation  took  place,  I 
think.  That,  I  understand,  does  not  include  the  air  nitrogen  works, 
which  are  now  included  in  a  separate  company  with  a  capital  of 
500,000,000  marks,  which  is  managed  by  the  trust. 

So  that  the  total  nominal  capitalization  of  the  trust  is  now  1,200,- 
000,000  marks  odd,  and  plus  the  500,000,000  in  the  air  nitrogen 
works — and  it  certainly  represents  actual  assets  of  over  $500,000,000 
gold.  And  that,  remember,  gentlemen,  was  mostly  put  in  at  times 
when  things  cost  very  much  less  to  do  than  now. 

Senator  La  Folj^ette.  Do  you  figure  the  mark  at  1^  in  arriving 
at  that  conclusion  ? 
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Mr.  Choate.  Oh,  yes;  because,  as  I  say^  the  387,000,000  marks 
nominal  capital,  or  ^0,000,000  nominal  capital,  was  at  the  time  be- 
fore the  depreciation  of  the  mark  in  1917,  and  it  was  even  before  the 
depreciation  of  the  mark  worth  four  tknes  that  on  the  stock  exchange 
figures. 

Senator  La  Follette.  Are  the  members  of  that  the  members  of  the 
(ieneral  Chemical  Companies? 

Mr.  Choate.  I  do  not  know  that  I  exactly  understand  what  you 
mean.  Senator.    They  make  things  other  than  dyes. 

Senator  La  Follette.  I  mean  to  apply  it  to  the  statement  you 
made  some  time  ago  that  in  that  list  you  have  furnished  was  the 
membership  of  the  American  Dye  Institute  you  state  that  only  a 
small  portion  of  their  business,  or  of  the  business  of  some  of  the  com- 
panies, at  least,  represent  the  real  dye  industry. 

What  1  want  to  get  at  is,  if  you  mow — and  you  seem  to  have  more 
definite  knowledge  about  the  German  combination  than  you  have 
about  the  combination  in  this  country — what  the  total  capitalization 
that  you  have  just  stated  over  there  represents,  the  general  chemical 
business  or  is  confined  wholly  to  the  dye  business? 

Mr.  Choate.  Of  course,  it  is  not  confined  only  to  the  dye  business. 

Senator  La  Follette.  No  ;  I  assume  not.  I  suppose  their  member- 
ship is  composed  of  people  who  are  in  your  corporations  who  are  en- 
gaged in  general  chemical  manufacturing. 

Mr.  Choate.  I  think  that  is  not  quite  the  way  of  it,  Senator.  I 
do  not  think  there  is  any  company  m  the  German  dye  trust  to-day 
that  is  not  almost  primarily  a  coal-tar  chemical  company.  But  they 
have  developed  additional  business  in  the  way  of  heavy  chemicals 
and  big  chemicals,  of  course,  a  profitable  and  important  and  larce  part 
of  their  work.  But  it  is  not  like  the  combination  of  the  Allied  Chemi- 
cal &  Dye  Co.,  which  consists  of  an* acid  company,  a  soda  company, 
and  various  other  companies  specializing  in  heavy  chemicals,  all  com- 
bined with  a  single  dye  company.  Theirs  are  dye  companies  which 
have  spread  into  other  things. 

Senator  Simmons.  Wliat  was  our  pro(hirtioii  last  year? 

Mr.  Choate.  Production  of  what? 

Senator  Simmons.  DyestufFs. 

Mr.  Choate.  That  is  in  the  Tariff  Commission's  repoi-t.  I  have 
not  charged  my  memory  with  it  in  six  months,  but  I  think  about 
$80,000,000. 

Senator  Simmons.  You  tell  us  it  is  $80,000,000  as  against  $50,000,- 
000  produced  in  Germany? 

Mr.  Choate.  Our  consumption  is  about  60,000,000  pounds,  and  I 
think  our  production  last  year  was  perhaps  20,000,000  more. 

Senator  Smoot.  In  the  amount  of  capital  as  invested  in  this  in- 
dustry in  the  United  States,  did  you  include  the  National  Analine  & 
Chemical  Co.? 

Mr.  Choate.  I  did. 

Senator  McLean.  You  did? 

Mr.  Choate.  Yes,  sir. 

Senator  Smoot.  The  only  report  I  can  get  of  what  capital  they 
have  is  from  Bradstreet's  report,  and  Bradstreet's  report  shows,, 
as  a  report  from  that  company  alone  made  to  Bradstreet,  from  May 
29,  1917,  to  December  31,  1918,  approximately  18  months,  an  un- 
divided earnings  during  that  period  of  $22,823,661.11. 
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Mr.  Choate.  For  what  period  was  that? 

Senator  Smoot.  That  was  from  May  29,  1917,  to  December  31, 
1918,  and  that,  as  reported  bj  Bradstreet,  was  made  upon  a  capital — 
I  should  suppose  that  this  is  the  capital  that  they  say  they  have— 
of  $25,504,654. 

Mr.  Choate.-  Your  conclusion  from  that  would  be  the  capital  and 
surplus  of  about  $47,000,000? 

Senator  Smoot.  No.    They  do  not  say  what  their  surplus  is. 

Mr.  Choate.  Undivided  profits? 

Senator  Smoot.  Undivided  profits  during  that  time  was  $22,- 
000,000.  So  I  can  not  say  what  their  surplus  was  before,  but  their 
admitted  capital  is  $25,504,654. 

Mr.  Choate.  It  would  be  a  waste  of  time  for  me  to  discuss  that, 
because  I  know  nothing  about  the  facts. 

Senator  Simmons,  i  ou  say  they  earned  $22,000,000  during  that 
time? 

Senator  Smoot.  During  the  18  months  they  made  upon  this 
amount  of  capital — or  what  they  reported  to  Bradstreet— that  is, 
on  a  capital  of  $25,504,650 — approximately  during  a  period  of  18 
months,  $22,803,661. 

Mr.  Choate.  My  figure  of  $30,000,000  is  the  figure  they  have 
given  in  the  investment  in  plant  and  research  up  to  a  certain  date, 
which  I  think  was  about  a  year  ago.  For  any  more  detailed  in- 
formation it  is  useless  for  you  to  ask  me,  because  I  haven^  it. 
But  vou  have  some  manufacturers  here  who  will  be  glad  to  tell  you 
anything  you  like. 

Senator  Smoot.  Are. you  counsel  for  the  Chemical  Foundation 
also? 

Mr.  Choate.  I  am:  yes,  sir. 

Senator  Smoot.  What  connection  has  that  corporation  with  the 
American  Dye  Institute. 

Mr.  Choate.  None. 

Senator  Smoot.  They  do  not  work  together? 

Mr.  Choate.  Oh,  they  work  together  to  this  extent:  That  it  is 
one  of  the  Foundation's  (purposes  to  spread  chemical  information 
and  to  interest  the  public  in  chemical  education,  and  in  the  impor- 
tance of  chemistry.  That  work  naturally  dovetails  in  with  much 
that  the  Dye  Institute  does. 

Mr.  Metz.  Will  you  not  say  that  I  subscribed  $50,000  to  that  and 
paid  in  $30,000? 

Mr.  Choate.  Mr.  Metz,  I  can  not  say  everything  you  want  to  have 
said.    You  can  sav  it  yourself. 

Mr.  Metz.  I  suoscribed  $50,000  to  the  Chemical  Foundation. 

Mr.  Choate.  I  must  confess  that  as  a  mouthpiece  for  Mr.  Metz 
I  seem  to  be  a  failure 

Mr.  Metz  (interposing).  You  can  tell  the  truth,  can  you  not.  I 
want  to  show  my  standing  as  an  American  manufacturer;  that  is  all. 

Mr.  Choate.  Of  course,  you  subscribed  .$50,000. 

The  CHAHtMAN.  Are  you  through,  Senator  I/a  FoUettet  I  do  not 
want  to  hurry  you  in  any  way.    xou  can  go  on  if  you  desire. 

Senator  Simmons.  Mr.  Chairman,  I  want  to  inquire  if  Mr.  Stone 
may  be  heard  ?  Mr.  Stone  requested  me  yesterday  to  ask  that  he  be 
^ven  a  few  minutes  to  present  some  matters  to  the  committee. 

Tlie  Chaikman.  Do  they  relate  to  this  subject? 
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Senator  Simmons.  Yes. 

The  Chaibman.  Well,  as  soon  as  the  termination  of  the  examina- 
tion of  Mr.  Choate  is  reached  the  committee  will  call  on  Mr.  Stone 
at  your  request. 

Senator  Simmons.  Thank  you. 

Senator  La  Foljlette.  I  want  an  opportunity  to  look  over  Mr. 
Choate's'  brief. 

The  Chairman.  Then,  Mr.  Choate,  if  you  can  be  here  to-morrow, 
perhaps — could  you  ? 

Mr.  Choate.  1  can,  but  it  will  be  at  a  very  great  sacrifice.  I  would 
like  to  finish  to-day. 

Senator  La  Folletie.  I  have  other  public  duties  to  perform  be- 
sides examining  his  brief. 

The  Chairman.  You  would  prefer 

Senator  La  Foixette.  I  would  prefer  to  have  him  appear  here  to- 
morrow. 

Mr.  Choate.  Of  course,  Senator  La  FoUette,  the  first-hand  infor- 
mation you  probably  want  as  to  the  most  of  these  matters  you  will 
have  to  get  from  the  manufacturers  in  any  event. 

Senator  La  Follette.  Possibly. 

Mr.  Choate.  Bear  that  in  mind. 

The  Chairman.  Then,  I  would  suggest,  Mr.  Choate,  if  it  meets 
your  approval  and  that  of  Senator  La  Follette — it  is  a  very  important 
matter  and  one  in  which  Mr.  La  Follette  is  greaty  interested  in  get- 
ting to  the  bottom  of — that  you  have  such  gentlemen  as  may  occur 
to  you  present  here  to-morrow. 

Mr.  Choate.  They  will  all  be  here.    They  are  all  here  now. 

The  Chairman.  Then,  could  we  go  on  with  the  examination  of 
some  of  them,  Senator  La  Follette,  or  would  you  rather  wait? 

Senator  La  Fouuette.  I  would  like  to  look  over  Mr.  Choate's  brief 
and  familiarize  myself  with  the  testimony  he  has  given  heretofore. 

Mr.  Choate.  Itou  have  a  copy  of  it? 

Senator  La  Follette.  Of  your  brief? 

Mr.  Choate.  Yes. 

Senator  La  Follette.  Yes;  I  secured  a  copy. 

The  Chairman.  Then,  if  it  is  the  pleasure  of  the  committee,  the 
examination  of  Mr.  Choate  and  his  associates  will  be  suspended  for 
the  time  being,  and,  at  the  request  of  Senator  Simmons,  Mr,  Stone 
will  address  the  committee  on  this  subject. 

Mr.  Stone,  will  you  state  your  full  name  for  the  record? 

STATEMENT  OF  CHA&LES  H.  STONE,  VICE  PRESIDENT  ATLANTIC 

DYESTUFF  CO.,  BBOOKLINE,  MASS. 

Mr.  Stone.  My  name  is  Charles  H.  Stone. 

The  Chairman.  Where  do  you  reside? 

Mr.  Stone.  In  Brookline,  Mass. 

The  Chairman.  What  is  your  business  ? 

Mr.  Stone.  I  am  vice  president  of  the  Atlantic  Dyestuff  Co.,  whose 
home  office  is  in  Boston. 

The  Chairman.  Where  are  their  works  located? 

Mr.  Stone.  One  is  located  at  Burrage,  a  village  26  miles  south  of 
Boston,  and  the  other  at  Portsmouth,  up  in  Senator  Moses's  State, 
New  Hampshire. 
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Senator  Simmons.  Mr.  Chairman,  I  want  to  say  that  in  asking 
that  Mr.  Stone  be  heard,  I  do  not  Iniow  whether  he  is  going  to  say 
something  for  or  against  the  views  I  may  have.  I  do  not  know  any- 
thing about  that.   He  just  made  the  request  of  me. 

Mr.  Stone.  In  view  of  Senator  Simmons's  remarks,  I  ought  to 
thank  him  for  giving  me  the  opportunity  of  appearing  here  and  to 
assure  him  that  I  am  not  going  to  embarrass  him  on  account  of  his 
views,  even  though  we  did  come  from  North  Carolina. 

The  Chairman.  The  committee  will  be  in  order  and  the  witnesses 
will  cease  conversation.  If  witnesses  desire  to  consult  or  confer  they 
will  retire  to  a  very  large  room  adjoining,  which  will  hold  all  of 
them. 

Mr.  Stone.  Mr.  Chairman,  I  come  as  the  representative  of  one  of 
the  small  manufacturers. 

Senator  Watson.  Manufacturers  of  dyestuflFs  ? 

Mr.  Stone.  Of  coal-tar  dyestuffs.  We  feel  that  we  require  unusual 
protection  at  your  hands  ii  we  are  to  stay  in  business,  and  we  feel 
that  we  must  show  you  why  you  are  justified  in  giving  us  this  unusual 
protection.  I  want  to  give  you  a  tew  facts,  most  of  which  I  have 
taken  from  Government  records.  In  behalf  of,  first,  our  industry,  the 
American  coal  tar  chemical  dyestuff  industry,  and,  second,  in  be- 
half of  our  belief  that  it  is  only  through  such  protection  as  Senator 
Watson's  bill  that  he  prepared  last  fall  would  give  us. 

If  I  may  review  a  few  questions  that  seem  to  be  in  the  minds  of 
some  of  you  gentlemen:  At  the  outbreak  of  the  World  War  there 
were  a  few — four  or  five  or  six  or  seven— coal-tar  dyestuff  manu- 
facturers in  America.  These  makers  were*  producing  about  5  per 
cent  of  the  total  amount  of  coal-tar  dyes  that  were  required.  The 
other  95  per  cent  were  imported  mostly  from  Germany. 

To-day — seven  years  later,  almost  exactly  after  the  outbreak  of  the 
war — we  have,  according  to  the  Tariff  Commission's  report,  pre- 
pared by  the  Government,  of  which  you  gentlemen  are  an  important 
part,  82  independent  coal-tar  dyestuff  manufacturers. 

What  are  the  outstanding  facts  that  we  discover  that  have  trans- 
pired during  these  seven  years?  Our  imports  of  coal-tar  dves  prior 
to  the  war  were  from  40,000,000  to  50,000,000  pounds.  We"^  have  no 
public  record  of  what  the  American  dyestuff  industry  did  prior  to 
the  year  1917.  That  year  the  Tariff  Commission  made  us  a  report 
on  what  the  industry  had  done,  and  we  find  that  in  1917  we  produced 
as  many  pounds  of  dyes  in  this  country  as  we  had  been  importing 
annually  just  prior  to  the  outbreak  of  the  war.  Furthermore,  we 
find  that  these .  46,000,000  pounds  of  dyes  were  sold  at  an  average 
price  of  $1.26  per  pound. 

In  1918  very  considerable  progress  had  been  made.  That  year  we 
made  about  58,000,000  pounds  of  dyes — more  than  we  had  imported 
in  any  previous  year  prior  to  the  outbreak  of  the  war.  And  these 
we  sold  at  an  average  price  of  about  $1.07  per  pound,  a  substantial 
reduction  from  1917. 

In  1919  we  had  made  further  progress.  We  made  65,000,000  pounds 
of  dyes,  and  these  were  again  sold  at  an  average  price  of  $1.07  per 
pound. 

In  1920  we  showed  still  greater  progress.  We  made  88,000.000 
Dounds  of  dyes,  perhaps  one  and  two-fifths  times  as  much  as  we  had 
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imported  prior  to  the  war,  and  these  were  sold  at  an  average  price 
of  about  $1.08  per  pound. 

Let  me  say  here,  gentlemen,  the 

Senator  Simmons  (interposing).  Will  you  give  the  average  price 
the  American  people  paid  for  those  before  the  war? 

Mr.  Stone.  The  nearest  that  we  can  get  to  that.  Senator  Simmons, 
is  to  take  the  possible  volume  of  business  of  the  German  importing 
houses  against  the  possible  number  of  pounds  that  were  used.  We 
would  then  get  perhaps  60,000,000  pounds  of  colors  that  were  sold 
for  anywhere  from  $30,000,000,  $40,000,000,  or  $50,000,000. 

Senator  Simmons.  I  was  trying  to  get  the  average  at  which  these 
German  dyes  that  you  say  were  imported  almost  exclusively  to  this 
countrjr  before  the  war — that  you  are  talking  about — were  sold  at. 
You  give  the  average  of  the  price  at  which  you  sold  them.  Now,  if 
you  will  give  the  average  price  the  American  people  were  paying 
before  the  war  and  buying  from  Germany  it  will  answer  my  inquiry. 

Mr.  Stone.  This  is  the  best  estimate  that  has  been  given,  Senator 
Simmons,  to  my  mind;  prior  to  the  war  our  per  capita  dye  cost  was 
from  30  to- 35  cents  per  person.  That  would  seem  to  indicate  that  our 
dyes  then  were  costing  about  one-half  what  they  are  to-day,  because 
when  I  use  the  records  given  by  your  Tariff  Commission  I  find  that 
the  per  capita  dye  cost  for  our  American  citizens  to-day  is  60  or  70 
cents,  or  substantially  double  what  it  was  prior  to  the  war. 

Senator  Simmons.  I  have  understood  one  witness  to  testify — I 
do  not  know  who  he  was — that  the  average  price  he  paid  before 
the  war  was  about  20  cents  a  pound. 

Mr.  Stone.  Well,  let  his  testimony  stand  as  his  testimony,  not 
mine. 

You  gentlemen  have  noticed  that  the  average  price  of  the  Ameri- 
can-made dyes  has  not  declined  substantially  for  three  years.  You 
want  to  know  why  this  is.  We  refer  to  the  Tariff  Commission  re- 
port for  1920  and  we  find  that  there  is  from  1917,  1918,  and  1919 
a  very  substantial  increase  in  the  quantity  of  high-priced  dyes. 

Let  me  lay  out  some  data  here  so  that  I  can  give  you  some  specific 
instances. 

Senator  Diujngham.  You  mean  those  dyes  produced  in  this 
country? 

Mr.  Stone.  Those  dyes  produced  in  this  country.  Senator;  yes. 

We  will  take  the  year  1918,  for  which  the  record  is  quite  complete, 
and  in  the  year  1919,  and  then  the  year  1920  These  are  the  reports 
of  the  Tariff  Commission  to  the  I*resident.  I  will  refer  to  colors 
that  constitute  large  quantities  of  our  requirements.  We  find  that 
in  1918  that  direct  yellow,  which  constitutes  a  large  item  of  con- 
sumption in  this  country,  was  sold  for  an  average  price  of  $2.61 
per  pound. 

Senator  Watson.  What  was  that? 

Mr.  Stone.  That  was  direct  yellow. 

Senator  Moses.  You  are  not  manufacturers  of  that? 

Mr.  Stone.  Not  of  direct  yellow. 

Senator  Moses.  What  yellows  do  you  make  ? 

Mr.  Stone.  We  make  sulphur  yellow. 

In  1919  we  made  as  much  direct  yellow  as  we  did  in  1918,  or  a 
little  more — 40  per  cent  more.    We  sold  that  at  $1.74  a  pound,  a 
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reduction  from  $2.61  to  $1.74.  In  1920,  of  this  same  color  we  bad 
.a  very  considerable  amount;  the  competition  in  this  color  had  de- 
veloped in  the  meantime — in  1917  and  1918 — and  there  were  about 
six  or  seven  manufacturers,  but  when  we  come  down  to  1920  we 
have  eight.  I  see  among  them  the  lar^r  manufacturers.  That 
3^ear  we  made  a  substantial  quantity  which  was  sold  at  $1.49  per 
pound.  The  price  of  this  color  was  nearly  cut  in  two  from  1918 
to  1920 ;  and  I  may  say,  as  a  dye  seller,  that  the  price  of  the  direct 
yellow  referred  to  here  is  substantially  below  the  price  of  $1.49, 
which  is  the  recorded  price  of  1920. 

Shall  I  go  on  and  relate  other  instances  like  this,  Senator  Pen- 
rose, to  show  the  decline  in  price  of  dyes  in  this  country? 

The  Chairman.  You  state  anything  that  you  think  the  commit- 
tee ought  to  know  from  your  angle,  but  remember  that  the  com- 
mittee is  going  very  slowly  toward  accomplishing  anything. 

Mr.  Stone.  I  know  your  time  is  valuable.    Then,  let  me  go  on 
with  one  or  two  other  colors.     Let  us  take  metanile  yellow.    In 
1918  we  have  no  recorded  price,  because  there  were  not  enough 
manufactured  to  justify  the  Tariff  Commission  in  recording  the 
price. 
Senator  La  Follette.  What  color  is  that  ? 
Mr.  Stone.  M-e-t-a-n-i-1-e,  which  is  an  acid  yellow,  Senator. 
In  1919  we  have  a  price  of  96  cents. 

In  1920  we  made  a  substantial  quantity  of  that,  and  still  the  price 
remained,  as  there  was  an  enormous  demand  for  it  for  export— I 
want  to  show  both  sides — substantially  the  same  as  it  was  in  1919. 
But  now  since  the  slump  in  business,  Ihe  price  of  this  color  is  sub- 
stantially below  what  it  was  in  1920. 

Let  us  go  to  another,  chrome  black,  which  is  used  by  Senator 
Smoot — ^who  is  not  present  now — in  the  woolen  trade.    In  1918  that 
sold  for  $1.62;  in  1919  it  sold  for  $1.25,  and  in  1920  it  sold  for 
$1.10;  and  to-day  that  same  color,  of  the  same  quality  and  the  same 
strength,  is  selling  for  about  75  cents. 
I  could  relate  a  number  of  other  instances  like  this. 
Senator  Simmons.  What  did  that  sell  for  before  the  war? 
Mr.  Stone.  I  beg  your  pardon. 

Senator  Simmons.  What  did  that  sell  for  before  we  began  to 
produce  ? 
Mr.  Stone.  Perhaps  an  average  of  45  or  50  cents  per  pound. 
Senator  Moses.  How  much  was  the  production  of  this,  Mr.  Stone, 
before  the  slump  in  business  to  which  you  referred  ? 

Mr.  Stone.  It  would  be  purely  a  guess,  Senator  Moses,*  for  me  to 
endeavor  to  frame  an  answer  to  you.  There  is  verj  sharp  competi- 
tion among  the  82  independent  manufacturers  of  this  country,  and  we 
can  certainly  ascribe  some  of  it  to  the  slump  in  business.  "  We  can 
perhaps  ascribe  more  of  it  to  the  fact  that  the  German  chemical 
cartel  is  producing  enormous  quantities  of  dyestuffs,  which  she  is 
distributing  all  over  the  world,  except  to  those  countries  which  have 
barred  German  dyestuffs. 

Senator  Moses.  Would  that  necessarily  affect  the  price  of  this 
market  ?    They  are  not  accessible  to  this  market  ? 
Mr.  Stone.  No  ;  they  are  not  accessible  to  this  market. 
Senator  La  Follette.  Do  we  export  that  color  ? 
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Mr.  Sttone.  I  doubt  if  we  do  in  any  substantial  quantity. 

Senator  La  Follette.  Then,  if  we  do  not,  you  would  not  be  affec- 
ted by  German  exports  to  other  countries.  The  price  would  not  be 
affected } 

Mr.  Stone.  Unless  those  other  countries  were  getting  the  business 
that  our  woolen  manufacturers  had  been  getting. 

Senator  Moses.  Just  what  do  you  mean  by  that,  Mr.  Stone?  Do 
you  mean  that  the  German  dyes  were  being  sent  to  other  countries, 
and  that  textiles  were  being  brought  here  in  competition  with 
American  textiles,  and  that  that  might  affect  the  price  of  dyes  in 
this  country? 

Mr.  Stone.  I  mean,  if  we  had  been  selling  our  products  in  Japan 
dyed  with  this  color,  that  if  our  manufacturers  had  lost  that  mani[et 
to  some  other  manufacturer,  then  we  would  be  deprived  of  the  sale 
of  the  black  through  our  fabrics. 

Senator  Moses.  What  do  you  say  about  bringing  in  fabrics  from 
Europe  dyed  with  colors  which  our  textile  people  could  not  get? 

Mr.  Stone.  I  do  not  consider  that  an  exceedingly  serious  question, 
because  I  believe  that  if  there  are  some  manufacturers  of  dyes  which 
are  highly  important  or  possess  unusual  properties,  that  those  manu- 
facturers  outside  of  America  would,  perhaps,  want  to  use  them  in 
fabrics  and  export  the  fabrics.  What  I  mean  here  is  that  if  the 
American  dyestuff  industry  is  not  properly  protected,  and  is  sub- 
merged, that  some  dav  there  is  a  possibility  of  those  countries  that 
control  the  dyestuffs  keeping  their  dyesturfs  in  those  countries  and 
using  them  in  their  textiles,  thus  destroying  the  American  textile 
industry. 

If  I  may  go  on,  gentlemen 

Senator  La  Follette  (interposing).  Had  you  finished  with  your 
citations  from  the  reports  of  the  Tariff  Commission  ? 

Mr.  Stone.  I  shall  not  make  any  more  citations  unless  you  wish 
them,  Senator  La  Follette,  except  one,  which  is  Congo  red,  if  I  .can 
locate  that  color.  Will  some  of  you  gentlemen  tell  me  the  number 
of  it? 

(^ongo  red — we  produced  a  substantial  amount  in  1918,  which  was 
sold  for  $2.01  per  pound,  average. 

In  1919  we  sold  it  for  $1.12  per  pound,  substantially  one-half  the 
price  of  1918. 

In  1920  we  sold  it  for  86  cents  per  pound,  which  is  another  sub- 
stantial reduction,  and  to-day  you  can  buy  Congo  red  on  the  Ameri- 
can market  at  50  cents  per  pound,  or  thereabouts. 

Senator  La  Follette.  You  have  selected  four  different  colors  from 
the  fist  published  by  the  Tariff  Commission.  Do  the  reports  from 
which  you  have  quoted  give  the  general  trend  of  the  prices  of  all  of 
the  dyes  manufactured  in  this  country? 

Mr.  Stone.  They  do,  Senator. 

Senator  La  Follette.  Do  they  state  in  some  summary  an  average 
for  each  year? 

Mr.  Stone.  That  is  what  I  have  just  quoted  prior  to  this.  In  1918 
our  price  was  $1.07. 

Senator  La  Follette.  You  have  quoted  the  average  of  the  particu- 
lar color  that  you  selected  from  that  list,  but  do  they  state  the  aver- 
age trend  of  prices  on  all  of  the  colors? 
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Mr.  Stone.  My  first  quotations,  if  I  may  set  you  aright,  Senator, 
were  on  our  total  production. 

Senator  La  Follette.  I  thought  direct  yellow  was  the  first  color. 

Mr.  Stone.  That  is  a  specific  case. 

Senator  La  Follette.  You  selected  four  specific  cases. 

Senator  Moses.  What  was  that  color? 

Mr.  Stone.  Congo  red. 

Senator  Moses.  Is  that  used  extensively  in  this  country? 

Mr.  Stone.  Not  so  much  now,  Senator  Moses.  We  have  replaced 
it  with  other  better  colors. 

Senator  Moses.  Where  is  Congo  red  chiefly  used  ? 

Mp;  Stone.  It  is  exported  as  a  rule,  I  believe. 

Senator  Moses.  To  what  country? 

Mr.  Stone.  I  think  that  I  would  have  to  name  most  of  the  textile 
countries  of  the  world. 

Senator  Moses.  Is  not  that  a  very  popular  color  in  the  Orient? 

Mr.  Stone.  It  is,  I  am  told. 

Senator  Moses.  And  used  very  much  in  the  textile  mills  in  India. 

Mr.  Stone.  We  can  assume  so. 

I  stated  that  the  average  price  of  dyes  had  not  come  down  sub- 
stantially, as  reported  by  the  Tariff  Commission,  for  the  vears  1918, 
1919,  and  1920. 

Senator  La  Follette.  Did  you  state  the  price  for  1921  up  to  the 
present  time,  so  far  as  you  know  it;  the  average?  What  is  the  trend 
of  prices  on  all  of  the  colors? 

Mr.  Stone.  I  would  have  to  guess  that. 

Senator  La  Follette.  You  would  not  know  that  ? 

Mr.  Stone.  No  ;  that  is  not  public  property  yet. 

Senator  La  Follette.  May  I  ask  you  to  state  again,  if  you  please, 
what  companies  you  represent? 

Mr.  Stone.  One  company. 

Senator  La  Follette.  Just  one  company? 

Mr.  Stone.  Yes,  sir ;  the  Atlantic  Dyestuff  Co. 

Senator  La  Follette.  Is  that  a  manufacturing  concern  that  manu- 
factures dyes  exclusively,  or  is  it  a  general  chemical  manufacturing 
plant? 

Mr.  Stone.  They  manifacture  coal-tar  products  exclusively. 

Senator  La  Follette.  What  is  the  capitalization  ? 

Mr.  Stone.  $100,000, 1  believe,  is  the  capital  stock. 

Senator  La  Follette.  Is  it  paid  in  in  cash  ? 

Mr.  Stone.  I  think  that  it  would  be  better  to  say  in  cash  and  the 
equivalent  of  cash. 

Senator  La  Follette.  In  cash  and  property  ? 

Mr.  Stone.  Cash  and  property ;  yes,  sir. 

Senator  La  Follette.  When  was  it  organized  ? 

Mr.  Stone.  In  1916, 1  believe. 

Senator  La  Follette.  Are  you  an  officer  of  that  company? 

Mr.  Stone.  Vice  president. 

Senator  La  Follette.  What  salary  does  that  company  pay  to  its 
president  ? 

Mr.  Stone.  That  I  do  not  know,  Senator. 

Senator  La  Follette.  What  salary  does  it  pay  you  ? 

Mr.  Stone.  That  I  do  not  think  you  want  me  to  answer,  Senator. 

Senator  La  Follette.  Yes ;  I  do.    I  want  vou  to  answer  it. 
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The  Chairman.  Mr.  La  FoUette  wants  you  to  answer  it,  but  you  do 
not  have  to  answer  it  if  you  do  not  want  to. 

Senator  La  Follette.  I  am  not  certain  about  that,  Mr.  Chairman. 

The  Chairman.  We  can  consider  the  question  of  drastic  proceed- 
ings, if  necessary;  but  in  the  meanwhile  the  witness  declines  to 
answer. 

Senator  La  Follette.  I  think  that  if  the  testimony  taken  before 
this  committee  is  to  have  any  value  at  all,  we  ought  to  have  all  the 
facts  that  bear  upon  the  profits  of  the  company. 

Senator  Simmons.  I  think  that  is  a  very  pertinent  question  to  this 
inquiry.  We  are  trying  to  get  at  the  cost  of  production  in  this 
country,  and  that,  I  understand,  is  one  of  the  fundamental  principles 
underlying  all  tariff  legislation. 

Senator  La  Follette.  I  think  it  is  basic.  I  think  we  are  wasting 
time  here,  Mr.  Chairman,  unless  we  go  right  to  the  bottom  of  this 
whole  business  and  find  out  how  much  money  is  actually  invested  in  a 
business,  find  out  the  cost  of  production  for  every  unit  of  production. 
All  of  these  companies  know,  to  the  last  fraction,  the  cost  price  of  the 
production  of  everything  that  they  are  turning  out.  Then  we  want 
to  know  what  part  of  the  cost  of  production  of  every  unit  is  labor 
and  what  part  is  capital,  what  part  is  overhead  and  what  part  is 
represented  in  all  the  items  that  go  to  make  the  cost  balance  sheet. 

Senator  Simmons.  They  rest  their  case  absolutely  on  that. 

Senator  La  Follette  (continuing).  What  percentage  of  profit  they 
make  on  their  capital.  Then  we  ought  to  get,  as  far  as  possible,  that 
same  information  with  respect  to  the  competing  industries  abroad. 
Then  we  have  got  a  real  basis  for  scientific  tariff  making.  Without 
that  I  think  we  are  just  fanning  the  air  here,  mainly. 

Senator  Simmons.  Why,  certainly. 

Senator  La  Follette.  I  believe  that  the  witnesses  who  appear  in 
as  important  a  proceeding  as  this  ought  to  all  be  sworn  and  they 
ought  to  be  required  to  answer. 

The  Chairman.  I,  personally,  do  not  see  any  objection  from  the 
witness'  point  of  view  to  his  telling  the  committee  what  salary  he 
receives.  It  is  a  matter  of  common  knowledge,  ultimately,  to  a  large 
number  of  people. 

Senator  La  Follette.  I  will  just  withdraw  that  question  for  a 
moment. 

Mr.  Stone.  Thank  you.. 

Senator  La  Follette.  In  what  State  is  your  company  organized 
and  incorporated  ? 

Mr.  Stone.  Massachusetts. 

Senator  La  Follette.  Did  you  not  have  to  file  an  official  statement 
with  the  secretary  of  state  or  some  other  State  official  ? 

Mr.  Stone.  Yes,  sir. 

Senator  La  Follette.  As  to  your  earnings  and  capitalization  and 
expenditures?  I  do  not  know  just  what  aetail  is  required,  but  in 
many  States  the  detail  is  sometimes  very  extended.  You  have  to  file 
such*  a  statement  as  that,  do  you  not  ? 

Mr.  Stone.  We  do.  Just  what  the  statement  is  I  am  frank  to  say 
I  do  not  know.  Not  being  the  treasurer,  and  the  document  not  being 
before  me  that  we  have  to  file,  I  could  not  say  positively  what  infor- 
mation it  carries,  sir. 
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I  am  thoroughly  in  sympathy  with  you,  Senator  La  Follette.  Let 
me  say  that.  I  believe  that  you  gentlemen  here  are  entitled  to  every 
bit  of  information  that  will  enable  you  to  come  to  an  intelligent  and 
correct  solution  of  this  question. 

Senator  La  Follkite.  I  can  understand  perfectly  well  that  one 
official  of  a  company  or  one  company  would  be  very  reluctant  to  have 
entered  upon  the  record  these  facts  with  respect  to  their  company 
unless  similar  facts  are  to  be  required  as  to  all.  I  think  they  should 
be  required  as  to  all  and  that  they  should  all  come  before  the  com- 
mittee and  frankly  state  all  of  these  matters  that  go  to  the  real 
basis  of  making  a  tariff  that  shall  be  amply  protective  but  not 
excessively  prot^tive. 

Senator  Watson.  The  whole  question  of  the  tariff,  from  the  Re- 
publican standpoint,  is  the  difference  in  the  cost  of  production  at 
home  and  abroad.  I  do  not  see  how  we  are  ever  going  to  get  at  that 
difference  unless  we  know  all  the  facts. 

Mr.  Stonb.  Let  me  say  this,  Senators  La  Follette  and  Watson,  that 
the  company  which  I  represent  is  ready  to  file  with  you  the  informa- 
tion which  appears  proper  and  which  you  gentlemen  feel  that  you 
would  require.  Further,  we  will  summarize  this  information  for 
you,  if  you  please,  if  you  will  indicate  how  this  information  should 
come  to  you. 

We,  Mr.  Penrose,  want  to  help  you  gentlemen. 

Senator  La  Foixette.  That  is  a  very  fine  spirit,  permit  me  to  say. 

Mr.  Stonb.  The  Atlantic  Dyestuff  Co.  is  going  the  limit  to  help 
you  gentlemen  to  see  that  it  is  only  an  embargo,  like  Senator  Watson 
has  in  mind,  that  will  save  us  from  being  absolutely  swallowed  up. 

Senator  Watson.  A  statement  of  that  kind,  of  course,  coming  from 
you  is  valuable  only  as  it  is  based  on  facts.  We  want  to  know  the 
facts.  You  make  these  dyes  and  they  are  also  manufactured  in  Ger- 
many. What  is  the  difference  in  labor  cost  and  in  overhead  expenses 
and  in  salaries  in  your  company  and  the  competing  companies  in 
Germany?  How  else  are  we  to  get  at  this?  We  must  know  the  dif- 
ference in  the  cost  of  production  at  home  and  abroad.  That  is  the 
whole  basis  of  tariff  legislation. 

Mr.  Stone.  I  am  in  full  sympathy  with  your  statement. 

Senator  La  FoujarrTB.  May  I  just  say,  Mr.  Chairman,  that  I  have 
started  to  work  out — I  have  not  completed  it — a  list  of  questions 
which  I  think  the  committee  ought  to  require  every  party  interested 
in  this  tariff  measure  to  answer.  I  will  have  completed  them,  per- 
haps, by  to-morrow's  session,  and  I  would  like  to  submit  them  at 
this  time  for  the  committee's  consideration.  I  have  before  me  a  list 
of  questions,  but  I  think  the  number  of  questions  can  be  reduced. 
My  idea  would  be  to  simplify  it  to  the  least  number  of  questions  that 
are  essential  to  a  right  understanding  of  the  problem  before  us. 

Senator  Sim^ions.  Are  those  questions  addressed  only  to  the  dye 
manufacturers?  ^ 

Senator  La  Folubttb.  Oh,  no ;  they  are  questions  that  ought  to  be 
asked,  I  think,  of  every  party  interested  in  this  bill. 

I  will  ask  you  to  state,  if  you  can,  the  various  products  that  your 
company  puts  upon  the  market. 

Mr.  Stonb.  Let  me  state  them  rather  as  a  group  or  groups,  sir. 
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Senator  La  FoixxrrrB.  How  long  a  list  would  it  be  if  you  gave  us 
the  entire  list,  if  you  furnished  us  a  list  of  your  various  manufac- 
tures? 

Mr.  Stone.  Very  short;  four  dozen,  perhaps. 

Senator  Simmons.  It  is  a  quarter  past  12  now,  and  some  of  us 
have  to  be  over  at  the  Capitol.  We  usually  take  a  recess  at  noon.  I 
suggest  that  we  take  a  recess  now  and  finish  this  when  we  come 
back. 

Senator  La  Fomjbttb.  That  is  entirely  satisfactory  to  me. 

The  Chaibman.  In  view  of  the  fact  that  most  of  the  members  of 
the  committee  desire  to  go  to  the  floor  of  the  Senate  for  a  brief 
period,  the  committee  will  stand  in  recess  until  half-past  2  oVlock 
this  afternoon.  Meanwhile,  the  witnesses  are  excused  until  that 
time. 

(Whereupon,  at  12.15  o'clock  p.  m.,  the  committee  took  a  recess 
until  2.80  o'clock  p.  m.) 

■ 

AFTER   RECESS. 

The  committee  reconvened  at  the  expiration  of  the  recess,  Senator 
McCumber  presiding. 

Senator  McCumber.  The  committee  will  come  to  order. 

Mr.  Choate.  Mr.  Chairman,  in  the  interest  of  time  savins:  I  should 
like  to  make  a  suggestion.  The  questions  of  Senators  La  Follette 
and  Watson  at  the  end  of  the  morning  session  indicated  a  desire, 
which  perhaps  the  committee  will  share,  to  be  informed  as  to  the 
capitalization  and  profits  of  substantially  all  of  the  companies  in  the 
business.  Of  course,  the  witnesses  who  are  here  are  not  specially  pre- 
pared upon  that  subject  in  such  manner  as  would  enable  them  to  give 
satisfactory  information. 

Again,  many  of  these  witnesses  have  left  because  of  the  chairman's 
suggestion  that  only  one  or  two  should  be  heard  from  each  branch 
of  uie  industry.  Accordingly,  it  will  be  impossible  to  give  that  in- 
formation in  such  way  as  the  committee  would  like  to  have  it,  if  they 
want  it  at  this  time,  and  I  do  not  know  of  any  way  in  which  it  can  he 
done  in  the  ordinary  course  of  the  hearing  unless  the  committee 
should  hold  a  new  set  of  hearings  later  after  a  lapse  of  such  time  as 
would  enable  those  companies  to  prepare  this  information. 

They  want  to  help  the  committee  by  furnishing  all  the  informa- 
tion that  can  be  given.  They  would  request  that  any  such  informa- 
tion be  withheld  from  their  competitors,  and  above  all,  from  their 
German  rivals;  but  they  stand  ready  to  answer  any  questions  that 
may  be  asked  them,  and  if  the  committee  desires  such  information  and 
will  formulate  such  questions  as  they  desire  to  ask,  a  little  question- 
naire, or  a  big  one,  for  that  matter,  I  can  say  for  the  great  majoritv 
of  the  companies  in  the  business  the  committee  will  receive  frank  and 
complete  answers,  and  that  the  companies  will  furnish  witnesses  to 
be  cross-examined.  That  would  save  a  great  deal  of  time  and  would 
enable  you  to  close  up  this  branch  of  the  hearing,  wi*th  one  excep- 
tion, and  would  enable  you  to  get  at  those  facts  thoroughly  instead 
of  partially  and  in  piecemeal.  I  apologize  for  making  a  suggestion 
on  a  subject  on  which  the  committee  is  wiser  than  T,  but  I  do  it  for 
what  it  is  worth. 
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Senator  McOumrer.  The  committee  will  take  it  under  considera- 
tion.   The  next  witness  is  Dr.  Ed^ar  Fahs  Smith. 

Mr.  Choate.  Dr.  Smith  was  obliged  to  go  back  to  Philadelphia, 
Mr.  Chairman,  on  account  of  the  illness  or  his  wife  and  one  of  his 
children  who  have  appendicitis.  I  do  not  think  it  will  be  possible  to 
get  him  to  come  back,  m  view  of  the  fact  that  he  was  here  once  before 
and  was  a  minute  late  and  was  told  that  he  could  not  be  heard,  unless 
the  committee  asked  him  to  return.  He  is  a  very  important  witness. 
He  is  president  of  the  American  Chemical  Society  and  was  acting 
provost  of  the  University  of  Pennsylvania.  I  think  he  has  some- 
thing that  you  ought  to  hear;  but  I  do  not  think  it  will  be  possible 
to  get  him  except  on  the  invitation  of  the  committee. 

He  had  to  go  back  to  Philadelphia.  May  I  say  that  his  return 
will  be  at  the  invitation  of  the  committee? 

Senator  La  Follette.  I  think  in  view  of  his  position  in  one  of 
the  strong  companies 

Mr.  Choate.  It  is  not  a  company ;  he  is  president  of  the  American 
Chemical  Societv.    He  is  a  scientist. 

Senator  La  Follette.  I  think  the  committee  would  like  to  hear 
him.    I  am  sure  I  would. 

Senator  McCumher.  I  do  not  know  whether  it  is  the  pleasure  of 
the  committee  to  sit  to-morrow  or  not. 

Senator  Smoot.  We  will  have  to  sit  to-morrow  if  we  are  going  to 
get  through. 

Senator  McCumber.  I  am  perfectly  willing,  but  I  do  not  know 
whether  the  committee  would  be  willing  to  do  it.  You  had  better 
have  him  here  to-morrow,  Mr.  Choate. 

Mr.  Choate.  He  has  sickness  in  his  family,  but  I  know  he  would 
come  if  the  committee  would  ask  him. 

Senator  McCumber,  Very  well ;  that  matter  will  be  held  in  abey- 
ance. I  believe,  Mr.  Stone,  you  had  not  completed  your  testimony 
when  the  committee  took  a  recess. 

Mr.  Stone.  Not  quite,  Mr.  Chairman. 

STATEMENT  OF  CHABLES  H.  STONE,  VICE  PRESIDENT  ATLANTIC 
DYESTX7FF  CO.,  BBOOKLINE,  MASS. — ^Resumed. 

Mr.  Stone.  At  the  time  the  recess  was  taken,  Mr.  Chairman,  I  had 
shown  the  conunittee,  I  hope,  that  two  of  the  three  functions  of  the 
American  dyestuff  industry  as  some  of  us  conceive  it  have  been  rea- 
sonably well  fulfilled  during  these  past  two  or  three  years;  that  is, 
the  supplying  of  dyestufFs  to  the  American  consumers  in  a  reasonable 
quantity  ana  at  a  reasonable  price. 

Senator  Smoot.  Before  you  proceed  further,  in  order  that  I  may 
know  what  goods  you  are  making,  will  you  kindly  tell  me  what  you 
are  manufacturing? 

Mr.  Stone.  Chiefly  in  dyestuffs  sulphur  colors.  Senator  Smoot. 

Senator  Smoot.  Sulphur  blacks  and  all  the  sulphur  colors? 

Mr.  Stone.'  Black,  blue,  brown,  yellow,  etc. 

Senator  Smoot.  You  say  "  chiefly."    What  else  are  you  making  ? 

Mr.  Stone..  A  few  of  the  azo  or  direct  colors,  two  or  three  of  the 
basic  colors,  one  or  two  developed  colors,  an  acid  color  or  two,  and 
we  are  still  selling  a  chrome  yellow  which  we  made  during  the 
war  for  war  purposes,  the  coloring  for  khaki,  of  which  we  have  a 
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stock  on  hand.  Whether  ^e  shall  make  that  again  depends  upon  the 
market. 

Senator  Smoot.  What  is  the  amount  of  your  manufactured  product 
per  year? 

Mr.  Stone.  I  think  last  year  we  produced — and  I  believe  I  can  give 
this  information  without  anyone  taking  exception  to  it  or  taking 
advantage  of  it — five  or  six  or  seven  million  pounds  of  dyestuffs,  a 
substantial  quantity. 

Senator  Smoot.  I  thought  you  were  one  of  the  little  ones. 

Mr.  Stone.  Well,  Senator,  we  are,  but  we  happened  to  be  making 
quantity  products. 

Senator  La  Foluette.  Was  not  that  approximately  a  quarter  of 
the  total  production  of  the  country,  or  a  fifth  ? 

Mr.  Stone.  Not  quite.  It  was  7  or  8  or  9  per  cent.  The  total  pro- 
duction in  pounds  was  88,000,000. 

Senator  La  Follette.  Well,  in  value.  I  understood  that  you  were 
giving  you  the  value  of  your  products. 

Mr.  Stone.  I  was  giving  the  tonnage.  In  value  our  production 
would  run  below  that  of  the  average  manufacturer. 

Senator  Smoot.  But  you  make  about  one-ninth  of  the  production? 

Mr.  Stone.  Say,  from  one-ninth  to  one-twelfth  in  tonnage. 

Senator  Smoot.  You  must  excuse  me  for  asking,  because  I  thought 
from  the  opening  statement  you  made  that  you  were  just  a  little 
manufacturer  and  appearing  here  for  yourself  and  not  for  the  great 
industry  for  whose  salvation  you  are  pleading. 

Mr.  Stone.  I  am  appearing  for  the  Atlantic  specifically.  Senator, 
but  I  feel  that  anyone  coming  before  you  should  not  ask  to  take  up 
your  time  mereh'  to  speak  "for  a  imit  that  is  no  larger  than  could  be 
held  in  your  hand.  I  have  some  information  that  I  feel  you  gentle- 
ment  could  use  to  advantage,  and  as  I  have  been  in  the  dyestuff  busi- 
ness for  18  or  20  years  I  feel  that  you  should  have  the  advantage 
of  whatever  information  I  can  give  you. 

Senator  La  Foixette.  Are  you  a  member  of  the  American  Dyes 
Institute  ? 

Mr.  Stone.  We  are. 

Senator  La  Follette.  Will  you  describe  that  association  ? 

Mr.  Stone.  If  you  will  indicate  the  angle  at  which  you  wish  in- 
formation. Senator,  perhaps  I  can  give  it  to  you  better. 

Senator  La  Follette.  When  was  it  formecl  ? 

Mr.  Stone.  My  recollection  is  that  it  was  formed  early  in  1918. 

Senator  La  Follette.  Early  in  1918? 

Mr.  Stone.  Yes.    I  mav  be  off  a  few  months  in  that  statement. 

Senator  La  Follette.  For  what  purpose  was  it  formed  ?  Why  did 
your  company  join  it? 

Mr.  Stone.  I  guess  fhe  best  broad  answer  is  that  the  steel  industry 
has  the  steel  institute,  the  packing  industry  has  an  association  of 
packers,  and  other  industries  have  their  associations  which  draw  the 
men  together  and  enable  them  to  get  acquainted  and  generally  pro- 
mote good  feeling  among  the  members  of  the  industry.  I  was  not  a 
charter  member  and  was  not  directly  concerned  in  the  formation  of 
the  American  Dyes  Institute.  However,  that  is  my  conception  of  the 
reasons  for  which  it  was  formed. 

Senator  La  Follette.  On  what  terms  did  your  company  become 
a  member  of  the  association? 
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Mr.  Stone.  Again  I  shall  have  to  give  you  a  general  answer.  Sen- 
ator, and  I  would  say  that  we  became  members  upon  the  terms  that, 
if  you  please,  are  laid  down  in  the  by-laws  of  tne  association. 

Senator  La  Follette.  Do  you  pay  a  membership  fee  for  your  c  on- 
nection  with  the  association? 

Mr.  Stone.  Just  as  you  pay  club  dues  if  you  belong  to  the  Chevy 
Chase  Club  or  to  any  club  m  your  home  town.    I  would  say  yes. 

Senator  La  Follette.  Do  you  all  pay  the  same  amount,  as  you 
understand  it? 

Mr.  Stone.  I  do  not  understand  that  we  do. 

Senator  La  Follette.  Is  it  based  upon  the  amount  of  production — 
the  assessment  that  is  made  for  membership  dues? 

Mr.  Stone.  That  is  really  a  question  for.  and  I  must  say  also  that 
the  answer  to  your  previous  question  should  be  answered  by,  one  of 
the  members  of  the  board  of  governors  of  the  Dye  Institute.  I  am 
not  a  member  of  the  board  of  governors  and  I  should  not  take  it  upon 
myself  to  answer  questions  for  them,  because  I  am  not  so  delegated. 

Senator  La  Folleti'e.  You  can  answer  as  to  the  terms  of  the  con- 
nection of  your  own  company? 

Mr.  Stone.  In  so  far  as  I  can  I  shall  be  glad  to  do  so. 

Senator  La  FoLiiETTE.  What  assessment  is  made  against  your 
companv  for  dues? 

Mr.  bTONE.  I  would  have  to  go  into  our  records  and  see,  Senator. 

Senator  La  Follette.  Do  you  not  know? 

Mr.  Stone.  I  do  not  know. 

Senator  La  Follette.  Have  you  never  heard? 

Mr.  Stone.  I  would  say  yes.  I  am  quite  confident  that  we  have 
had  an  assessment,  but  as  to  the  amount  'I  can  not  say.  Senator. 

Senator  La  Follette.  Was  it  as  much  as  $25,000  a  year? 

Mr.  Stone.  I  believe  that  some  one  published  the  financial  report 
of  the  institute ;  perhaps  in  the  Congressional  Record.  Am  I  right. 
Senator  McCumber? 

Senator  McCumber.  I  am  not  aware. 

Mr.  Stone.  Maybe  Senator  Smoot  can  answer. 

Senator  Smoot.  Yes;  I  have  it  here. 

Mr.  Stone.  If  you  have  it  there,  perhaps  that  would  indicate  that 
the  Atlantic  would  not  be  assessed  $25,000. 

Senator  Smoot.  I  do  not  know  whether  this  is  the  one.  Perhaps 
I  had  better  read  it  and  you  can  see  if  it  is  the  one.  This  is  an 
itemized  statement,  beginning  with  "Hotel  biljs,  $7,670.28;  tips, 
meals,  hotel  taxi  cab,  etc.,  $876.66;  Evarts,  Choate,  Schurman,  and 
Leon,  fee,  up  to  October  10,  1920,  $25,000;  Judge  J.  Harrv  Coving- 
ton, $25,000;  Evarts,  Choate,  Schurman,  and  Leon,  «foseph  H. 
Choate,  jr.,  traveling  expenses  to  Paris,  $1,505.01 ;  payment  on  ac- 
count of  Paris  trip,  Joseph  H.  Choate,  jr.,  $3,494.90 ;  Evarts,  Choate. 
Schurman,  and  Leon,  $1,020.96:  various  expenses  incident  to  dis- 
tribution of  A,  D.  I.  pamphlet  (that  is  the  one  that  they  delivered 
to  us  last  year),  $872.93;  expense  incidental  to  distribution  done  by 
legislative  committee,  $497.12;  article  prepared  and  published, 
$301.29 ;  Congressional  Record,  for  printing,  $328.91 ;  supplying,  ad- 
dressing, and  mailing  postals,  envelopes,  in  congressional  dyestuflP 
hearings,  $568.82." 

Is  that  the  one  to  which  you  have  reference? 
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Mr.  Stone.  That  is  the  one  to  which  JE  have  reference,  Senator 
Smoot. 

Senator  Smoot.  That,  I  will  say,  is  in  the  record. 

Mr.  Stone.  That  total  there  is,  perhaps,  around  $100,000,  is  it  not, 
1  f  it  is  totaled  ? 

Senator  Smoot.  It  is  $104,932.61.    That  is  for  the  one  year? 

Mr.  Stone.  Yes.  A  deduction  along  these  lines  would  indicate  that 
the  amount  we  were  assessed  would  be  comparatively  small.  We  have 
82  separate  independent  dyestuff  manufacturers  m  America.  We 
have  about  115  separate  independent  intermediate  manufacturers  in 
America. 

Senator  Smoot.  You  must  pay  in  accordance  with  your  production, 
because  the  little  man  would  not  pay  as  much  as  you  do. 

Mr.  Stone.  Perhaps  that  is  true.  Then  we  have  a  number  of  crude 
manufacturers  and  a  number  of  these  manufacturers,  I  believe,  are 
members  of  the  institute. 

Mr.  Metz.  This  paper  gives  the  number  and  the  proportionate 
amount. 

Senator  Smoot.  Then  it  is  on  an  assessment  basis? 

Mr.  Stone.  It  is  on  an  assessment  basis. 

Mr.  Metz.  I  am  assessed  there  twice  as  much  as  Mr.  Stone.  I  have 
all  that  information  if  you  want  it.  I  hope  there  is  not  any  secret 
about  it,  so  far  as  the  institute  is  concerned. .  There  should  not  be, 
The  total  amount  is  about  $100,000,  so  you  can  figure  the  assessment 
for  that  year.  Some  of  them  have  not  paid  and  I  guess  they  never 
will  pay. 

Senator  Smoot.  Perhaps  the  Congressional  Record  is  wrong  as  to 
that  $104,000,  but  it  does  say  "  The  high  cost  of  lobbying  for  the 
establishment  of  a  dye-licensing  system  is  shown  in  the  financial 
statement  of  the  American  Dye  Institute  for  March  9,  to  the  mem- 
bers of  the  institute."  This  does  not  show  all  the  expense  of  the 
institute ;  this  shows  only  the  lobby  that  is  going  on  for  this  embargo. 
Do  you  know,  Mr.  Stone,  how  much  the  total  expense  was  for  that 
year? 

Mr.  Stone.  I  do  not  know,  Senator. 

Senator  La  Follette.  Do  you  know  how  much  your  total  contribu- 
tion was  for  that  year? 

Mr.  Stone.  Our  books  would  show  that  information,  Senator,  but 
I  do  not  know  what  it  was. 

Senator  Smoot.  It  would  be  about  one-ninth  of  the  amount,  what- 
ever it  was. 

Mr.  Stone.  I  hope  that  it  is  not  that  much  because  the  money  value 
of  our  production  would  not  be  one-ninth  of  the  money  value  of  all 
the  production  of  colors,  if  you  please. 

Senator  La  Fouuette.  You  were  about  to  proceed  when  I  inter- 
rupted you,  Mr.  Stone. 

Mr.  Stone.  The  quality  of  American  dyes  has  been  attacked.  I 
have  shown  you  the  two  other  things,  quantity  and  price,  as  being 
reasonable.  vVe  people  who  are  making  dyes  in  this  country  feel  that 
the  quality  of  them  is  on  a  parity  with  the  quantity  and  the  reason- 
ableness of  the  price. 

I  would  like  to  give  you  gentlemen  first  of  all,  if  I  am  not  making 
myself  ridiculous  for  wearing  old  clothes  in  these  days  when  every- 


448  TARIFF   HEARINGS. 

body  is  trying  to  economize,  a  tangible  illustration  of  what  I  have  in 
mind.  The  fabric  in  the  suit  that  I  have  on  was  made  by  the  American 
Woolen  Co.  in  1917,  and  it  was  dyed  with  dyestuffs  made  by  the  W. 
Beckers  Aniline  &  Chemical  Co.  before  that  company  became  a  part 
of  the  National  Aniline  Co.  The  suit  has  been  worn,  as  you  see.  I 
call  your  attention  to  the  color  fastness.  If  the  color  on  my  shoulder 
after  a  number  of  years'  service  is  as  clear  and  bright  as  the  color 
under  the  lapel,  then  there  certainly  must  not  be  found  any  fault  with 
the  quality  of  the  dyestuff ,  especially  in  view  of  the  fact  that  there  is 
no  rubbing  on  my  cuffs  or  Ao  i^bbing  on  m j  linen  anywhere.  In  other 
words,  the  fastness  of  the  color  is  perfect ;  it  is  perfect  as  to  rubbing : 
it  is  as  brilliant  as  you  want.  I  believe  Senator  McCumber  has  on 
something  nearly  like  it,  perhaps  dyed  with  American-made  dyes. 
Blue  colors  for  serges  are  important,  because  they  constitute  one  of 
the  large  items  of  American  dye  requirements. 

Let  us  go  to  another  large  item.  Black,  of  course,  is  used  in  the 
largest  quantity  of  any  dyestuff  that  is  made.  We  have  the  1919  report 
of  uie  Tariff  Commission  before  us,  and  on  page  10  we  find  this  state- 
ment: 

Sulphur  black,  which  is  consumed  in  the  United  States  in  larger  amounts  than 
any  other  color,  was  produced  to  the  extent  of  fourteen  and  a  half  miUion 
pounds  by  13  manufacturers.  Some  of  the  American  brands  are  superior  in 
quality  to  the  best  products  imported  from  Germany  before  the  war.  Another 
notable  achievement  was  the  production  of  indigo,  etc. 

Senator  MoCumber.  You  are  reading  from  the  report  of  the  Tariff 
Commission  ? 

Mr.  Stone.  Yes,  sir. 

Senator  Smoot.  Nobody  has  claimed,  as  I  have  heard,  during  this 
discussion  that  sulphur  blacks  were  not  just  as  good  made  in  America 
as  anywhere  else. 

Mr.  Stone.  Sulphur  black  constitutes  a  very  large  percentage  of 
our  dysetuff  consumption.  We  make  a  great  many  other  colors  that 
are  equally  satisfactory,  perhaps,  when  they  are  intelligently  and 
properly  applied  on  the  proper  fiber.  You  have  had  evidence  ad- 
mitted that  the  American  made  dyes  did  not  meet  the  requirements  of 
the  witness. 

Senator  Smoot.  That  is,  some  dyes ;  not  the  staple  dyes. 

Mr.  Stone.  That  is  some  dyes.  We  know  that  at  the  outbreak  of 
the  war  there  were  a  great  many  dyestuffs  in  America  of  German  and 
other  origin.  We  know  that  in  the  scramble  for  dyes — ^you,  Senator 
Smoot,  know  what  it  was,  because  your  superintendent  had  to  scram- 
ble with  the  others — in  the  scramble  for  dyes  everybody  got  as  many 
dyes  as  he  possibly  could,  regardless  of  quantity  or  price. 

As  a  practical  dyestuff  man,  I  can  easily  understand  how  a  hat 
manufacturer  would  buy,  if  you  pleafee,  indigotine  or  some  other  ex- 
ceedingly fugitive  color  for  dyeing  his  hats  which  should  not  any 
more  be  used  on  hats  than  the*  essence  of  the  green  grass  out  there, 
and,  as  one  of  the  gentlemen  suggested  the  other  day,  he  would  have 
to  turn  it  around  m  the  window  to  have  it  the  same  color  on  either 
side. 

Senator  Smoot.  He  did  say,  however,  that  his  blacks  were  just  as 
good  in  American  dyes  as  the  German  dyes. 

Senator  McLean.  His  complaint  was  with  regard  to  brown  and 
steel  colors. 
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Mr.  Stone.  Indigotine  was  used  perhaps  for  dyeing  hats  when  it 
should  not  have  been.  Indigotine  goes  right  through  anything  that 
vou  can  put  it  on,  Senator  Smoot,  regardless  of  how  thick  it  is  felted. 
It  is  so  fugitive  to  light  that  it  is  out  within  a  few  hours.  It  is  the 
misapplication  of  dyes,  applying  them  to  a  use  or  to  a  fiber  for 
Avhicn  they  were  not  manufactured. 

Congo  red  was  discussed  here  this  morning.  Some  of  our  Ameri- 
can textile  manufacturers  used  Congo  for  a  pink  in  1916.  Congo  is 
so  fugitive  that  if  Mr.  Choate  were  telling  you  about  it  he  would  tell 
you  that  it  runs  so  fast  that  a  man  could  not  keep  up  with  it.  It  is 
the  misuse  of  the  American  dyes  and  not  their  poor  fastness  that  has 
caused  us  the  trouble. 

Senator  Smoot.  I  can  imagine  a  dyer  dyeing  24  dozens  at  once  and, 
finding  it  no  good,  not  wanting  to  use  it  a^ain. 

Mr.  Stone.  I  can  appreciate  his  viewpomt,  and  as  a  manufacturer 
and  distributor  of  dyes,  having  been  connected  with  it  all  during  the 
war,  I  have  felt  and  I  have  told  many  of  the  customers  of  the  Ameri- 
can manufacturers  that  if  they  would  frankly  put  their  dyeing  prob- 
lems up  to  the  American  manufacturers  the  chances  were  100  to  1 
that  there  would  be  no  misfits,  if  I  may  use  that  word,  of  dyes.  No 
indigotine  would  go  on  hats  and  no  direct  black  would  go  on  hosier}'. 

I  believe  that  a  good  deal  of  the  opposition  to  the  American  dye- 
stuflf  industry  is  based  on  the  belief  that  there  is,  or  is  to  be,  a  monop- 
oly' of  dye  manufacturers,  or  a  dye  manufacturer  monopolizing  the 
American  market.  I  would  like  to  direct  your  attention  to  these 
facts,  which  are  proven  by  the  records  of  the  Tariff  Commission,  to 
controvert  any  thought  or  accusation  of  a  dye  monopoly.  The  Tariff 
Commission  report  for  1920  shows  that  there  are  about  24  producers 
of  crude  materials  in  the  United  States  which  are  used  in  coal-tar 
dye  making,  and  such  important  crudes  as  benzine,  naththaline,  an- 
thracene, and  a  few  others  are  made  by  from  5  to  13  different  inde- 
pendent manufacturers. 

Again,  we  find  there  are  about  116  producers  of  intermediates 
used  by  the  dye  makers  in  the  United  States,  and  such  important 
intermediates  as  aniline  oil,  anthraquinone,  beta  naphthol,  benidine 
base,  dimephylaniline,  H.  acid,  monochloro  benzol,  nitrobenzol, 
R.  acaid,  refined  naphthalene,  salicylic  acid,  and  xylidinc  are  made 
by  from  6  to  IG  separate  independent  makers. 

Again,  we  find  there  are  82  separate  dyestuff  manufacturers  in 
the  United  States  of  finished  coal-tar  dyes,  making  in  the  year  1920 
360  individual  separate  dyes.  Such  important  dyes  as  alizarine 
vellow,  fast  red,  chrome  black,  acid  black,  bismarck  brown,  benzo 
blue,  direct  black,  magenta,  methyl  violet,  methylene  blue,  nigrosine, 
and  sulphur  black  are  made  by  from  8  to  16  different  independent 
concerns. 

Further,  there  are  three  different  independent  manufacturers  of 
synthetic  indigo  in  America,  and  three  others  that  I  know  of — the 
finglish  dye  trust,  the  Swiss  dye  trust,  and  the  German  dye  trust. 

In  so  far  as  I  have  been  able  to  determine,  there  are  no  interlock- 
ing directors  among  the  American  dyestuff  manufacturers. 

Further,  we  may  say  tliat  a  number  of  the  dyestuff  companies  are 
family  owned  affairs,  and  we  could  mention  as  instances  the  Du  Pont 
Co.,  the  (jrasselli,  and  others     So  far  as  I  can  determine,  no  com- 
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pany  in  the  United  States  controls  any  single  one  of  the  materials 
which  are  used  in  making  any  one  of  the  important  dyes  required  by 
the  American  dyestuff  consumers. 

We  also,  in  connection  with  the  monopolies,  should  review  what 
the  American  dyestuff  manufacturer  ana  the  American  public  face 
in  the  other  countries  producing  coal-tar  dyestuffs. 

We  have  just  had  the  report  of  the  English  dyestuff  conmiission, 
a  commission  from  Parliament,  which  investigated  the  matter,  and 
which  Mr.  Choate  mentioned  this  morning,  showing  that  the  British 
dyestuff  corporation,  the  stock  of  which  is  partially  owned  by  the 
British  Government,  produces  substantially  75  per  cent  of  all  the 
dyes  made  in  Great  Britain.  Here  we  evidently  have  a  pretty  tight 
monopoly.  If  we  go  to  France  we  find  that  the  French  Government 
has  assisted — perhaps  subsidized — the  French  dyestuff  makers.  We 
also  find  that  the  French  Government  has  placed  so  high  a*tariff  on 
dyes  entering  France  that  in  some  cases  the  tariff  is  much  higher  or' 
amounts  to  much  more  than  the  present  American  valuation  of  the 
dyestuffs  in  question. 

We  could  go  on  to  Switzerland,  which  is  an  important  coal-tar 
dyestuff  producer.  She  has  been  making  dyestuffs  and  colors  in 
Basel  since  1792,  if  my  memory  is  good.  We  find  that  our  Swiss 
friends,  who  are  separated  by  the  Rhine  from  Germany,  have  adopted 
many  German  customs,  an^  among  these  they  have  formed  them- 
selves into  a  cartel  patterned  after  the  German  cartel.  Therefore 
we  have  in  Switzerland  a  very  good  dye  trust. 

We  know  that  Japan  has  not  only  subsidized  her  dye  makers,  but 
she  has  guaranteed  a  dividend  on  some  of  the  stock  of  some  of  the 
leading  dye-making  companies.  So,  whether  they  have  a  trust  in 
Japan  or  not,  they  have  a  subsidized  industry. 

It  is  very  interesting  to  note  that  Italy,  a  country  that  has  only  a 
very  small  dye-making  industry,  the  other  day  provided  that  no 
coal-tar  dyestuffs  or  intermediates  shall  be  admitted  into  Italy 
except  under  license. 

In  this  respect  we  should  come  back  to  England  and  remind  our- 
selves that  England,  in  her  desire  to  promote  her  dyestuff  industry — 
for  which  the  American  Nation  should  certainly  be  thankful,  because 
they  were  one  of  the  big  factors  in  winning  the  war  in  the  manu- 
facture of  munitions — has  placed  a  10-year  embargo  on  dyestuffs 
from  other  countries;  and  we  in  America  feel  it  just  the  same  as 
they  do  in  Germany. 

Then  we  come  to  Germany.  It  is  hardly  necessary  for  me  to  say, 
except  that  I  do  not  want  to  leave  them  out  of  this  summary,  that 
there  we  find  the  greatest  of  all  of  the  dye  trusts.  We  find  the 
German  chemical  cartel,  in  which  all  of  the  large  manufacturers, 
according  to  the  information  that  comes  to  us  through  our  Depart- 
ment of  Commerce  here,  are  members.  So  we  have  there  a  very  tight 
and  complete  monopoly. 

This  thought  occurred  to  me  the  other  day  when  one  of  the  gen- 
tlemen was  testifying  here:  Complaint  was  made  of  the  delay  in 
getting  dyes  from  Germany;  and  it  is  not  inconceivable  to  me  that 
the  head  of  the  German  dye  cartel  would  see  to  it  that  orders  placed 
with  the  cartel  for  dyes  that  American  manufacturers  need,  or  think 
they  need,  should  not  come  to  them  with  any  degree  of  promptness. 
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therefore  simply  addinf^  to  the  propaganda  that  we  know  is  being 
put  out  by  the  (rerman  dyestuff  kartel  in  this  country. 

I  think  I  should  also  mention,  speaking  for  our  company  and 
having  to  mention  other  facts  regaroing  the  industry,  that  we  have 
an  enormous  investment  in  this  country — enormous  for  the  dye 
makers — of  substantially  a  hundred  million  dollars;  and  it  is  the 
opinion  of  the  dye  makers  here  that  if  we  are  not  given  the  proper 
protection,  our  investment,  the  investment  of  8,000  to  10,000  Amer- 
ican citizens,  will  practically,  if  not  actually,  be  destroyed,  jimked, 
and  abandoned.  ^  It  is  for  uiat  reason,  gentlemen,  that  we  feel  we 
must  come  to  you  and  ask  you  to  give  us  such  protection — Senator 
Watson's  embargo  bill,  if  you  please — as  to  enable  us  to  keep  func- 
tioning in  an  orderly  way,  to  continue  as  a  reliable  source  of  supply 
to  the  American  textile  and  other  dye  users,  and  have  our  plants 
placed  so  that,  as  Gen.  Fries  told  you  yesterday,  they  may  be  called 
upon  as  a  source  of  munitions  in  case  of  war,  from  the  15, 16,  18,  or 
20  concerns  that  have  nitration  plants.    Gentlemen,  I  thank  you. 

Senator  McCumher.  I  will  now  call  Mr.  W.  Parker  Jones. 

Senator  La  Foixette.  Mr.  Jones  lives  here  in  the  city,  Mr.  Chair- 
man, and  he  says  it  is  just  as  convenient  for  him  to  take  to-morrow 
or  even  on  Monday. 

Senator  MoCumber.  A  request  was  made  by  one  of  the  Senators 
that  he  be  heard  this  afternoon.  . 

Senator  La  Follette.  I  have  just  spoken  to  him  about  it,  and  he 
says  it  will  be  entirely  satisfactory  to  him  to  speak  later. 

Senator  McCumber.  Then  we  will  have  Mr.  Metz  close  his  testi- 
mony,  if  that  is  satisfactory.  ;  ^ 

Senator  La  Fomjeite.  If  Mr.  MacFarland  can  go  on  now,  he  will 
take  but  a  few  moments. 

Senator  McCumber.  Very  well. 

STATEMENT  OF  GBENVIIXE  S.  MacFABI«AND,  BOSTON,  MASS., 
BEF&ESENTING  the  AMOSKEAG  MANUFAGTT7BINO  CO. 

Senator  McCumber.  Will  you  give  your  name  and  address  and 
business.  Mr.  MacFarland? 

Mr.  MacFarland.  Grenville  S.  MacFarland,  Boston,  Mass.  I  am 
a  lawyer,  and  am  here,  as  I  was  last  year,  to  oppose  this  embar(?o 
plan,  on  behalf  of  the  Amoskeag  Mills,  a  cotton  concern,  which  is  the 
largest,  I  believe,  in  the  country.  My  clients  are  just  as  much  op- 
posed to  this  scheme  to-day  as  they  were  last  year ;  if  anything,  their 
experience  makes  them  more  opposed  to  it  than  they  were  last  year. 

Senator  La  Foliette.  Will  you  go  into  that  briefly  and  state  the 
reason  why  that  is  so? 

Mr.  MacFarland.  Merely  that  their  experience  has  confirmed 
their  suspicion ;  but  the  reason  deductively  would  be  the  result  that 
the  bill  has  had  in  the  light  of  their  general  experience  in  the  busi- 
ness. 

Senator  Smoot.  Have  the  Amoskeag  people  had  any  trouble  in 
being  compelled  to  order  a  6-months'  supply  of  any  dye  that  they 
may  want  to  import  under  a  license  system?  Or  has  it  ever  hap- 
pened with  them  that  after  ordering  a  6-months'  supply  it  has  taken 
months  and  months  for  it  to  get  here,  and  after  it  has  arrived  here 
perhaps  the  samples  that  they  had  sent  out  to  sell  the  goods  did  not 
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sell  them  as  they  anticipated,  and  therefore  they  were  compelled  to 
carry  over  this  dye  that  they  had  purchased  for  the  purpose  of 
making  a  certain  line  of  goods  and  be  unable  to  do  anything  with 
that? 

Mr,  MagFarland.  I  know  of  only  one  instance  of  it,  Senator. 
The  discussion  that  I  have  had  with  my  clients  on  the  subject  has 
been  general.  In  the  last  talk  I  had  with  the  treasurer  the  thing 
that  worried  him  most  was  the  question  of  its  effect  on  foreign  trade 
and  the  imcertainty  of  its  effect  on  domestic  trade.  For  example, 
he  said  you  prohibit  the  introduction  of  the  raw  material,  the  dye, 
which  is  the  raw  material  of  this  business,  and  you  let  in  the  dye  in 
the  finished  product  to  compete  with  him,  a  dye  which  he  believes  is 
superior  to  tne  dye  that  he  can  obtain  unaer  the  embargo  and  license 
system.  He  contends  that  it  is  the  very  reversal  of  the  protective 
policy.  You  prohibit  the  raw  material  and  you  let  in  on  quite  a 
reasonable  tariff  the  finished  product. 

Senator  La  Foixbtte.  Did  you  hear  the  testimony  of  Gen.  Fries 
yesterday  with  reference  to  the  importance  of  imposmg  an  embargo 
here  for  preparedness  purposes  with  regard  to  some  future  war  ? 

Mr.  MacFarland.  i  es ;  and  I  heard  the  testimony  of  all  the  mili- 
tary experts  this  year  and  last  year. 

Senator  La  Follette.  I  would  like  to  have  you  make  some  com- 
ment on  that  as  occurs  to  you  desirable  to  make. 

Mr.  MacFarland.  Well,  Senator,  I  am  not  a  military  expert,  and 
I  am  rather  diffident  about  commenting  on  their  testimony.  But  I 
have  read  their  testimony  very  carefully,  particularly  the  testimony 
of  Maj.  Gen.  Seibert  and  Admiral  Earle,  given  before  this  commit- 
tee last  year,  and  I  do  not  think  it  is  immodest  for  me  as  a  layman 
to  say  that  the  testimony,  so  far  as  it  was  testimony  of  military  ex- 
perts, was  very  much  opposed  to  the  dye  embargo.  The  testimony 
which  was  relevant  to  the  proposition  which  the  proponents  of  the 
dye  embargo  are  advancing  was  really  testimony  of  laymen  and  not 
of  military  men  at  all.  'fiie  testimony  of  these  gentlemen  as  mili- 
tary men  was  opposed  to  the  embargo  for  this  reason :  That  it  dem- 
onstrated that  our  American  chemists  and  the  general  organization 
in  industry  and  enterprise  and  initiative  of  our  American  people 
distin^ished  themselves  and  itself  in  the  production  of  gases  and 
explosives.  We  did  better,  actually,  according  to  their  testimony,  in 
the  production  of  gases  and  explosives  than  in  the  production  of 
almost  any  other  of  the  military  equipment.  That  is  an  extraordi- 
nary thing  to  say  in  view  of  all  this  smoke  screen  and  camouflage 
of  testimony  about  the  necessity  of  the  dve  industry  as  a  military 
defense.  The  actual  testimony  of  these  military  men  as  military  ex- 
perts and  not  as  men  who  as  laymen  ffive  you  second-hand,  hearsay 
testimony  about  the  dye  industry  is  this:  That  we  not  only  at  the 
time  of  the  armistice  were  producing  about  six  times  the  amount  of 
war  gases  the  Germans  were  producmg  but  we  were  producing  it  in 
such  superior  quality  that  the  Germans  actually  found  themselves 
obliged  to  abandon  their  method  of  producing  it  and  adopt  our 
method.  We  not  only  met  them  on  the  mustard  gas  but  we  met  them 
on  a  gas  which  they  introduced  toward  the  end  of  the  war,  which 
was  enective  but  which  the  Germans  did  not  apparently  understand 
the  us€  of.    We  immediately  grasped  the  situation,  took  their  gas. 
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learned  its  composition,  and  developed  such  a  superiority  over  the 
Germans  that  we  made  it  effective.  That  is  the  whole  testimony  of 
the  military  men  as  to  the  disadvantage  under  which  this  country 
labored  with  our  inferior  equipment  of  chemists,  and  I  submit  if 
that  is  an  inferior  equipment  of  chemists  then  I  hope  in  the  next 
war  we  shall  have  a  still  greater  inferior  equipment  of  chemists. 

Senator  McLean.  If  we  could  improve  much  faster  than  the  for- 
eign experts  our  different  qualities  and  kinds  of  poisonous  gases,  the 
chances  are  we  could  do  it  with  the  dyes,  could  we  not  ? 

Mr.  McFarland.  That  leads  me  to  an  observation  which  I  think 
may  be  helpful,  if  you  have  not  examined  their  testimony  as  care- 
fully as  I  have  or  asked  some  of  the  chemists  about  the  matter,  as  I 
have.  One  of  the  reasons  why  these  gentlemen  apparently  are 
getting  away  with  this  defense  evidence  is  that  they  are  interchang- 
ing the  phrase  dye  industry  or  dye  plant  and  chemical  plant.  While 
a  dye  plant  is  a  chemical  plant,  yet  a  dye  plant  is  not  the  whole 
chemical  industry,  and  it  is  only  in  the  case  of  the  (Jerman  chemical 
industry,  a  department,  a  unit,  in  the  chemical  industry,  and  it 
is  not  the  department,  it  is  not  the  unit  which  produced  poison 
gases  for  the  war.  Poison  gases  are  produced  by  those  plants  which 
produce  the  raw,  crude  chemicals  like  chlorine.  Chlorine  is  the 
element  from  which  nearly  all  the  effective  war  gases  are  pro- 
duced. I  believe  that  the  only  other  effective  war  gas  that  does  not 
use  chlorine  is  the  tear  gas,  which  uses  bromine.  Neither  of  these 
come  from  the  coal-tar  products.  Neither  of  them  are  made  except 
incidentally  and  in  very  insignificant  quantities  in  the  dye  industry. 
Chlorine  is  nothing  but  the  product  of  table  salt  in  saturation  and 
subjected  to  an  electrical  process.  It  is  made  for  the  purpose  of 
bleaching  and  purifying  water.  We  use  it  commercially  in  this 
country  a  great  deal  more  than  the  Germans  do.  We  are  producing 
it  in  greater  quantities,  I  believe,  than  the  Germans.  We  had  23 
large  plants  before  the  war  producing  chlorine.  We  exported  to 
Germany  more  chemicals  in  value  than  the  Germans  exported  to  us 
before  the  war,  and  the  chemicals  that  we  exported  to  Germany  were 
the  chemicals  which  were  used  for  poison  gases.  The  Germans  ex- 
ported to  us  the  refined  chemicals  taken  from  the  crude  ones,  like  the 
dyes  and  medicinal  chemicals  and  other  chemicals  of  that  order.  We 
have  a  very  great  advantage  over  the  Germans  in  that  respect,  and  if 
vou  are  going  to  protect  anything,  protect  the  crude  chemical  plants, 
nut  you  do  not  need  to  protect  them  by  embargo. 

Senator  Smoot.  Let  me  ask  you  a  question  right  there.  I  think 
it  would  be  admitted  that  on  the  staple  dyes  80  per  cent  of  the  pro- 
duction of  all  dyes  can  be  produced  in  this  country  by  a  tariff  duty 
instead  of  an  embargo.    Do  you  agree  to  that? 

Mr.  MacFarland.  I  should  say  so  without  the  slightest  hesitation, 
although.  Senator  Smoot,  I  do  not  pretend  to  be  an  expert  on  that 
part  or  the  question.  I  can  only  say  to  you  that  my  client,  far  from 
entertaining  a  hostile  feeling  toward  the  dve  industry,  as  Mr.  Stone 
intimated,  wants  to  see  the  dye  industry  thrive,  and  he  has  author- 
ized me  to  say  that  he  is  perfectly  willing  to  accept  any  tariff  that 
will  protect  the  dye  industry  and  make  it  thrive,  but  will  not  permit 
it  to  practice  extortion. 

Senator  Smqot.  The  Amoskeag  Manufacturin^g  Co.  is  one  of  the 
largest  dye  manufacturers  in  the  United  States,  is  it  not? 
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Mr.  MacFabland.  Probably  the  largest. 

Senator  Smoot.  Have  you  gone  into  the  subject  carefully  enough 
to  express  an  opinion  as  to  whether  or  not  if  we  protected  the  80 
per  cent  of  the  dyes  manufactured  and  used  in  this  country,  amply 
protected  them  so  that  no  manufacturer  could  object  to  it,  that  in- 
dustry could  be  established  beyond  a  question  of  doubt  so  that  in 
the  case  of  a  war  there  could  he  manufactured,  within  a  reasonable 
time,  any  chemical  reauired  by  our  Government  to  make  poison 
gases  or  anything  else  tnat  they  desired  ? 

Mr.  MacFabland.  Absolutely.  I  do  not  believe,  Senator  Smoot, 
that  we  would  need  any  protection  at  all  in  those  plants  which  are 
really  necessary  to  eive  us  munitions,  but  I  do  not  mean  to  suggest 
by  that  that  we  ought  not  to  protect  the  dye  industry.  The  dye  in- 
dustry is  a  great  industry.  It  is  a  part  of  all  our  industries,  ancL  as 
you  remem^r,  in  the  great  controversy  between  protection  and  tree 
trade  it  always  has  b^n  an  admission  by  the  free  traders  that  the 
argument  in  favor  of  protection  that  it  diversifies  industry  and, 
therefore,  equips  us  better  for  war  is  a  sound  argument  and  is  the  only 
one  that  they  ever  would  concede.  To  the  extent  that  the  tariff  will 
give  us  another  industry  and  give  us  a  greater  general  development  of 
industry,  it  is  important,  but  if  you  examine  the  testimony  of  these 
military  experts  critically  you  will  see  that  all  they  mean  is  that  the 
dye  industry  is  useful  as  part  of  the  general  industry,  and  if  you  had 
had  the  benefit  of  a  lawyer  prepared  to  cross-examine  those  military 
men,  I  venture  the  statement  that  in  ten  minutes  the  whole  testi- 
mony concerning  munitions  would  have  been  exploded,  because  they 
would  have  admitted  on  the  first  few  questions  that  what  they  meant 
was  that  the  dye  industry  is  as  useful  as  any  industry,  and  they 
would  have  admitted  it  as  Admiral  Earle  did  to  Senator  Simmons 
when  he  asked  him  if  it  was  not  just  as  good  to  have  a  merchant 
marine  and  he  said,  "of  course."  They  would  have  admitted  that 
the  steel  industry  producing  shells  and  guns  and  all  the  other  prod- 
ucts of  iron  was  far  more  necessary ;  that  the  textile  mills  producing 
blankets  for  the  soldiers  and  kahki  uniforms  and  gas  masks  and 
all  the  things  that  cotton  and  wool  are  used  in  for  war  preparation 
was  just  as  necess9,ry,  if  not  more  so. 

Three  or  four  thousand  mills  and  plants  and  machine  shops^  I  be- 
lieve, were  converted  in  this  country,  to  the  production  of  military 
equipment,  and  every  one  of  those,  gentlemen,  were  just  as  necessary 
as  a  dye  plant,  and  more  so. 

I  believe  you  will  find  if  you  read  Crowell's  book  on  the  history  of 
the  production  of  munitions,  that  at  least  1,000  or  1,500  of  the  plants 
of  this  country  having  no  relation  whatever  to  dyes  in  their  ordinary 
peace  functioning  are  better  equipped,  are  nearer  the  ability  to  be 
altered  for  the  purpose  of  producing  war  equipment  than  tne  dye- 
stuff  industry. 

One  of  the  reasons  that  the  Assistant  Secretary  of  War  said  that 
the  dyestuff  industry  was  not  able,  was  not  willing,  to  produce  the 
gases  was  that  the  alteration  was  necessarily  so  great  that  they  could 
not  be  in  use  after  the  war.  Another  reason  given  by  one  of  the 
military  gentlemen  and  confirmed  by  Mr.  Crowell  was  tnat  the  gases 
and  the  explosives  were  so  djinsrerous  to  make  in  their  last  process — 
that  is,  the  process  which  went  bevond  the  step  taken  in  the  commer- 
cial development  of  dyes— that  they  were  not  willing  to  undertake 


DYE&  EMBABOO.  455 

it.  That  is  confirmed  by  Dr.  Beese.  Dr.  Beese  was,  and,  in  fact,  I 
think  is  now,  the  chief  chemist  of  the  Du  Pont  Co.  The  Du  Pont 
Co.,  I  think  you  know,  is  the  chief  actor  in  this  dye  embargo  cam- 
paign. In  a  public  address  in  1918  Dr.  Seese  said  that  the  iaea  that 
the  German  dye  plants — mind  you,  dye  plants;  he  did  not  use  the 
words  dye  and  chemical  interchangeably — were  the  kingbolt  of  the 
German  military  enterprise  was  ridiculous.  He  said  the  German  dye 
plants  might  have  helped  in  a  little  war,  but  in  a  big  war  such  as  this 
they  were  utterly  insignificant.  It  is  a  fact  that  a  German  dye  plant, 
the  biggest  they  have,  could  not  produce  gas  enough  to  sui^ain  one 
gas  attack  for  a  single  day. 

Dr.  Hesse — I  think  I  pronounce  the  name  correctly — is  or  was  the 
chief  chemist  of  one  of  the  largest  chemical  concerns  in  this  country, 
the  Allied  Chemical  &  Dye  Co.  In  1919,  and  a  year  after  Dr.  Reese 
made  his  startling  confession,  as  it  must  have  been  to  the  Du  Pont 
Co.,  in  a  public  address  before  the  Franklin  Institute,  he  said  that  it 
was  all  nonsense  to  talk  about  relying  upon  our  dye  industry  to  make 
explosives  or  gas;  that  they  could  not  do  it;  that  they  were  not 
equipped  for  it.  It  required  Government  experts  to  do  the  testing, 
that  the  commercial  companies  could  not  afford  and  would  not  do  the 
testing,  the  refined  investigations  and  experiments  necessary  to  pro- 
duce these  gases  and  new  gases ;  that  it  was  all  nonsense,  and  that  the 
production  of  explosives  must  remain  with  explosive  companies. 

He  said  the  world  had  none  better  than  the  I)u  Pont,  the  Hercules, 
and  the  Aetna,  and  that  the  gas  production  must  go  to  the  producers 
of  crude  chemicals  and  to  Government  experts  whose  duty  it  was  to 
make  the  investigations.  I  think  he  said  also  that  a  subsidy,  a  spe- 
cial appropriation,  for  investigation  was  what  was  necessary. 

Senator  McCumber.  Your  position  is  that  the  influence  of  that 
part  of  chemistry  which  deals  with  these  gases  and  deals  with  the 
dyes  is  but  very  little  related;  that  the  gases  are  manufactured  for 
the  most  part  from  other  chemicals. 

Mr.  MacFarland.  Yes. 

Senator  McCumber.  And  that  the  dye  manufacture  has  little  re- 
lation to  the  manufacture  of  gases  of  any  kind  ? 

Mr.  MacFarland.  Yes.  I  say  that  the  only  argument  the  gentle- 
men on  the  other  side  have  of  the  slightest  validity  is  that  the  dye 
industry  itself  had  a  number  of  chemists  in  the  country;  that  it 
does  incite  boys  to  choose-  chemistry  for  a  profession,  because  it 
gives  them  larger  fields  for  employment,  and  to  that  extent  it  multi- 
plies or  it  adds  to  the  chances  of  discovering  new  things. 

But  what,  is  the  price?  You  have  to  consider  what  price  you  are 
paying  for  it — the  same  thing  we  would  have  to  say  of  the  boot  and 
shoe  industry,  of  the  steel  industry,  any  of  those  industries,  where 
with  a  little  change  of  machinery  and  the  use  of  new  dies  they  could 
produce  guns,  shells,  and  any  of  the  necessary  equipment. 

Another  thing,  gentlemen.  The  importance  of  gas  has  been  very 
much  exaggerated.  That  is  perhaps  an  immodest  thing  for  a  lay- 
man to  say,  but  I  submit  to  you  the  facts  will  show  to  your  lay 
minds,  also,  that  I  am  not  speaKing  in  an  exaggerated  way. 

Only  736  men  were  killed  on  our  side  out  of  the  70,000  who  fell 
and  died  by  gas;  only  736.    The  gas  mask  is  so  perfect  a  defense 
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that  Mr.  Crowell  in  his  book,  and  I  think  Gen.  Sibert,  also,  said  that 
death  or  even  injury  by  gas  is  inexcusable  if  the  men  are  properly 
trained  and  are  careful  in  the  habit  of  putting  their  gas  masks  on  at 
the  right  time. 

Senator  McCumber.  That  requires  a  trained  chemist  there,  does  it 
not,  to  know  the  composition  of  a  gas  mask? 

Mr.  MacFarland.  Our  chemists  were  adequate  to  do  that.  Our 
chemists  produced  the  best  gas  mask  in  the  world,  much  better 
than  the  German  gas  mask. 

Mr.  Cooke.  May  I  interrupt  and  remind  Mr.  MacFarland  that 
Gen.  Fries  said  the  great  percentage  of  casualties  were  not  all 
deaths,  but  men  who  were  put  out  of  action. 

Mr.  MacFarland.  Yes.  There  were  87,000  men,  not  put  out  of 
action  necessarily  because  with  mustard  gas,  the  effect  is  not  felt 
during  the  battle ;  they  reported  the  effects  afterwards.  How  serious 
a  casuality,  as  it  is  called,  is  I  don't  know,  but  87,000  were  gassed 
and  only  736  were  killed.  The  testimony  is  not  controverted  that 
the  gas  mask  is  an  adequate  protection. 

We  would  not  lose  any  war  if  we  did  not  have  gas,  I  believe. 
Even  as  important  as  gas  is  it  is  greatly  exaggerated,  because  it  is 
a  new  thing  it  has  appealed  to  our  imagination.  But  we  have  the 
testimony  of  those  gentlemen  who  had  to  do  with  gas,  and,  of  course* 
in  whose  minds  the  matter  was  of  the  greatest  importance 

Senator  McLean.  How  many  did  I  understand  you  to  say  were 
put  out  of  action? 

Mr.  MacFarland.  Eighty-seven  thousand  were  injured  by  gas; 
736  were  killed. 

Senator  McLean.  Putting  them  out  of  action  is  a  prettj^  serious 
thmg. 

Senator  La  Follette.  They  were  reported  as  casualties. 

Mr.  MacFarland.  As  a  matter  of  fact  verv  much  less  than  that 
were  put  out  of  action  during  the  action.  The  effect  of  mustard 
gas  is  very  much  procrastinated. 

Senator  McLean.  You  said  put  out  of  action. 

Senator  La  Follette.  That  was  not  his  language;  that  was  used 
by  the  other  gentleman. 

Mr.  MacFarland.  No  ;  that  is  not  my  expression. 

Senator  McLean.  How  many  were  put  out  of  action  by  the  use 
of  gas  ? 

Mr.  MacFarland.  I  don't  know. 

Senator  McLean.  It  would  be  important  to  know  that. 

Mr.  MacFarland.  I  should  not  think  so. 

Senator  McLean.  I  assume  it  is  important  to  put  the  enemy  out  of 
action.    I  should,  if  I  were  managing  a  war. 

Mr.  MacFarland.  At  any  rate,  assume  it  was  87,000  put  out  of 
action  and  7»36  were  killed  in  a  war  in  which  we  had  2,000,000  men 
on  the  front,  in  which  the  Germans  lost  4,000,000  killed  and  7,000,000 
casualties  and  the  English  about  the  same  number. 

Senator  McCuimber.  Is  it  not  somewhat  difficult  to  predicate  what 
the  casualties  in  a  future  war  may  be  by  reason  of  gases  that  may  be 
discovered 

Mr.  MacFarland.  It  really  is. 

Senator  McCr^rnEii.  By  the  casualties  that  happened  when  it  was 
first  initiated? 
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Mr.  MacFariiAnd.  Yes.  But  here  is  something  to  carry  in  mind, 
that  history  repeats  itself  in  the  military  art  as  it  does  iii  everything 
else.  The  age-long  contest  between  the  weapons  of  offense  and  the 
weapons  of  defense  has  gone  along  commensurately  from  the  very 
begmning.    Neither  seems  to  have  been  able  to  outdo  the  other. 

You  remember  the  struggle  between  the  big  gun  shell  and  armor 
plate.  It  is  the  same  thing  as  to  all  the  equipment  for  war.  If  you 
go  down  through  history  from  ancient  times  to  the  present,  you  will 
find  the  casualties  are  about  in  the  same  proportion  to  the  number 
of  men  engaged  2,000  years  ago  as  is  the  case  to-day;  that  is  to  say, 
about  one-third  of  the  number  of  men  engaged  in  ordinary  battle. 

Senator  McCumber.  Of  course,  we  get  all  kinds  of  statements  of 
what  is  being  done  and  what  is  possible  in  the  use  of  gases,  like 
publications  to  the  effect  that  a  few  gas  bombs  dropped  over  New 
York  might  destroy  the  entire  population  of  the  city.  Nobody  can 
say  it  is  true,  but  at  the  present  time  I  think  nobody  can  deny  it  is  a 
possibility. 

Mr.  MacFarland.  But  we  do  know  this,  that  we  have  been  fight- 
ing wars  for  four  or  five  thousand  years,  and  we  have  never  dis- 
covered any  engine  of  destruction  that  has  not  been  met  effectively 
by  an  engine  of  defense.  We  were  told  before  this  war  that  there 
could  never  be  a  great  war  on  account  of  the  terrible  destructiveness 
of  the  modern  weapons.  But  we  met  those  offensive  weapons,  terrible 
as  they  are,  by  defensive  weapons  adequate  for  defense. 

Senator  ]Vf  ctiTMBER.  But  that  means  that  the  country  that  prepares 
the  defensive  weapons  is  capable  by  reason  of  its  dollars,  by  reason 
of  its  experienced  men,  to  meet  it,  does  it  not  ? 

Mr.  MacFarlaxd.  Yes. 

Senator  McCitmber.  If  you  were  to  start  a  gas  war  in  South  xif  rica 
to-day  perhaps  the  population  down  there  would  not  be  able  to  meet 
our  new  instrumentalities  of  war.  And  when  a  gas  war  was  started 
if  we  did  not  know  how  to  make  it  we  would  hot  be  in  position  to 
meet  the  offensive  weapons  with  a  new  kind  of  defensive  weapons. 

Mr.  MacFarlaxd.  ^Precisely. 

Senator  McCumber.  That  is  the  only  question  from  a  modern 
standpoint. 

Mr.  MacFarlaxd.  Absolutely. 

Senator  La  Follette.  But  we  have  the  chemists. 

Senator  McCumber.  The  question  is  fair. 

Senator  La  Follette.  And  we  would  get  them  out  of  the  dye  in: 
dustry. 

Mr.  MacFarlaxd.  We  ffot  them  out  of  all  kinds,  dve  as  well  as 
others. 

Senator  La  Follette.  That  is  what  I  mean. 

Mr.  MacFarlaxd.  If  the  worst  predictions  of  evil  which  the  gen- 
tleman on  the  other  side  make  came  true,  we  will  be  no  worse  off  as  to 
chemists  than  we  were  before  the  war  began.  We  were  able  to  meet 
the  Germans  on  their  own  chosen  ground  and  go  them  one  better. 

I  thank  you,  gentlemen. 

Senator  McLeax.  One  moment  before  you  leave.  My  attention 
has  been  called  to  the  testimony  of  Col.  Fries  given  before  this  com- 
mittee in  the  Sixty-sixth  Congress,  1920,  in  which  he  said  that  the 
Germans  put  over  a  gas  in  1917  and  191R  that  went  through  our 
masks  like  water  through  a  sieve. 
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Mr.  MacFarland.  Yes. 

Senator  La  Foulette.  It  was  not  very  fatal. 

Senator  McLean.  We  had  87,000  of  our  men  put  out  of  action. 
If  it  put  two  or  three  million  out  of  action  that  we  sent  over  it  would 
have  been  serious.  One  other  question:  You  said  in  response  to 
Senator  Smoot's  question  that  we  make  80  per  cent  of  the  dyestuffs 
now — standard  dyestuffs.  You  think  there  is  no  question  but  that 
we  can  produce  the  other? 

Mr.  MacFarland.  No;  I  don't  think  we  can.  I  think  there  are 
some  -of  the  more  refined  and  expensive  dyes  that  we  will  never  pro- 
duce; it  won't  pay. 

Senator  McLean.  I  understood  you  to  say  that  jou  thought  that 
if  we  protected  80  per  cent  there  was  no  question  m  your  mind  but 
what  we  would  be  able  to  develop  and  proauce  the  other  20  per  cent? 

Mr.  MacFari/ANd.  No^  did  not  say  that. 

Senator  McCumber.  Why  can't  we  produce  the  other  20  per  cent? 

Mr.  MacFarland.  We  go  into  quantity  production  of  cheap 
things — ^that  is  the  American  genius — the  Ford  car.  The  German 
mind  refines  things ;  he  is  patient  and  slow  and  careful. 

Senator  McCumber.  We  have  a  population  made  up  of  the  princi- 
pal nationalities  of  the  world.  There  are  plenty  of  Germans  in  this 
country.  If  they*  mind  is  superior  to  the  average  American,  there 
are  plenty  of  them,  plenty  of  every  class  of  European  people  here. 

Mr.  MacFarland.  I  know. 

Senator  McCumber.  Why  can't  we  make  the  same  thing  the  Ger- 
mans make? 

Mr.MAcFARiiAND.  We  can,  but  we  won't — or  we  don't. 

Senator  McCumber.  That  is  the  point. 

Mr.  MAcFARiiAND.  We  have  a  certain  composite  population,  and 
empirically  we  know  one  aptitude.  We  do  just  a  certain  thing;  we 
have  a  certain  peculiar  genius  in  industry ;  that  is,  we  go  into  quantity 
production  with  a  standardized  plan. 

Senator  McCumber.  If  they  could  make  money  their  genius  would 
be  developed  along  that  line,  would  it  not,  along  the  line  of  the  other 
20  per  cent? 

Mr.  MacFarland.  If  they  could  be  satisfied  that  they  coidd  make 
money,  yes. 

Gentlemen,  I  thank  you  very  much. 

Senator  McLean.  Do  you  think  this  peculiar  genius  should  be 
applied  to  dye  stuffs  only,  and  not  to  poisonous  gases? 

Mr.  MacFarland.  There  is  no  dye  industry  in  the  commercial 
world  that  experiments  in  poison  gases. 

Senator  McLean.  I  understana  that,  but  my  point  is  this :  If  the 
Germans  arc  so  superior  to  us  in  the  production  of  this  20  per  cent 
of  dyes,  might  they  not  be  superior  to  us  in  the  development  of  poi- 
sonous ^ases? 

Mr.  MacFarland.  I  did  not  say  they  were  superior  to  us.  I  say 
our  genius,  our  disposition,  leads  us  to  make  thmgs  in  quantity**  of 
standard  production.  When  we  apply  our  minds  to  it  we  show  that 
we  can  meet  and  defeat  the  Germans  in  the  chemical  analysis  of  gases 
and  their  production. 

Senator  McLean.  Do  the  people  you  represent,  the  Amoskeag  Co., 
consume  large  quantities  of  tnis  20  per  cent  of  dyes  that  are  not  made 
In  this  country? 
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Mr.  MacFabland.  Not  particularly  large  quantities.  There  are  no 
very  great  amounts  of  these  refined  dyes  used,  but  they  are  very  im- 
portant. 

Senator  McLean.  They  are  very  important? 

Mr.  MacFabland.  Yes. 

Senator  McLean.  You  are  interested  in  continuing  the  importation 
of  those  dyes? 

Mr.  MacFabland.  We  are  interested  in  being  able  to  get  those  dyes. 

Senator  McLean.  As  I  understand  you  your  company  has  experi- 
enced delays  in  one  shipment? 

Mr.  MacFabland;  So  I  understoood.  Generally  my  client  talked 
as  if  his  experience  was  delay  and  uncertainty  all  along  the  line,  but 
I  can  not  speak  of  any  particular  case  because  I  talked  with  him 
generally. 

Senator  McCumbeb.  Thank  you. 

Mr.  Gaston  Du  Bois  has  to  ^o  back  to  St.  Louis.  Therefore  I  am 
going  to  call  him  next,  as  he  desires  to  be  brief. 

STATEMEKT  OF  QASTON  DU  BOIS,  PRESIDENT  MONSANTO 

CHEMICAIi  WOBXS,  ST.  LOTTIS,  MO. 

The  Chaibman.  State  your  name  and  whom  you  represent  to  the 
reporter. 

Mr.  Du  Bois.  Gaston  Du  Bois,  president  Monsanto  Chemical 
Works,  St.  Louis. 

Mr.  Chairman  and  gentlemen  of  the  committee.  I  do  want  to  be 
brief.  I  came  here  with  some  figures  because  I  did  leel  before  getting 
here  that  we  had  at  this  time  a  necessity  for  figures  which  would 
actually  show  costs  so  that  we  can  arrive  at  some  basis  of  understand- 
ing as  to  what  we  need.^ 

1  might  say,  very  briefly,  that  the  company  I  represent,  the  Mon- 
santo Chemical  Works,  oi  St.  Louis,  represents  an  investment  of  a 
little  over  $10,000,000.  It  started  in  1901.  Our  experience,  therefore, 
covers  prewar  times  and  we  have  competed  very  sharply,  very  bit- 
terly, with  Germany. 

Prior  to  the  war  we  were  importing  coal-tar  intermediates,  which 
we  need  in  the  manufacture  of  pharmaceutical  products,  medicinal 
products. 

Mr.  Cooke.  Not  dyes. 

Mr.  Du  Bois.  We  are  not  manufacturers  of  dyes. 

Senator  Smoot.  There  is  a  reason  for  that,  it  was  not  because  in 
1909  we  did  not  want  to  give  them  protection  but  none  of  you  would 
have  it.  You  were  up  here  all  together  protesting  against  any  kind 
of  duty  upon  intermediates  when  we  wanted  to  establish  a  dye  in- 
dustry in  the  United  States. 

Mr.  Du  Bois.  At  that  time  we  were  purchasing  our  intermediates 
from  Germany  and  at  times  from  Switzerland,  paying  duty  and  com- 
peting with  Germany  on  finished  pharmaceutical  products  and  fine 

chemicals. 

The  war  started  in  1914  and  we  were  cut  off  of  our  supplies  and 
were  compelled  to  start  manufacturing  those  intermediates.  Through 
this  manufacture  of  intermediates  we  became  connected  with  the  dye 
industry,  because  when  we  started  manufacturing  intermediates,  such 
as  phthalic  anhydride  and  monochlorbenzol,  we  had  to  sell  our  by- 
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products  which  we  could  not  use  for  making  medicinal  chemicals: 
we  had  to  sell  them  to  dye  manufacturers,  or  see  our  costs  increase 
very  much  by  the  waste  of  a  by-product  which  in  this  case  was  very 
important. 

During  the  war  we  acquired  an  acid  plant  in  East  St.  Louis,  111., 
across  the  river  from  our  plant  in  St.  Louis,  where  we  manufactured 
pharmaceuticals  and  intermediates. 

Right  here  I  want  to  refer  to  the  necessity  in  which  we  found  our- 
selves to  build  a  chlorine  plant.  The  statement  was  made  a  little 
while  ago  by  a  gentleman  that  chlorine  and  a  lot  of  poisonous  gasses 
and  so  on  are  not  produced  from  coal-tar  products,  or  are  not  coal- 
tar  products,  or  are  not  connected  with  coal-tar  products.  We  in- 
stalled the  chlorine  plant  on  account  of  the  coal-tar  products  which 
we  make.  One  of  the  purposes  of  the  installation  was  to  manufac- 
ture chlorbenzol,  which  we  need  in  large  quantities,  and  also  to 
produce  acetic  anhydride,  which  is  used  in  the  manufacture  of 
aspirin.    Aspirin  is  a  coal-tar  product  made  from  salicylic  acid. 

Prior  to  the  war  we  were  at  one  time  compelled  to  give  up  the 
manufacture  of  chlorine  products  because  we  were  compiled  to  pur- 
chase our  chlorine  in  cylinders  from  Niagara  Falls,  at  a  time  when 
there  was  no  liquid  chlorine  produced  in  this  country.  One  of  the 
Niagara  Falls  manufacturers  was  induced  to  go  to  Germany  and  get 
the  information  necessary  as  to  what  compressor  was  necessary  to 
liquify  chlorine.  He  came  back  and  began  to  manufacture  it  in 
Niagara  Falls  and  I  believe  we  were  his  first  customers. 

I  said  I  came  here  to  give  figures.  I  have  prepared  these  figures 
on  a  table  which  shows  the  cost  of  production,  and  copies  of  which  I 
would  like  to  distribute  to  the  committee.  I  have  in  this  table  listed 
nine  products. 

In  the  first  column  I  show  the  price  in  1913  and  1914.  All  of  these 
are  medicinal  products.  Two  of  them  are  not  coal-tar  products ;  the 
balance  are. 

In  the  second  column  I  show  the  price  to-day.  If  you  will  com- 
pare the  prices  before  the  war  and  the  prices  to-day  I  think  we  have 
occasion  to  congratulate  ourselves 

Senator  Smoot.  What  is  the  item  ? 

Mr.  Du  Bois.  I  have  the  articles  numbered,  and  I  will  be  glad  to 
give  the  names  of  each  article  to  the  Senators,  but  I  would  not  like 
to  put  the  information  in  the  record,  which  would  give  the  costs,  of 
our  articles. 

Senator  Smoot.  Of  course,  this  will  be  of  no  use  whatever  to  us  in 
its  present  form. 

Mr.  Du  Bois.  I  will  be  glad  to  put  the  names  of  every  one  of  those 
products,  if  I  may,  opposite  every  one  of  those  numbers. 

In  the  third  column  I  have  shown  the  recent  quotations  f.  o.  b. 
Hamburg  for  those  same  medicinal  products,  and  m  the  fourth  col- 
umn I  have  shown  our  costs  of  manufacture. 

I  want  to  explain  now  about  those  costs  of  manufacture.  During 
the  last  years  the  costs  of  manufacture  fluctuated  considerably,  and 
it  is  to  some  extent  difficult  to  arrive  at  the  actual  cost  of  manufac- 
ture because  of  the  varying  prices  of  raw  materials  and  the  varying 
prices  of  labor.  These  costs  of  manufacture  which  I  have  tabulated 
there  are  not  an  average  of  the  last  six  months,  because  such  manufac- 
turing costs  would  be  higher  than  these. 
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I  have  tried  to  be  absolutely  fair  in  the  information  I  wanted  to 
give  and  I  have  taken  costs  of  manufacture  which  are  below  the 
averages  of  the  last  six  months  and  based  on  a  reduced  labor  cost  as 
it  exists  to-day  over  that  of  last  year  and  have  shown  the  normal 
[)roduction,  which  has  not  been  the  case  during  the  last  six  months. 

Senator  McLean.  What  percentage  of  your  products  do  you  sell 
to  the  dye  men  and  what  percentage  is  used  for  medicinal  purposes? 

Mr.  Du  Bois.  I  would  say  15  per  cent  was  intermediates. 

Senator  McLean.  Just  what  do  you  mean  by  that? 

Mr.  Du  Bois.  Fifteen  per  cent  to  the  dye  men. 

Senator  McLean.  Could  you  continue  in  business  at  a  profit  if  you 
were  deprived  of  the  market  furnished  by  the  dye  men  ? 

Mr.  Du  Bois.  I  would  say  it  would  increase  the  price  of  some  of 
our  products,  say,  by  20  per  cent;  increase  the  cost  of  some  of  our 
products  by  20  or  30  per  cent — about  25  per  cent. 

Senator  McCumber.  Will  you  explain  the  first  line  of  your  table 
there?     You  have  the  price  in  the  United  States,  July,  1921,  33  cents. 

Mr.  Du  Bois.  Yes. 

Senator  McCumber.  Then  you  have  the  cost  of  manufacture  in  the 
United  States  at  37  cents. 

Mr.  Du  Bois.  That  is  for  the  same  time,  in  July. 

Senator  McCumber.  Do  you  mean  to  say  it  is  sold  at  a  loss,  for  33 
cents,  when  the  cost  of  manufacture  is  37  cents? 

Mr.  Du  Bois.  Yes.  Four  of  these  nine  products  we  are  selling 
to-day  at  a  loss,  and  five  we  are  selling  at  a  profit. 

The  reason  we  are  selling  at  a  loss  is  that  there  are  a  few  articles 
here,  owing  to  the  present  depression  in  the  United  States,  which 
are  selling  below  cost,  because  a  great  many  people  are  unloading 
stocks.  That  is  forcing  our  selling  prices  down.  I  think  that  this 
is  a  perfectly  natural  condition  under  present  circumstances. 

Senator  McCumber.  All  of  these,  then,  practically  you  are  selling 
in  the  United  States  to-day,  *all  but  the  last  four,  at  less  than  your 
cost  of  production? 

Mr.  Du  Bois.  I  beg  your  pardon.  If  I  am  not  mistaken,  four  of 
them  we  are  selling  at  a  loss  and  five  of  them  we  are  selling  at  a 
profit. 

Senator  McCumber.  Take  the  first  five  items,  price  in  July,  1921, 
33  cents;  cost  of  manufacture,  37  cents. 

Mr.  Du  Bois.  Yes,  sir. 

Senator  McCumber.  Price  in  July,  26;  cost  of  manufacture,  27 
to  30  cents.  iPrice  in  the  United  States,  75 ;  cost  of  manufacture,  70. 
You  are  making  a  profit  of  5  cents  there.  Price,  60;  cost  of  man- 
ufacture, 66  to  70. 

Mr.  Du  Bois.  We  are  losing  there. 

Senator  McCuT^f ber.  The  sixth  item ;  price,  80  cents ;  cost  of  man- 
ufacture, 85  cents. 

Mr.  Du  Bois.  Yes,  sir. 

Senator  McCumber.  On  four  of  them  you  are  losing? 

Mr.  Du  Bois.  On  four  we  lose  and  on  five  we  make  a  profit. 

Senator  Smoot.  Take  this  first  item:  How  much  of  that  do  yon 
manufacture?     I  do  not  know  what  it  is  and  therefore  I  can  not 

say. 

Mr.  Du  Bois.  That  is  based  on  about  20,000  pounds  monthly  pro- 
duction. 
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Senator  Smoot.  For  a  monthly  production  of  20,000  pounds? 

Mr.  Du  Bois.  Yes.  This  price  is  based  on  that  quantity  of  pro- 
duction. 

Senator  Smoot,  Take  the  last,  No.  9 ;  what  amount  of  that  do  yci 
produce? 

Mr.  Du  Bois.  The  maximum  production,  or  capacity,  is  8,000 — the 
average  has  been  about  6,000  pounds  monthly. 

Senator  McLean.  You  sell  four-ninths  of  your  products  at  a 
loss? 

Mr.  Du  Bois.  I  think  we  do  now ;  yes. 

Senator  McLean.  What  is  the  reason  for  that? 

Mr.  Du  Bois.  Because  there  has  been  a  very  large  surplus  of 
stocks  on  the  market  in  the  United  States,  and  a  great  many  of  the 
concerns  holding  these  stocks  have  been  anxious  to  realize  on  sur- 
plus stocks  and  have  forced  these  goods  out  at  a  reduced  price  below 
the  price  for  which  they  bought  these  goods  from  us,  ana  sold  them 
below  our  selling  price;  below  the  price  at  which  they  had  pur- 
chased these  goods  from  us. 

This  is  not  an  unusual  proposition.  We  have  been  through  this 
with  nearly  every  one  of  our  products. 

Senator  Smoot.  That  is  much  the  same  as  in  the  case  of  the  sugar 
manufacturers. 

Senator  McLean.  It  is  on  the  same  principle  that  if  Germany 
had  a  surplus  she  would  sell  to  us  at  a  loss. 

Mr.  Du  Bois.  Germany  does  not  need  to  sell  at  a  loss  to-day,  but 
we  have  to  if  we  want  to  sell  at  all. 

Senator  McLean.  If  it  was  necessary  she  would  do  as  you  are 
doing? 

Mr.  Du  Bois.  I  think  she  would. 

Senator  McLean.  And  it  would  be  good  business. 

Mr.  CooKE.  They  are  all  important  medical  chemicals? 

Mr.  Du  Bois.  Yes.  These  recent  German  quotations  are  the  prices 
f.  o.  b.  Hamburg,  it  is  stated,  export  prepaid,  but  I  do  not  think 
there  has  been  any  export  tax  assessed  on  those  German  prices. 
Those  prices  are  f.  o.  b.  Hamburg.,  Those  prices  may  or  may  not 
include  a  German  profit:  that  I  can  not  tell,  because  I  have  no  idea 
what  the  German  costs  are  to-day. 

(The  table  referred  to  is  as  follows:) 


Product. 

Price  in 

United 

States 

1913-14. 

Price  in 

United 

States 

July,  1921. 

1     Recent 
I    German 
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f.  0.  b. 
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I 
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manufao- 

turingin 
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States. 

1 

Duty 

required  to 

equalise 
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United 

states  east. 

1 
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.22 
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|0.5(M.80 
.55 

1.10  ' 
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1.15  1 
3.10 

10.33 

.26 

.75 

.60 

.80 

1.60 

1.65 

1.65 

4.50 
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13.6 
18 

10.37 

ia27-.30 

.70 

.65-. 70 

.85 

1.35 

1.25 

1.36 
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2 

efti 

9....     .     

j|. 

4 

e 

35 
33 
37 
74 

•1.17 
1.30 

100 
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Q. •......*.•.........•.. ...a.. ............. 

A 

905 

Q. .................................. ....... 

7 , 

00 

f.. ............................. ........... 

Q 

Q                                                                                              ..    ..1 

184 

*                                                                                                          1 

1  Mark  value  calculated  at  1.25  cents. 
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Mr.  Du  Bois.  I  want  to  come  to  the  question  of  German  costs  a 
little  later  in  another  table,  the  last  statement  that  I  want  to  produce 
in  order  to  show  the  relation  of  costs. 

Senator  Smoot.  Was  1920  a  fair  year  or  a  bad  year  for  you  ? 

Mr.  Du  Bois.  1920  was  an  abnormally  good  year  up  to  September. 

Senator  Smoot.  I  mean  for  the  whole  year. 

Mr.  Du  Bois.  Over  the  whole  year  it  was  a  good  year. 

Senator  Smoot.  Then  your  trade  did  not  drop  off  until  1921  ? 

Mr.  Du  Bois.  No:  our  trade  dropped  in  September,  1920. 

Senator  Smoot.  But  taking  it  as  a  whole  it  was  a  fairly  good  year? 

Mr.  Du  Bois.  As  a  whole  it  was  a  good  year. 

Senator  Smoot.  What  profits  did  you  make  in  1920  ? 

Mr.  Du  Bois.  That  information  will  be  contained  in  there  [hand- 
ing paper  to  Senator  Smoot]. 

I  want  to  point  out  that  tne  costs  of  manufacture  I  ^ive  there  are 
most  conservative  and  do  not,  for  instance,  include  idle-plant  loss. 
As  you  know,  we  are  not  always  able  to  run  our  plant  all  the  year 
round,  and  when  the  plant  is  shut  down  we  have  certain  deprecia- 
tions and  interest  on  investment,  which  naturally  we  have  to  stand. 
But  taking  it  over  the  whole  year  the  average  cost  will  be  higher 
than  these  prices.  I  will  explain  that  I  got  at  these  prices  by  taking 
a  normal  month. 

I  would  like  to  point  out  now  the  influence  of  the  labor  cost  on  the 
cost  of  manufacture,  what  labor  means  in  one  of  our  products.  If 
vou  will  permit  me  for  this  purpose  I  will  include  salaries  with 
labor,  for  the  reason  that  I  think  salaries  paid  in  Germany — I  mean 
salaries  of  chemists  and  clerks — ^bear  about  the  same  relation  to  labor 
as  they  do  in  this  country.  I  have  come  to  that  conclusion  from  a 
study  of  wages  paid  to  workmen,  which  was  prepared  for  the  House 
of  Eepresentatives  a  month  or  two  ago.  From  that  I  ffot  the  average 
cost  of  .skilled  labor  in  German  chemical  works,  which  was  given  as 
4i  to  6J  marks  per  hour.  We  are  paying  45  to  60  cents  an  hour,  to 
wnat  we  call  skilled  operators. 

Senator  McCumber.  Those  are  paper  marks  ? 

Mr.  Du  Bois.  Yes ;  4^  to  6 J  marks,  which  is  the  average  wage  paid 
to  skilled  workers  in  the  chemical  factories  in  Germany.  These 
figures  are  from  the  pamphlet  prepared  for  the  House  of  Representa- 
tives, which  is  my  only  source  of  mf  ormation. 

Mr.  Mmx.  That  is  right.    I  know  it  is  a  fact. 

Mr.  Du  Bois.  In  that  same  publication  I  see  that  the  salaries  paid 
to  chemists  are  between  $25  to  $52  per  month,  and  I  conclude  from 
those  two  figures  that  the  relation  of  the  salary  of  a  chemist  to  the 
pay  of  workmen  was  about  the  same  as  the  relation  is  in  this  country. 

If  we  want  to  determine  what  is  the  influence  of  labor  in  the  costs 
of  our  materials  we  must  take  also  wages  paid  to  labor.  That  is  the 
way  I  prepared  these  figures.    I  would  like  to  distribute  this  table. 
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(The  table  referred  to  is  as  follows:) 


Items. 


Raw  materials— 60  per  cent  labor 

Coal— 70  per  cent  laW 

Freight— 60  per  cent  labor 

Wages 

Salaries 

Overhead— 50  per  cent  labor 

Interest 

DepreciaUon 

Total 


Total  ex- 
penditure. 


|3,700p0Q0 
168,702 
566,373 
1,768,645 
702,275 
144,818 
181,422 
522,086 


7,836,321 


Cost  of 
labor. 


Labor  ex- 
pressed in 
per  cent  of 
total  cost. 


$2,220,000 

118,000 

335,083 

1,768,645 

Tin,  275 

73,400 


28.3 
L5 
4.3 

22.6 

lai 

.9 


5,306,422 


67  7 


Mr.  Du  Bois.  I  went  to  the  Census  Bureau  here  in  Washington  and 
asked  what  was  the  amount  of  labor  in  soft  coal,  which  is  one  of  the 
raw  materials  used.  I  was  given  a  table  showing  the  total  cost  of 
mining  bituminous  coal  in  Pennsylvania.    I  took  that  as  a  basis. 

It  shows,  if  I  include  the  wages  and  salaries,  that  the  cost  of  labor 
in  coal  is  70  per  cent  of  the  value  of  the  coal  at  the  mine. 

I  saw  recently  a  statement  prepared  by  the  Pennsylvania  Bailroad 
which  gave  the  percentage  of  money  paid  for  wages,  for  labor,  in  the 
total  income  of  the  Pennsylvania  Railroad,  and  the  amount  there 
given  was  60  per  cent.  Freight  is  a  very  big  item  with  us.  We  paid 
last  year  some  $550,000  for  freight,  and  I  do  not  think  it  included  ex- 
pressage,  but  let  us  say  it  is  a  very  big  item,  at  any  rate. 

I  made  out  a  table  here  in  order  to  determme  what  percentage 
of  our  total  expenses  of  manufacture  is  labor.  As  you  see  there 
I  took  raw  materials  $3,700,000,  and  I  claim  that  60  per  cent  of  that 
would  be  labor.  I  take  it  that  if  coal  has  70  per  cent  labor,  and  if 
freight  has  60  per  cent  labor,  that  a  higher  manufactured  product 
must  have  at  least  60  per  cent,  and  I  do  not  think  I  am  overstating  the 
case.  This  is,  I  must  say,  an  estimate,  and  I  think  I  am  low.  So  you 
will  see  I  took  in  raw  material  labor  60  per  cent,  coal  labor  at  70  per 
cent,  60  per  cent  labor  in  freight;  I  show  wages  and  salaries,  and  I 
include  50  per  cent  labor  in  overhead.  There  is  no  labor,  I  take  it, 
in  depreciation,  and  at  the  end  I  show  there  that  67.7  per  cent  of  our 
total  expenditures  go  toward  an  item  which  I  want  to  call  labor  and 
salaries. 

I  want  now  to  compare  this  with  the  corresponding  price  of  Ger- 
man labor.  From  the  figures  I  gave  we  can  conclude  that  if  American 
labor  costs  us  from  45  to  50  cents  an  hour,  and  in  Germany  from  4| 
to  6i  marks  is  paid,  that  we  are  paying  6^  to  8  times  more  for  labor. 
It  would  vary  between  those  two  figures.  That  means  if  67  per  cent, 
which  is  a  very  conservative  figure,  of  our  cost  is  labor,  if  we  deduct 
the  amount  of  German  labor  cost  from  this  figure,  we  arrive  at  a  dif- 
ference of  60  per  cent,  the  figure  by  which  our  cost  will  be  above  the 
cost  of  the  German  product  to-day,  owing  to  the  difference  in  wages, 
which  is  probably  caused  by  the  exchange,  but  I  am  not  talking  of 
exchange.  I  am  referring  to  the  cost  of  labor,  taking  exchange  into 
consideration  in  compiling  my  figures. 

In  the  first  table  which  I  gave  you  I  included  a  fifth  column  and 
in  that  fifth  column  I  show  the  amount  of  duty  which  would  be  neces- 
sary to  be  assessed  on  the  German  product  f .  o.  b.  Hamburg  in  order 
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to  equalize  our  cost.    This  German  quotation  may  include  a  profit. 
I  am  referring  as  far  as  our  fibres  are  concerned  to  our  cost. 

Senator  Smoot.  If  you  had  an  American  valuation  it  would  not 
figure  that  way. 

Mr.  Du  Bois.  Of  course  not.  I  am  just  showing  we  would  have  to 
add  6d  per  cent  to  265  per  cent  to  just  equalize  our  costs  with  their 
present  selling  prices  on  these  examples  I  have  given  there.  This 
shows  such  wide  fluctuations  that  such  a  proposition  can  not  be  con- 
sidered naturally.   As  far  as  the  American  valuation  is  concerned 

Senator  Smoot.  I  would  rather  consider  it  than  an  embargo. 

Mr.  Du  Bois.  As  far  as  the  American  valuation  is  concerned,  if 
we*take  our  priesent  prices  as  American  valuation  and  we  add  to  them 
varying  rates  of  duties,  we  will  find  that  very  considerable  rates 
would  oe  necessary  in  order  to  protect  us. 

Senator  McLean.  Have  you  made  any  estimate? 

Mr.  CooKE.  If  you  can,  state  what  spread  of  rates  on  your  prod- 
ucts would  be  necessary  to  equalize  your  present  costs  with  their 
present  selling  price,  as  you  know  it. 

Mr.  Du  Bois.  In  order  to  equalize  these  costs  with  their  (German) 
present  selling  prices  the  rates  of  duty  on  the  American  valuation 
which  would  oe  required  would  be  in  the  neighborhood  of  70  or  75 
per  cent  on  these  products  here. 

Senator  McCumber.  On  the  American  valuation  ? 

Mr.  Du  Bois.  On  the  American  valuation. 

Senator  McCumber.  What  would  be  the  German  valuation  ? 

Mr.  Du  Bois.  It  would  be  66  to  266  per  cent. 

The  trouble  is  this,  and  I  would  like  to  point  out  the  difficulty 
about  this  American  valuation,  which  I  have  tried  to  figure  out, 
because  I  was  as  anxious  as  ahvbody  else  to  get  away  from  the  em- 
bargo proposition ;  but  I  find  this,  that  these  figures  here  were  com- 
puted on  the  exchange  of  1^  cents  for  1  mark.  To-day,  as  I  under- 
stand, the  mark  is  lower;  the  mark  was  yesterday  1.22  cents  per 
mark.  At  that  rate  as  the  mark  drops  these  rates  of  75  per  cent 
on  American  valuation  that  I  mentioned  would  not  be  sumcient  to 
equalize  our  costs. 

Therefore  I  do  not  see  how  the  American  valuation,  unless  we  can 
determine  what  the  exchange  will  be,  is  going  to  help  us.  While  a 
year  and  a  half  ago  I  was  opposed  to  the  embargo,  bv  trying  to 
figure  out  these  propositions  I  was  gradually  led  to  believe  that  I 
could  not  see  my  way  clear  without  the  embargo  and  I  stand  to-day 
as  being  in  favor  of  the  embargo. 

It  has  been  mentioned  that  the  dye  plants  are  amortized,  and,  of 
course,  I  suppose  this  meant  that  it  might  indicate  that  our  plant  is 
amortized.  Our  plant  is  not  amortized.  If  we  had  been  able  to 
amortize  our  plant,  we  would  have  liked  to  do  it;  but  to  amortize 
our  plant  it  would  have  been  necessary  to  cut  from  our  profits  certain 
sums  which  we  could  not  do  because  we  had  to  pay  the  tax,  like 
everybody  else,  on  our  profits,  and  we  were  not  permitted  to  amortize 
anything  we  wanted. 

iPrior  to  the  war  we  had  not  amortized  our  plants,  either.  We 
have,  of  course,  on  our  books  a  reserve  account  of  about  a  million 
and  a  half  dollars,  which  I  would  say  is  equal  to  about  one-quarter 
of  the  machinery  investment,  and  this  account  covers  only  such 
equipment  which  we  believe  is  obsolete  and  which  we  can  justify 
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for  tax  payment  purposes  as  being  obsolete,  with  proper  explana- 
tions. 

I  can  not  see  how  any  manufacturer  caix  during  the  last  two 
years  have  amortized  his  plant  when  taxes  were  payable  on  profits, 
and  have  deducted  that  from  his  book  values^  unless  he  can  ^justify 
it  by  considering  his  plant  as  junk,  in  which  case  he  evidently 
does  not  intend  manufacturing;  but  we  have  been  in  business  now 
for  20  years,  and  we  have  always  expedited  to  continue.  We  came 
here  with  the  facts,  with  our  cards  on  the  table,  and  we  are  willing 
to^ve  any  information  that  is  desired. 

Mr.  Metz.  Are  you  not  financing  now? 

Mr.  Cooke.  I  will  answer  that  question.  The  Monsanto  Co.  had 
to  borrow  a  considerable  sum  of  money,  but  could  not  borrow  it  at 
the  banks.  Their  plant  is  worth  some  $10,000,000.  They  raised  some- 
thing like  a  half  million  dollars  bv  going  to  their  friends  and  selling 
them  stock.  Those  friends  paid  for  that  stock  in  order  to  assist  the 
American  chemical  industry. 

Mr.  Metz.  There  is  no  question 

Mr.  CooKE.  That  is  the  answer. 

Mr.  Metz.  It  is  a  good  deal  more  than  a  half  million  dollars. 

Mr.  CooKE.  They  borrowed  some  money  on  their  plant,  the  first 
time  they  ever  borrowed. 

Mr.  Metz.  We  might  as  well  have  all  the  facts  on  the  table. 

Mr.  Cooke.  They  did  not  make  any  eight  or  ten  million  dollars,  as 
you  did  during  the  war. 

Senator  McCumber.  Gentlemen,  we  have  one  witness  on  the  stand 
now ;  let  us  get  through  with  him. 

Mr.  Du  Bois.  I  have  given  our  profits  in  the  table. 

I  would  like  to  point  out  before  closing  one  thing  which  explains 
our  peculiar  situation.  Inasmuch  as  the  tremendous  difference  be- 
tween foreign  prices  of  manufacture,  German  prices  of  manufacture, 
and  our  costs,  are  due  to  some  great  extent  to  the  labor  cost,  I  want 
to  say  that  the  difference  in  the  cost  being  so  great  is  due  to  the  fact 
that  all  the  raw  materials  to  produce  the  products  we  are  manufac- 
turing are  available  in  Germany — and  I  am  referring  always  to  Grer- 
man  costs.  That  is  our  main  competitor  normally.  Germany  does 
not  have  to  purchase  with  foreign  currency  goods  from  the  outside 
in  order  to  produce  these  producte  which  I  have  listed. 

I  would  also  like  to  mention  in  referring  to  the  remarks  which 
were  made  by  the  gentleman  who  spoke  here  a  little  while  ago,  that 
this  branch  of  the  coal-tar  industry  is  also  a  very  essential  branch  in 
war  on  account  of  the  medicinals  which  we  manufacture.  Who  kribws 
how  many  million  Russians  died  as  a  conseauence  of  the  lack  of 
those  products  which  we  manufactured  here*  We  were  in  many 
lines  the  only  manufacturers  in  this  country  when  the  war  broke 
out  and  supplied  the  Government  with  large  quantities  of  these 
medicinals  and  disinfectants. 

Mr.  CooKE.  And  you  supplied  England  and  France. 

Mr.  Du  Bois.  And  we  also  supplied  England  and  France  with  a 
certain  amount. 

Senator  Smoot.  Were  you  successful  in  selling  your  stock  offered! 

Mr.  Du  Bois.  Our  stock? 

Senator  Smoot.  Yes. 
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Mr.  Du  Bois.  We  offered  it  just  to  friends  of  ours,  and  a  few  busi- 
ness men  in  St.  Louis,  who  took  the  whole  issue  recently.  We  issued 
also  $2,000,000  of  bonds  about  two  years  ago,  which  were  fully  sub- 
scribed. 

Senator  Smoot.  What  made  me  ask  the  question  was  that  I  noticed 
here  you  say  you  only  paid  a  dividend  in  1920  on  the  capital  in- 
vestea  of  forty-one  one-hundredths  of  1  per  cent. 

Mr.  Du  Bois.  Yes. 

Senator  Smoot.  And  in  1919  you  paid  1.23  per  cent. 

Mr.  Du  Bois.  Senator  Smoot,  I  tnink  you  have  touched  one  of  the 
things  which  is  characteristic  of  the  Monsanto  Co.  MonsaBt'  has  not 
to  this  date  distributed  the  money  earned,  but  put  it  back  into  the 
business  in  order  to  build  up  the  industry. 

Senator  Smoot.  That  is  exactly  what  I  knew  happened ;  there  was 
not  any  question  about  it,  and  that  is  the  reason,  you  know,  I  thought 
it  was  not  hardly  fair  to  try  to  show  it  here  that  these  were  all  the 
profits  that  were  made  and  paid  out  in  dividends. 

Mr.  Cooke.  That  simply  shows  the  percentage  of  dividend  distri- 
bution. 

Senator  La  Follette.  And  does  not  mean  anything. 

Senator  McCuMBER.  Are  you  through? 

Mr.  Du  Bois.  Yes. 

Senator  McCumber.  We  will  call  on  Mr.  Metz  to  complete  his  tes- 
timony. Before  going  on  with  your  testimony,  Mr.  Metz,  you  speak 
very  rapidly. 

Mr.  Metz.  Yes,  sir ;  I  am  aware  of  it. 

Senator  McCumber.  And  with  the  use  of  these  chemical  tetms  it 
is  very  difficult  for  the  stenographers  to  take  your  testimony.  May  I 
ask  you,  therefore,  to  speak  a  little  more  slowly  and  distinctly  ? 

Mr.  Metz.  I  will  try  and  hold  down  a  bit  and  give  them  a  chance, 
because  I  saw  the  copy  yesterday  and  I  did  not  recomize  it. 

I  was  asked  to  return  this  morning.  I  went  to  New  York,  and  I 
am  sorry  I  was  late  in  getting  back.  I  am  gla(L  however,  that  Mr. 
Choate  had  a  chance  to  say  something  before  I  went  back  on  the 
stand. 

I  would  like  to  get  away  to-night  if  I  could,  but  I  am  willing  to  be 
here  Monday  and  Tuesday.  There  is  a  ^reat  deal  of  the  testimony 
which  has  been  given  which  I  would  like  opportunity  to  answer. 
Much  of  that  which  has  been  given  is  mere  generalities  and  we  have 
not  gotten  down  to  facts. 

Senator  La  Follette.  I  am  inclined  to  believe  the  committee  feels 
that  way  about  it. 

Mr.  Metz.  I  have  those  facts.   I  have  made  notes  as  we  went  along. 

Senator  La  Follette.  Mr.  Metz,  would  you  prefer  not  to  go  on 
to-night,  but  to  come  back  here  on  Mionday  ? 

Mr.  Metz.  If  the  committee  is  going  on,  I  should  much  prefer  it. 

Senator  La  Follette.  Because  you  could  not  complete  your  state- 
ment to-night? 

Mr.  Metz.  No. 

Senator  La  Follette.  In  the  way  you  feel,  you  would  like  to 
complete  it  and  provide  information  for  the  committee  ? 

Mr.  Metz.  Yes.  There  are  others  here  who  may  want  to  get  away 
to-night,  and  whose  statements  would  not  be  so  long. 
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I  i^ant  the  privilege  of  refuting  some  of  the  things  that  have  been 
said,  and  I  am  wilhng  to  stand  corrected.  I  believe  the  Senators^ 
idea  of  putting  men  under  oath  would  be  the  proper  thing.  We  have 
been  getting  a  lot  of  hot  air  that  don't  mean  anything.  1  have  been 
a  Member  of  the  House  and  I  know  what  we  get  in  these  conunittees. 

Senator  La  Follette.  I  suggest  that  Mr.  Metz  stand  aside  and  re- 
turn either  Monday  or  Tuesday ;  Monday  if  it  is  agreeable. 

Senator  McCumber.  Very  well ;  that  procedure  will  be  followed. 

Mr.  Metz.  I  would  be  obliged  to  you.  I  have  that  list  here  that 
you  asked  for  regarding  the  amounts.  I  did  not  intend  to  bring 
these  things  up  for  the  institute.  I  am  a  member,  and  I  do  not  want 
to  do  anything  which  is  discourteous  to  the  institute.  They  have 
done  lots  of  good  things.  I  see  that  75  per  cent  of  the  money  con- 
tributed has  been  spent  on  Mr.  Choate  and  Mr. — but  that  is  imma- 
terial. I  would  merely  like  to  have  those  things  in  the  record  as  a 
matter  of  interest. 

BRIEF   OF   GASTON  DTT   BOIS.   PRESIDENT   MONSANTO    CHEMICAL  WORKS. 

ST.  LOUIS,  MO. 

Senator  Smoot  asked  me  why  in  1909  we  refused  duties  on  intermediates  at  a  time 
when  he  and  other  legislators  were  vrilling  to  assist  in  establishing  a  dyeetuff  industry 
in  this  country. 

At  the  time  he  put  the  question  to  me  I  understood  him  to  say  in  1919,  and  having 
no  knowledge  of  our  refusal  to  accept  tariff  protection  on  intermediates  in  1919  1  was 
unable  to  answer  his  question.  In  reading  over  the  hearings  1  noticed  that  he  referred 
to  1909,  which  of  course  throws  a  quite  different  light  on  the  question.  The  point 
brought  up  by  Senator  Smoot  is  "basic  "  and  in  many  ways  of  such  importance  tnat  I 
would  like  to  try  to  make  our  position  clear,  and  in  order  to  do  this  it  will  be  necessary 
for  me  to  explain  our  situation  somewhat  in  detail. 

In  1909  we  Vere  mainly  interested  in  three  intermediates — phthalic  anhydride, 
used  for  the  manufacture  of  phenolphthalein,  a  medicinal  product;  para  phenetidin, 
used  in  the  manufacture  of  phenacetin,  a  medicinal  product;  and  orthotoluol  sul- 
phonamid,  used  in  the  manufacture  of  saccharin,  a  condiment. 

I  will  explain  the  conditions  surrounding  the  manufacture  of  these  three  inter- 
mediates. 

Para  phenetidin. — In  1909  we  imported  para  phenetidin  from  Germany  at  a  price  of 
51.6  cents  per  pound,  duty  paid,  delivered  St.  Louis.  Para  phenetidin  is  produced 
by  two  methods  mainly,  which  are  shown  below. 

Synthesis  No.  1:  Phenol — para  nitro  phenol — ^para  phenetol — ^para  phenetidin  ortho 
nitro  phenol,  a  by-product. 

Synthesis  No.  2:  Benzol — chlorbenzol — para  nitro  chlorbenzol — para  nitro  phene- 
tol— ortho  nitro  chlorbenzol,  a  by-product. 

If  we  examine  synthesis  No.  2  we  find  that  in  1909  phenol  had  to  be  imported,  as  it 
was  not  producei  in  this  country,  and  the  same  applies  to  para  nitro  phenol,  and  there- 
fore if  we  had  attempted  to  make  para  phenetidin  by  this  process  we  would  have  had 
t)  import  either  phenol  or  para  nitro  phenol.  If  we  had  imported  phenol,  pro\'iding^ 
no  duty  was  assessed  on  pnenol,  and  nitrated  this  product  to  para  nitro  phenol,  a 
substantial  quantity  of  ortno  nitro  phenol  would  have  been  obtained  as  a  by-product, 
which  we  would  have  had  to  dispose  of  in  Europe  to  dye  manufacturers,  and  we  doubt 
whether  this  product  could  have  been  sold  to  advantage,  resulting  in  the  somewhat 
increised  cost  of  pira  nitro  phenol. 

The  conversion  of  para  nitro  phenol  to  para  nitro  phenetol  and  the  further  conversion 
of  this  product  into  pira  phenetidin  is  a  very  difficult  operation,  and  while  we  had 
some  general  information  on  the  subject  we  felt  that  we  could  not  have  competed 
succe3=jfullv  with  Germany  in  producing  pxra  phenetidin  for  the  following  reasons: 
(1)  We  would  be  paying  a  profit  to  Germany  on  phenol.  (2)  We  would  be  nitrating 
phenol  in  comparatively  small  quantity,  and  our  conversion  cost  would,  therefore, 
have  been  far  <rreater  than  that  in  Germany.  (8)  We  could  not  have  disposed  of  the 
by-product,  ortho  nitro  phenol,  to  advantas:e.  (4)  Our  yields  in  the  two  last  stagw 
of  the  process  would  have  been  for  the  first  few  yeirs  considerably  lower  than  the 
yields  obtained  in  Germany.  (5)  The  difficulty  of  handling  these  nitro  compounds, 
including  pira  phenetidin,  owing  to  the  poisonous  nature  of  these  compounds  and 
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our  lack  of  experience,  was  a  matter  of  serious  consideration,  as  we  have  since  had  an 
opwrt unity  to  find  out. 

Tlie  second  synthesis  would  offer  the  same  difficulties  had  we  started  from  benzol, 
inasmuch  as  chlorbenzol  was  produced  in  enormous  quantities  in  Germany,  whereas 
our  production  would  have  been  very  limited ^  and  also  inasmuch  as  in  the  nitration  of 
chlorbenzol  ortho  nitro  chlorbenzol  is  obtained  as  h  by-product,  which  also  must  be 
disposed  of  to  dve  manufacturers,  and  while  we  produced  these  compounds  during  the 
war  we  were  unable  to  find  a  market  for  ortho  nitro  chlorbenzol  until  J9J8. 

When  the  war  started  in  1914  we  undertook  the  manufacture  of  chlorbenzol  and  the 
various  other  products  required  for  the  manufacture  of  phenacetin,  and  we  experienced 
very  serious  difRculties.  First  of  all,  in  the  handling  of  such  poiaonous  products, 
owini?  to  their  poisonous  nature,  we  required  al>out  four  yeirs  l)efore  we  were  able  to 
devise  methods  and  apparatus  wliich  would  permit  the  employment  of  trained  men  in 
the  manufacture.  Prior  to  this  we  were  compelled  by  our  physician  to  constantly 
change  the  men  operatin.i;  in  the^e  departments  in  order  to  prevent  seriou-s  conse- 
quencesdue  to  poisoning.  Secondly,  ourcostsof  production  during  the  first  three  years 
were  exceedingly  hisfh,  owing  to  the  fact  that  the  yields  obtained  were  far  too  low,  and 
it  required  the  undivided  attention  of  three  chenaisfs,  who  worked  for  approximately 
three  years  on  the  problem  in  order  to  finally  solve  most  of  the  difficulties.  Our  cost 
price  of  para  phenetidin  ranged  for  a  couple  of  years  between  $2  and  $4  per  pound, 
whereas  the  same  product  was  imported  prior  to  the  war  and  laod  down  in  St.  Ix)uis 
at  a  cost  of  51.6  cents. 

From  these  figures  it  is  evident  that  a  100  per  cent  duty  on  imported  para  phenetidin 
would  not  have  enabled  us  to  undertake  the  manufacture  of  this  product  in  compe- 
tition with  Germany  without  the  loss  of  somewhere  between  $100,000  and  $200,000, 
in  spite  of  the  high  duty  on  para  phenetidin,  and,  as  you  may  well  imagine,  we  were 
not  in  position  to  undertake  to  develop  the  manufacture  of  para  phenetidin  at  a  cost 
which  would  have  destroyed  our  business. 

After  five  years'  experience  in  the  manufacture  of  para  phenetidin  we  have  been 
able  to  bring  the  cost  down  from  approximately  $4  per  pound  to  about  80  cents  per 
pound,  as  against  a  cost  to  us  of  the  unported  product  in  1909  of  51.6  cents  per  pound. 

Our  plant  has  been  closed  down  for  the  last  jsix  months,  but  wc  hope  tnat  as  soon 
as  the  demand  for  phenacetin  becomes  again  normal  and  the  surplus  stocks  have  been 
utilized  that  we  will  resume  manufacture  of  para  phenetidin  and  that,  owing  to  con- 
siderable cuts  in  our  overheads  and  other  reductions  in  cost,  we  may  be  able  to  bring 
the  cost  of  para  phenetidin  down  to  about  60  to  65  cents,  providing  of  course  we  are 
able  to  dispose  of  our  by-product  to  dye  manufacturers  in  this  country. 

Should  this  not  be  the  case  and  should  we  be  compelled  to  consider  the  by-product 
as  a  loss,  the  cost  of  para  phenetidin  would  be  approximately  85  to  90  cents,  although 
it  is  reasonable  to  expect  that  if  the  dye  industry  is  even  partially  successful  in  tiiis 
country  that  we  shall  be  able  to  dispose  of  our  by-products. 

PMhalic  anhydride. — In  1909  phtnalic  anhydride  was  manufactured  in  Germany 
in  very  large  quantities,  mainly  by  the  Badische,  and  this  product  was  the  raw  material 
for  indigo.  Fossibly  10.000,000  pounds  of  phthaUc  anhydride  were  manufactured 
then  in  Germany,  whereas  the  total  quantity  which  we  imported  amounted  then  to 
not  more  than  ^,000  pounds  yearly,  and  the  product  cost  us  46  cents  per  pound, 
duty  paid,  laid  down  in  St.  Louis. 

Unaer  such  conditions  we  could  not  even  consider  undertaking  the  manufacture 
of  phthalic  anhydride  in  this  country,  as  even  if  our  yields  had  been  equal  to  those 
of  tJie  German  concerns  our  cost  price  would  have  been  not  less  than  twice  the  price 
we  had  to  pay  for  the  imported  product. 

The  manufacture  of  phthalic  anhydride  was  particularly  a  difficult  one,  the  process 
being  to  treat  naphthalene  with  concentrated  sulphuric  acid  in  presence  of  mercury 
sulphate.  In  oraer  to  make  the  process  economically  possible,  it  was  necessary  to 
convert  the  escaping  sulphur  dioxide  gases  back  into  sulphuric  acid  to  be  used  over 
again,  and  in  oraer  to  do  this  a  sulphuric  acid  platinum  contact  plant  was  required, 
which,  however,  could  not  be  operated  on  a  small  production  such  as  was  required 
for  our  manufacture. 

Shortly  after  the  European  war  started  we  undertook  the  manufacture  of  phthalic 
anhydride  and  spent  about  three  years  developing  the  above-mentioned  process, 
and  during  that  time  our  cost  of  phthalic  anhydriae  ran  up  to  $4,  and  as  improvements 
were  made  came  down  to  about  $2  per  pound,  as  against  a  prewar  price  of  46  cents, 
duty  paid. 

We  recognized  at  that  time  that  we  would  never  be  able  to  compete  with  Germany 
and  could  not  consider  manufacturing  this  intermediate  after  the  termination  of  the 
war  even  though  a  100  per  cent  duty  on  importations  of  phthalic  anhydride  were  im- 
posed.   Fortunately  for  us  the  chemist*  of  the  color  laboratory  of  the  Department  of 
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Agriculture  were  working  on  the  same  problem,  and  they  were  able  to  work  out  a  new 
process  for  manufacturing  phthalic  anhydride  by  direct  oxidation  of  naphthalene 
with  air.  The  Government  process  was  merely  a  laboratory  process,  and  no  produc- 
tion could  be  obtained  on  a  large  scale  by  this  process  wiUiout  a  considerable  drop  in 
yield.  At  that  time  (November,  1917)  we  were  adced  to  cooperate  with  the  Govern- 
ment in  order  to  develop  a  technical  process,  and  we  worked  for  approximately  two 
years  on  this  problem  and  were  finallv  successful  after  two  years  in  obtaining  satis- 
factory yields  and  reducing  the  cost  of  phthalic  anhydride  to  approximately  40  cents 
per  pound. 

Unfortunately,  however,  the  use  of  phthalic  anhydride  for  the  manufacture  of  indigo 
was  discontinued,  and  indigo  was  produced  during  the  war  in  this  country  and  is  pro- 
duced to-day  from  aniline  oil,  so  that  the  demand  for  phthalic  uihydnde  dropped 
very  considerably,  and  the  quantities  produced  last  year  amounted  to  about  750,000 
pounds,  of  which  a  large  portion  was  produced  in  our  plant. 

Much  of  this  production,  however,  was  exported  to  England  and  Switzerland,  bo 
that  the  actual  demand  for  phthalic  anyhdride  in  this  country  was  not  over  400,000 
pounds. 

We  spent  ap])roximately  $400,000  developing  the  manufacturo  of  phthalic  anhydride, 
$150,000  of  which  was  for  developing  the  old  German  process,  and  this  last  expendi- 
ture is  to-day  valueless  and  has  been  written  off  our  books  owing  to  the  discovery  of 
the  new  air  oxidation  process,  and  our  investment  to-day  in  our  new  plant  for  manu- 
facturing phthalic  anhydride  amounts  to  approximately  $250,000. 

In  the  meantime  two  other  American  manufacturers  have  started  manufacturing 
phthalic  anhydride,  whereas  in  Germany  but  one  plant  is  producing  phthalic  anhy- 
dride and  in  quantities  probably  ten  times  greater  than  that  produced  here  to-day  in 
all  three  plants.  Undor  such  conditions  it  is  evident  that  we  are  yet  far  from  being  in 
position  to  compete  with  Germany,  as,  owing  to  the  duplication  of  effort  in  this  country, 
the  cost  of  phthalic  anhydride  must  necessarily  increase,  as  the  volume  of  production 
is  a  ver>'  important  factor  in  decreasing  cost. 

Prom  the  above  it  appears  to  be  quite  clear  that  we  could  not  in  1909  have  imder- 
taken  the  manufacture  of  these  two  intermediates,  because  five  years  and  possibly 
more  would  have  been  required  in  order  to  enable  us  to  manufacturo  the  product  with 
equal  skill  and  equal  yields  as  obtained  in  Germany,  and  during  these  years  we  would 
have  operated  at  a  very  heavy  loss,  amounting  to  sevleral  hundred  thousands  dollars 
even  though  a  100  per  cent  duty  had  protected  our  intermediates,  which  naturally 
would  have  made  it  imperative  to  have  an  equalizing  duty  to  protect  our  finished 
product.  Even  after  a  period  of  five  years  our  production  would  nave  been  too  small 
as  compared  to  the  German  production  to  have  permitted  competition  without  what 
would  amount  to  a  prohibitive  duty. 

The  question  naturally  arises,  assuming  that  all  I  have  said  is  correct,  what  chances 
have  we,  then,  in  this  country  of  developing  the  manufacture  of  intermediates  and 
dyes  and  other  coal-tar  synthetic  products?  It  should  be  stated  here  that  examples 
stated  above,  phthalic  anhydride  and  para  phenetidin,  are  examples  of  com^ia- 
tively  difficult  intermediates  to  manufsicture,  and  while  there  are  a  great  many  other 
intermediates  in  the  same  class,  still  we  are  producing  to-day  intermediates  in  this 
country,  such  as  aniline  oil,  beta  naphthol,  nitro  benzol,  which  are  comx)aratively 
simple  and  which  can  be  produced  here  in  very  large  quantities. 

In  these  simple  intermediates  we  probably  have  developed  sufficient  knowledge 
to  compete  on  equal  basis  with  Germany,  and  therefore  the  main  difference  in  cost 
will  be  that  due  to  the  wages  paid  to  American  workmen  as  against  wages  paid  in 
Germany,  the  exchange  being  taken  into  consideration  of  course. 

As  far  as  the  development  of  a  greater  part  of  the  intermediates  required  and  the 
development  of  an  independent  dyestuff  and  related  industry  is  concerned,  we  will 
require  several  years  before  we  can  equal  Germany  in  skill  and  experience,  and  up 
to  that  time  it  will  not  be  possible,  generally  speaking,  for  us  to  export  these  chemicals 
in  competition  with  Germany,  and  therefore  our  output  will  be  limited  to  the  American 
market. 

It  is  my  idea  that  after  a  period  of  five  years  from  now,  followed  by  a  gradual  reduc- 
tion in  tariff  duties  on  intermediates  and  dyes,  we  should  be  able  to  gradually  re- 
conquer part  of  the  export  market  and  establish  our  manufacture  on  a  gradually 
increasing  scale,  so  that  we  will  finally  be  in  practically  as  favorable  a  position  as 
Germany,  and  the  only  difference  then  in  our  cost  will  necessarily  be  due  to  difference 
in  wages  paid  to  American  workmen  and  German  workmen. 

We  more  than  likely  will  be  able  in  the  meantime  to  develop  new  lines  of  dyes 
and  other  oi^ganic  products,  and  by  such  new  developments  and  patent  protection  in 
foreign  countries  obtain  such  advantages  which  will  permit  us  to  export  and  to  enjoy 
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in  this  respect  and  in  some  lines  the  same  advantages  which  Germany  has  to-day  in 
practically  all  lines. 

I  r€^;ret  that  it  has  been  necessary  to  go  to  such  lengths  in  order  to  explain  this 
situation,  but  as  stated  above  the  question  raised  is  of  such  fundamental  importance 
that  I  felt  that  we  should  at  least  make  our  position  as  clear  as  posBible. 

STATEMENT  OF  W.  PABKEB  JONES,  BEP&ESENTING  THE  VICTOR 

GHEMICAIi  WORKS,  CHICAGO,  ILL. 

The  Chairman.  Mr.  Jones,  state  your  name  and  representation  to 
the  reporter. 

Mr.  Jones.  W.  Parker  Jones,  Union  Trust  Building,  Washington; 
I  appear  before  the  committee  as  attorney  for  the  Victor  Chemical 
Worts,  of  Chicago,  III. 

The  Victor  Chemical  Works  are  manufacturers  of  oxalic  acid. 

Senator  Smoot.  Where  are  your  plants  located  ? 

Mr.  Jones.  Our  plant  is  located  at  Chicago  Heights,  111. 

Senator  Smoot.   x  ou  have  only  one  plant? 

Mr.  Jones.  Only  one  plant.  That  plant  was  erected  during  the 
war.  The  Victor  Chemical  Works  first  began  to  produce  oxalic  acid 
on  a  commercial  scale  in  1917.  The  company  continued  to  produce 
oxalic  acid  up  to  October,  1920.  At  that  time  the  production  was 
at  the  rate  of  about  3,000,000  pounds  per  annum. 

About  that  period  oxalic  acid  began  to  be  imported  from  Germany 
and  was  sold  in  our  markets  here  at  15  cents  a  pound,  which  was 
about  9J  cents  below  our  cost  of  production,  with  the  result  that  the 
Victor  Chemical  Works  closed  down  its  plant.  It  remained  closed 
until  the  latter  part  of  May  of  this  year  when,  on  account  of  the 
control  exercised  under  the  emergency  tariff  act,  production  was 
resumed  and  the  company  is  now  operating  and  producing  at  the 
rate  of  about  2,000,000  pounds  per  annum,  and  selling  at  a  price  of 
16  to  18  cents  a  pound. 

Senator  Smoot.  How  can  you  do  that  if  it  costs  you  27  cents  to 
make? 

Mr.  Jones.  The  figures  which  I  gave  you  were  the  costs  of  Octo- 
ber.   Our  October  costs  were  a  little  over  24  cents  a  pound. 

Senator  Smoot.  What  are  they  now? 

Mr.  Jones.  Our  present  costs  are  approximately  17  cents  a  pound. 

Senator  Smoot.  And  you  are  selling  it  from  16  to  18  cents? 

Mr.  Jones.  Yes. 

Senator  Smoot.  Why  should  you  sell  it  for  less  than  cost? 

Mr.  Jones.  We  were  selling  it  at  less  than  cost  because  German 
oxalic  acid  was  being  offered  here  at  a  price  below  our  cost  of  pro- 
duction. 

Senator  Smoot.  I  do  not  mean  that.  I  mean  now.  Why  do  you 
sell  it  at  16  cents  when  the  German  product  is  not  coming  in  here 
when  it  costs  you  17  cents  to  make  it? 

Mr.  Jones. 'Because  at  the  time  oxalic  acid  became  a  controlled 
commodity  there  were  considerable  stocks  of  German  oxalic  acid  in 
this  country. 

Senator  Smoot.  And  you  were  selling  against  that  stock? 

Mr.  Jones.  We  were  selling  against  the  stock  of  foreign  oxalic 
acid  that  was  already  on  hand  at  that  time. 
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Senator  Watson  of  Indiana.  Wherein  is  the  difference  of  cost  of 
production  between  then  and  now? 

Mr.  Jgnes.  The  principal  difference  is  in  the  reduction  in  labor 
cost  and  the  cost  of  raw  materials. 

Senator  Watson  of  Indiana.  You  mean  by  that  you  have  reduced 
your  wages  in  your  plant? 

Mr.  Jones,  i  es,  sir.  In  October,  1920,  the  lowest  wage  in  our 
plant,  where  we  have  about  200  employees,  for  labor  was  55  cents  an 
hour.  The  lowest  wage  in  October,  1920,  was  55  cents.  At  the  pres- 
ent time  our  lowest  wage  is  87^  cents  an  hour,  and  our  average  wage 
is  55  cents  an  hour. 

The  present  manufacturing  costs — and  our  figures  are  of  June  of 
this  year — are  made  up  of  labor,  6.4  cents  a  pound;  raw  material, 
7  cents  per  pound;  factory  operation,  1.1  cents  per  pound;  adminis- 
tration, transportation,  and  sales  expenses,  2.5  cents  per  pound;  mak- 
ing a  total  of  17  cents  per  pound. 

The  price  of  oxalic  acid  in  June,  1921,  in  Germany  was  8i  cents 
a  pound.  After  paying  IJ  cents  a  pound  duty,  which  is  the  rate 
under  the  Underwood  tariff  law,  less  a  quarter  of  a  cent  per  pound 
for  transportation,  it  would  be  possible  for  Gennan  oxalic  acid  to 
be  laid  down  in  this  country  at  a  cost  of  about  10  cents  a  pound, 
which  is  about  7  cents  a  pound  less  than  our  manufacturing  cost. 

Senator  Smoot.  They  can  not  ship  oxalic  acid  at  $5  a  ton  from 
Gernumy  here,  can  they  ? 

Mr.  Jones.  It  can  be  shipped. 

Senator  Smoot.  I  mean  to  say  under  the  sea  rates  to-day — that  is 
as  low  a  rate  as  was  ever  made  away  back  in  the  eighties. 

Mr.  Jones.  I  do  not  think  the  present  rate  is  very  much  higher 
than  a  quarter  of  a  cent.  It  may  be  higher  than  that,  and,  of  coui^se, 
to  that  extent  it  would  raise  the  present  German  cost  by  a  fraction 
of  a  cent  a  pound.  According  to  the  best  statistics  available  to  us. 
our  present  cost  of  labor  is  approximately  ten  times  the  cost  of  lal)or 
in  Germany,  taking  account  of  existing  rates  of  exchange. 

We  are  principally  concerned  at  the  present  time  with  what  is 
going  to  happen  on  the  28th  of  August.  We  know  there  are  now 
500,000  pounds  or  more  of  (lerman  oxalic  acid  already  landed  in  the 
customhouses  of  this  country  which,  unless  the  existing  form  of  con- 
trol is  continued  beyond  August  28,  wall  be  offered  for  sale  in  this 
countrv  without  anv  restriction  other  than  the  rate  of  dutv  under  the 
Underwood  tariff  of  1^  cents  a  pound. 

We  know  we  can  not  compete  with  oxalic  acid  at  the  present 
(jerman  price  with  the  addition  of  that  low  rate  of  duty. 

The  object  of  our  coming  before  the  committee  at  this  time  is  to 
request  this  committee  to  extend  the  present  system  of  control  pend- 
ing the  enactment  of  the  permanent  tariff  law. 

Senator  Smoot.  I  am  willing  to  do  that.  I  do  not  know  whether 
it  will  be  done,  of  course,  but  I  am  perfectly  willing. 

Mr.  Jones.  If  that  can  be  done,  then  our  request  to  this  committee 
would  be  that  a  rate  of  duty  be  imposed  on  oxalic  acid  which  would 
equalize  the  cost  of  production  in  this  country  and  abroad.  In  other 
words,  we  desire  to  be  put  on  a  competitive  basis.  If  a  rate  of  duty, 
either  an  ad  valorem  duty  or  a  specific  duty  or  a  combination  of  the 
two  can  be  imposed  which  will  place  us  on  a  competitive  basis,  we 
believe  we  can  take  care  of  the  rest. 
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I  know  that  Senator  Smoot,  and  probably  the  other  members  of 
the  committee,  are  familiar  with  the  effect  of  German  competition 
on  the  manufacture  of  oxalic  acid  in  the  past. 

Senator  Smoot.  We  know  the  history  of  it. 

Mr.  Jones.  That  being  so,  I  presume  it  would  be  entirely  superflu- 
ous for  me  to  recount  it. 

Senator  Smoot.  I  think  you  have  covered  the  whole  question  in 
giving  the  cost  to  the  committee.  There  is  no  need  of  saying  any- 
thing more.    The  committee  knows  the  situation  just  as  it  is. 

Mr.  Jones.  That  being  so,  I  thank  you  for  your  consideration. 

Senator  McLean.  Would  you  care  to  file  a  copy  of  your  brief, 
which  I  see  you  have  in  your  hand,  with  the  committee? 

Mr.  JoNBS.  Yes ;  I  would  like  that  privilege. 

Senator  MoCumber.  You  may  file  it  as  a  part  of  your  statement. 

BRIEF  OF  W.  PABXEB  J0VE8.  BEPBESEVTIHO  THE  TIOTOE  CHEXXOAL  W0EX8, 

OHXCAOO,  ILL. 

Dyk  and  Chemical  Control — Oxalic  Acid. 

PRESENT  law. 

The  Secretary  of  tlie  Treasury  having  determined  that  oxalic  add  is  a  syn- 
thetic organic  chemical  and  is  obtainable  in  the  Uniteil  States  "  in  siifflcient 
quantities  and  on  reasonable  terms  as  to  quality,  price,  and  delivery,"  imports 
of  oxalic  add  are  now  being  refused  admission  into  this  country  by  virtue  of  the 
provisions  of  the  emergency  tarlflf  act  of  May  27,  1921.  By  the  terms  of  the  act, 
dye  and  chemical  control  comes  to  an  end  on  August  27,  1921.  It  is  recom- 
mended that  appropriate  legislation  be  passed  continuing  this  control  until 
the  enactment  of  the  new  permanent  tariff  law. 

IMPORTANCE  OF  OXALIC   ACID  INDUSTRY. 

Oxalic  acid  Is  used  In  laundries  in  a  large  way  to  neutralize  the  alkali  and  Is 
the  best  add  rinse  for  that  purpose,  because,  when  properly  used,  It  does  not 
injuriously  affect  the  fabric. 

Oxalic  acid  further  has  an  important  use  in  the  manufacture  of  dyes,  espe- 
cially malachite  green,  which  prior  to  the  war  was  all  imported  from  abroad, 
but  which  is  now  manufactured  on  an  extensive  scale  In  this  country. 

Oxalic  acid  further  is  employed  to  a  large  extent  In  dyeing  and  printing  tex- 
tiles, especially  dyeing  wool  on  a  chrome  mordant. 

Further,  it  finds  employment  in  the  bleaching  of  straw  articles,  esijedally 
hats,  In  the  manufacture  of  cleaning  compounds  and  metal  polishes.  In  the 
bleaching  of  leathers,  wood,  cork,  and  shellac  and  in  the  manufacture  of  ink. 

Salts  of  oxalic  acid  also  find  employment  in  the  tanning  and  other  Industries. 

Oxalic  add  is  of  great  importance  to  many  manufacturers  in  this  country 
who,  prior  to  the  war,  had  to  depend  on  foreign  manufacturers  for  their  supplies. 

AMOUNT  OF  OXALIC    ACID   CONSI'MED   WITHIN   THE  UNITED   STATP:S. 

Prior  to  the  war  there  was  but  one  manufacturer  of  oxalic  add  in  the  Tnited 
States,  viz.  The  American  Alkali  &  Acid  Co.,  of  Bradford,  Pa.  We  est'mate 
that  their  annual  production  was  In  the  neighborhood  of  2,000,000  pounds.  At 
the  same  time.  In  the  prewar  years  1912.  1913,  and  1914,  there  were  imi>orted 
Into  this  country  approximatly  8.000,000  pounds.  [See  Tariff  Information, 
Series  No  13,  I'nlted  States  Tariff  Commission.!  The  total  consumption  of 
oxalic  acid  in  this  country,  therefore,  -in  those  years  Is  estimated  at  about 
10,000,000  pounds  annually. 

About  75  per  cent  of  all  the  oxalic  acid  Imported  Into  this  country  was  of 
German  manufacture,  about  12^  per  cent  was  the  product  of  Northern  Norway, 
and  12i  per  cent  the  product  of  the  United  Kingdom. 
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DEVELOPMENT  OF  THE  INDUSTRY   WITHIN   THE   UNITED   STATES. 

The  American  Alkali  &  Acid  Co.,  of  Bradford,  Pa.,  iimnufactured  oxalic  acid 
from  sawdust. 

In  1916  and  1917,  after  several  years  of  research  work  and  the  erection  of  a 
large  plant,  the  Victor.  Chemical  Works  began  the  manufacture,  on  a  commer- 
cial scale,  of  oxalic  acid  by  the  synthetic  process,  using  carbon  monoxide  jais 
and  caustic  soda  as  its  principal  raw  materials. 

The  investment  to  date  of  the  Victor  Chemical  Works  in  its  plant  is  in  excess 
of  $600,000.  Its  plant  is  designed  to  produce  5,000,000  pounds  per  year,  which 
production  can  he  increase:!  by  plant  addition. 

Until  October,  1920,  the  Victor  Chemical  Works  was  producing  at  the  rate 
of  3,000,000  pounds  per  year,  but  owing  to  the  effect  on  the  market  of  heavy 
imi)ortations  offered  to  the  consuming  trade  in  this  country  at  considerably  be- 
low the  cost  of  manufacture,  the  plant  was  closed  down.  Operations  were  re- 
sumed in  May,  1921,  as  a  result  of  the  emergency  tariff  act. 

Besides  the  two  American  manufacturers  who  are  still  in  business,  viz.  the 
American  Alkali  &  Acid  Co.  anl  the  Victor  Chemical  Works,  the  followins 
companies  formerly  manufactured  oxalic  acid  in  ths  country: 

The  North  American  Chemical  Co.,  Milwaukee,  Wis.;  Essex  Co.,  I>awrence, 
Mass. ;  Semmet-Solvay  Co.,  Syracuse,  N.  Y. ;  United  States  Industrial  Co., 
New  York,  N.  Y. 

These  four  manufacturers,  however,  finding  themselves  unable  to  compete, 
abandoned  the  business  and  dismantled  their  factories. 

FUTURE  PROSPECTS   OF  THE  INDUSTRY. 

There  are  now  hundreds  of  thousands  of  pounds  of  oxalic  acid  of  foreign 
manufacture  landed  at  the  customhouses  of  this  country,  awaiting  the  Expira- 
tion of  dye  and  chemical  control  on  August  27,  1921.  Unless  this  control  be 
continued,  pending  the  enactment  of  the  new  permanent  tariff,  these  and  other 
large  quantities  to  arrive  will  be  admitted  subject  only  to  duty  under  the 
Underwood  Tariff  Law  of  1^  cents  per  pound.  This  influx  of  foreign  oxalic 
acid,  due  to  differences  in  manufacturing  costs,  will  certainly  bring  disaster  to 
the  American  oxalic  acid  industry  and  destroy  the  beneficial  cffe<*t  of  whatever 
rates  of  duty  may  finally  be  imposed  by  the  new  permanent  tariff  law. 

If  the  existing  control  be  continued  until  the  new  permanent  tariff  law  be- 
comes a  law  and  that  bill  carries  a  suflflcient  rate  of  duty  to  put  the  domestic 
manufacturers  of  oxalic  acid  on  a  competitive  basis,  the  present  manufacturing 
facilities  of  the  country  would  be  ample  to  supply  all  the  domestic  require- 
ments, and  it  is  safe  also  to  predict  that  any  increase  in  the  demand  would 
be  quickly  met  by  the  extension  of  existing  plan  facilities  or  by  new  companies 
entering  the  field. 

NUMBER  OF  EMPLOYEES  AFFECTED. 

The  'production  of  10,000,000  pounds  of  oxalic  acid  per  year  requires  nbuut 
1,000  men  in  the  direct  manufacture.  To  these  should  be  added  about  300  more 
men,  who  are  employed  in  the  production  of  raw  materials  used  in  the  manu- 
facture of  oxalic  acid,  which,  in  the  case  of  the  Victor  Chemical  Works,  are 
caustic  soda,  sulphuric  acid,  lime,  coal,  and  coke,  so  that  the  number  of 
individuals  who  find  employment  in  the  oxalic  acid  industiy  and  because  of  it 
may  be  conservatively  stated  as  1,300  men. 

DOMESTIC     PRODUCTION     COSTS,     WAGES,     AND     INFORMATION     REGARDING     COSTS    IN 

FOREIGN    COUNTRIES. 

The  actual  cost  of  producing  a  pound  of  oxalic  acid  during  June,  1921,  taken 

from  the  books  of  the  company,  and  the  last  figures  of  continuous  operation 

available  show  a  manufacturing  cost  of  17  cents  per  pound  of  oxalic  acid. 

This  cost  is  made  up  as  follows: 

Cents. 

Labor per  pound—  6.4 

Raw   materials do 7.0 

Factory a do 1. 1 

Administration,  transportation,  and  sales do 2.5 

Total 17.0 
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Inasmuch  as  75  per  cent  of  all  the  oxalic  acid  imported  into  this  country  in 
prewar  years  came  from  Germany,  and  it  is  the  German  product  which  will 
enter  our  market  again,  a  comparison,  therefore,  with  the  cost  in  Germany 
is  pertinent. 

The  German  wholesale  price  of  oxalic  acid  in  June,  1921,  was  8i  cents  per 
pound  (chemical  markets).  After  paying  ii  cents  per  pound  duty  under  the 
present  tarifl  law  and  one-fourth  cent  per  pound  for  transportation  the  cost 
of  German  oxalic  acid  laid  down  in  this  country  would  be  10  cents  per  pound, 
or  about  7  cents  per  pound  less  than  our  present  manufacturing  cost. 

Our  cost  sheet  shows  that  we  use  raw  materials  to  the  value  of  7  cents  per 
pound.  At  least  30  per  cent  of  the  cost  of  this  material  is  represented  by 
labor,  or  about  2.1  cents  per  pound.  Adding  the  cost  of  direct  labor  at  6.4  cents 
per  pound  the  total  labor  costs  entering  into  1  pound  of  domestic  oxalic  acid 
approximates  8^  cents  per  pound.  According  to  the  latest  figures  available 
this  is  ten  times  greater  than  in  Germany.  In  brief,  we  are  paying  over  7 
cents  more  per  pound  for  labor  than  our  German  competitors. 

METHODS  OF  FOREIGN  COMPETITION. 

German  oxalic  acid  was  sold  in  this  country  during  the  last  few  months  of 
1920  at  prices  ranging  from  15  to  19  cents  per  pound,  which  was  so  far  below 
our  cost  of  production  that  It  was  impossible  for  us  to  meet  such  price,  and  it 
became  necessary,  therefore,  to  discharge  our  men  and  to  suspend  factory 
operations.  While  prices  as  low  as  15  cents  per  pound  were  quoted,  our  advices 
from  the  United  Kingdom  and  from  Germany  were  that  oxalic  acid  was  being 
sold  in  those  countries  at  the  same  time  at  a  price  equal  to  30  cents  per  pound. 
It  is  quite  evident,  therefore,  that  these  goods  were  dumped  on  the  United 
States  market,  probably  to  get  rid  of  surplus  stocks,  and  also  to  put  the 
American  manufacturer  out  of  business. 

Not  having  been  in  the  business  prior  to  1914  we  did  not  come  in  contact 
with  such  unfair  and  destructive  business  methods  until  lately,  but  we  refer 
to  hearing  on  H.  R.  4870  June  10,  11,  1919,  where  the  representative  of  the 
American  Alkali  &  Acid  Co.  testified  that  during  the  years  1909  to  1914  they 
had  lost  on  an  average  of  $100,000  per  year  because  of  the  market  conditions 
created  by  importation  of  oxalic  acid  of  German  origin. 

We  also  quote  from  an  article  of  A.  Mitchell  Palmer,  former  Allen  Property 
Custodian,  written  in  the  Saturday  Evening  Post  of  July  19,  1919,  which  refers 
to  oxalic  acid,  as  follows : 

"  In  1901,  when  there  was  none  of  it  proijuced  in  this  country,  it  was  sold  by 
the  Germans  at  about  16  cents.  Two  years  later,  when  the  American  Alkali  & 
Acid  Co.  began  producing,  the  price  was  at  once  dropped  to  4.7  cents,  at  about 
which  point  it  remained  for  four  years,  when  the  American  company  shut  down. 
Thereupon,  the  Germans  jumped  the  price  to  9  cents.  When  the  factory  reopened 
the  price  was  lowered  again,  and  in  1908  the  American  company  failed." 

The  record  is  quite  complete  as  to  the  destructive  effect  of  this  foreign  com- 
petition on  American  manufacturers. 

THE  PRESENT  RATE  OF  DUTY  OF  1 J  CENTS  PER  POUND  AFFORDS  ONLY  ONE-THIRD  OF  THE 
PROTECTION  NOW  THAT  IT  DID  IN  1913,  WHEN  IT  WAS  ENACTED,  AND  IT  WAS  INADE- 
QUATE THEN. 

The  Unite<i  States  Tariff  Comm'ssion,  In  "  Tariff  Information,  Series  No.  13," 
gives  the  approximate  value  of  oxalic  acid  during  the  prewar  years — 1911,  1912, 
1913,  and  1914 — at  approximately  5  cents  per  pound,  so  that  a  duty  of  li  cents 
at  that  time  was  equivalent  to  an  ad  valorem  duty  of  30  per  cent.  To  day  our 
actual  cost  of  manufacture  is  approximately  17  cents  per  pound,  and  the  lowest 
price  at  which  the  product  was  dumped  during  the  months  preceding  May,  1921, 
on  the  American  market  was  15  cents  per  pound,  and  the  duty  thereon  of  li 
cents  per  pound,  therefore,  represented  an  ad  valorem  duty  of  only  10  per  cent, 
instead  of  30  per  cent,  the  duty  fixed  by  the  act  of  1913. 

This  rate  of  duty  afforded  Inadequate  protection  at  the  time  it  was  Imposed, 
and  it  affords  less  protection  now. 

Nothing  less  than  continuance  of  the  existing  license  control,  pending  the 
enactment  of  the  new  permanent  tariff  law,  can  prevent  the  renewal  of  German 
domination  of  the  American  market  for  oxalic  acid,  and  the  destruction  of  the 
oxalic  acid  Industry  in  this  country. 
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The  Chairman.  The  next  gentleman  to  be  heard  is  Mr.  S.  Iser- 
mann,  of  Springfield,  N.  J.,  representing  the  Chemical  Co.  of  Amer- 
ica and  other  manufacturers. 

STATEMENT  OF  S.  ISEBMANN,  SPBINGFIELD,  N.  J.,  BEPBESEKT- 
ING  THE  CHEMICAL  CO.  OF  AMEBICA  AND  OTHEB  MANUFAC- 
TITBEBS. 

The  Chairman.  Are  you  in  the  chemical  business,  Mr.  Isermann? 

Mr.  Isermann.  Yes,  sir ;  I  am. 

The  Chairman.  What  chemicals  does  your  concern  manufacture? 

Mr.  Isermann.  I  represent  here  the  Chemical  Co.  of  America, 
manufacturing  dyestuffs  and  intermediates. 

The  Chairman.  Will  you  submit  your  views  briefly  to  the  com- 
mittee ? 

Mr.  Isermann.  In  the  first  place,  Mr.  Chairman,  I  want  to  state 
that  I  have  a  letter  here  signed  by  65  manufacturers,  which  I  would 
like  to  read  to  you.  I  diq  not  think  I  was  going  to  be  called  this 
afternoon,  Mr.  Chairman 

The  Chairman.  All  right;  if  it  is  not  convenient  at  this  time 

Mr.  Isermann.  Yes ;  it  is  convenient.  I  did  not  know  I  was  going 
to  be  called  at  this  time,  and  for  that  reason  I  am  not  quite  ready ; 
but  I  will  proceed. 

The  letter  to  which  I  refer  is  as  follows : 

The  Chemical  Co.  of  America  (lNC.)f 

New  York,  August  3,  JV21. 

Senator  Boies  Penrose, 

Chairman  Senate  Finance  Committee,  Washington,  D.  C. 

Dear  Sir:  In  connection  with  the  consideration  of  the  chemical  schedule  of 
the  pending  tarifp  bill,  it  has  been  persistently  alleged  in  the  press  and  by 
speakers  that  there  Is  danger  of  creating  a  dye  and  chemical  monopoly  in  this 
country  through  the  aid  of  the  selective-embargo  provisions  of  the  bill. 

Nothing,  in  fact,  can  be  further  from  the  truth. 

As  a  smaller  American  manufacturer  of  dyestuff  intermediates,  dyestuffs. 
drugs,  and  coal-tar  aromatics,  I  declare  that  the  only  monopoly  to  fear  in 
the  coal-tar  chemical  Industry  is  the  great  German  kartel,  the  largest  chemical 
combine  in  the  world,  the  members  of  which  have  contracted  the  pooling  of 
profits  for  a  period  extending  to  the  year  2000,  or  for  79  years  from  date. 

This  monopoly  is  a  threat  and  menace  to  our  organic  chemical  industry  be- 
cause of  the  long-developed  skill  and  abnormally  low  costs  of  production  due 
to  cheap  raw  material  and  labor.  It  must  not  be  forgotten  that  the.  raw  ma- 
terials required  by  that  industry  in  Germany  are  all  or  practically  all  obtain- 
able within  the  German  borders,  and  on  account  of  the  small  wages  and  a 
depreciated  currency  no  tariff  rates  which  would  serve  to  protect  other  Ameri- 
can industries  will  adequately  prote<*t  the  coal-tar  industry  for  several  years 
to  come  from  the  destructive  competition  of  the  combined  forces  of  the  German 
chemical  manufacturers. 

Since  the  war  deprived  Germany  of  control  of  the  American  market,  we  have 
been  and  are  still  manufacturing  dyestuffs  and  other  coal-tar  chemicals,  and 
smaller  and  larger  manufacturers  together  have  been  instrumental  in  building 
up  a  self-contained  coal-tar  chemical  industry  in  the  United  States  since  and 
during  the  war.  We  have  no  fear  that  the  two  or  three  larger  American  con- 
cerns can  or  will  destroy  our  business. 

The  report  of  the  United  States  Tariff  Commission,  released  to  the  press 
July  11  last,  completely  disproves  the  existence  of  a  monopoly  in  the  coal-tar 
chemical  industry  in  the  United  States.    It  says : 

"  The  total  number  of  firms  engage<l  in  the  production  of  coal-tar  products 
in  1920  was  213,  while  those  companies  engaged  in  the  manufacture  of  dyes 
alone  numbered  82." 

The  signatures  hereto  attached  of  the  independent  and  competing  concerns 
is  self-supporting  evidence  of  the  statement  made  by  the  Tariff  Commission. 
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These  concerns  whose  signatures  are  affixed  are  wholly  independent  and  to  so 
larjre  an  extent  competitors  that  the  accusation  that  there  is  a  chemical  mo- 
nopoly is  utterly  absurd.  This  accusation  is  made  mostly  by  importers  for  the 
puriKKse  of  misleading  and  confusing  the  issue. 

As  tt  representative  smaller  manufacturer,  I  state  emphatically  that  unless 
we  are  entirely  safeguarded  from  the  German  monopoly  by  an  embargo  pro- 
vision for  a  limited  number  of  years  against  foreign  coal-tar  chemicals  that  we 
are  successfully  making  here,  we  will  be  forced  to  close  our  doors  and  abandon 
pro<Uiction. 

The  Tariff  Commission  reports  that  Germany  has  already  regained  the  com- 
petitive markets  of  the  world.  Our  exports  for  April  and  May,  1921,  as  against 
those  of  the  corresponding  months  of  1920,  haye  dropped  by  more  than  80  per 
<'ent,  and  if  the  American  market  becomes  only  temporarily  competitive  Ger- 
many will  absorb  it  completely  and  a  foreign  monopoly  will  be  our  only  source 
of  coal-tar  chemicals. 

(ireat  Britain,  France,  and  Italy  have  already  closed  their  markets  to  foreign 
dyes  and  coal-tar  chemicals  by  similar  methods  to  those  which  are  sought  in 
the  interests  of  the  American  industry.  Great  Britain,  France,  and  Italy  have 
closed  their  markets  to  our  coal-tar  dyes  and  other  organic  chemicals  except 
hy  special  permit.  Why,  then,  should  we  by  failure  to  adopt  similar  methods 
destroy  that  which  it  has  taken  us  several  years  to  build  up? 

Attached  hereto  is  a  list  of  coal-tar  chemical  manufacturers  independent  of 
the  two  or  three  larger  concerns.  These  manufacturers,  after  two  years  of 
serious  thought  and  consideration,  have  come  to  the  conclusion  that  only  ade- 
quate protective  measures  of  the  type  suggested  will  keep  the  industry  in  the 
T'nite<l  States;  therefore  it  is  up  to  Congress  to  decide  whether  it  wants  the 
industry  to  continue  here  or  not. 
Yours,  very  truly, 

S.  ISERMANN,  President. 

m 

I  want  to  say  this,  Mr.  Chairman,  that  we  have  65  signatures  to 
tliis  letter.  I  do  not  suppose  you  want  me  to  take  up  the  time  to  read 
that  list  of  names.  They  come  from  every  State  and  they  are  ex- 
jictl'V  what  is  stated  in  the  letter — manufacturers  of  all  sorts  of  coal- 
tar  chemicals  in  addition  to  dyes. 

Sentitor  McCumber.  They  may  be  inserted  in  the  record. 

(The  list  of  names  referred  to  is  as  follows :) 

Beaver  Chemical  Co..  Walter  Reinicke,  manufacturers  of  dyestuiTs  and  inter- 
mediates, 106  Wall  Street,  New  York  City.     (Factory,  Damascus,  Va.) 

Texdel  Chemical  Co.,  S.  Daniel  Fisher,  raanufncturers  of  dyestuffs,  1C8  Water 
Street,  New  York  City.     (Factory,  Jersey  City.) 

Con  unon  wealth  Chemical  Corporation,  A.  H.  May  land,  manufacturers  of  per- 
fumery materials,  flavors,  drugs,  and  camphor  substitute,  15  l*ark  Row,  New 
York  City.     (Factory,  Newark,  N.  Y.) 

Reliance  Aniline  &  Chemical  Co.,  Herbert  J.  Fessler,  manufacturers  of  dye- 
stuiTs, 15  WiUiam  Street,  New  York  City.     (Factory,  Poughkeepsie,  N.  Y. 

Atlas  Color  Works,  Philip  W.  Zobel ;  E.  B.  Landolt,  secretary,  manufacturers 
of  dyestuffs,  417  Hamilton  Avenue,  Brooklyn,  N.  Y. 

Debrook  Co.,  David  Brooks,  jr.,  manufacturers  of  dyestuffs  and  intermediates, 
1105  Metropolitan  Avenue,  Brooklyn,  N.  Y. 

Dicks-David  Co.,  C.  Christian,  manufacturers  of  dyestulTs,  19-21  North  Moore 
Street,  New  York  City.     (Factory,  Chicago  Heights,  111.) 

Tower  Manufacturing  Co.,  D.  H.  Jonas,  manufacturers  of  dyestuffs,  inter- 
mediates, and  drugs,  552  Pearl  Street,  New  York  City.  (Factorj',  Newark, 
N.  J. ) 

Grasselli  Chemical  Co.,  Roger  Wallach,  manufacturers  of  dyestuffs  and  inter- 
mediates, 117  Hudson  Street,  New  York  City.  (Factories,  New  York  and  New 
Jersey. ) 

Rhodla  Chemical  Co.,  A.  C.  Robertson,  manufacturers  of  photographic  ma- 
terials, drugs,  chemicals,  and  flavorings,  89  Fulton  Street,  New  York  City. 
(Factory,  New  Brunswick,  N.  J.) 

Sherwin-Williams  Co.,  A.  W.  Steudcl,  manufacturers  of  dyestuffs  and  paints, 
115  Broadway,  New  York  City.     (Factories,  Cleveland  and  Chicago.) 

Butterworth-Judson  Corporation,  F.  E.  Signer,  inanufacturers  intermediates 
and  dyes,  61  Broadway,  New  York  City.     (Factory,  Newark,  N.  J.) 
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Hooker  Electro  Chemical  Ck).,  S.  A.  Ward,  manufacturers  intermediates  and 
dyes,  25  Pine  Street,  New  York  City.     (Factory,  Echota,  N.  Y.) 

Zinsser  &  Co.  (Inc.),  F.  Z.  Zinsser,  manufacturers  of  photographic  chemicals, 
dyestuffs,  and  intermediates,  Hastings-on-Hudson,  N.  Y. 

Condensite  Co.  of  America,  K.  Brown,  manufacturers  of  synthetic  resins, 
Bloomfleld,  N.  J.     (Factory,  Wyandotte,  Mich.) 

Gaskill  Chemical  Corporation,  Robert  Merrihew,  manufacturers  of  fur  dyes 
and  intermediates,  157  Spencer  Street,  Brooklyn,  N.  Y. 

American  Nitration  Co.,  A.  Weeks,  manufacturers  of  intermediates.  River 
Road,  Nutley,  N.  J. 

The  Wilbur  White  Chemical  Co.,  W.  E.  Bridgeman,  manufacturers  of  inter- 
mediates and  fur  dyes,  Oswego,  N.  Y. 

Atlantic  Dyestuflf  Co.,  Albert  C.  Burrage,  manufacturers  of  intermetlaites  and 
dyestuffs,  88  Ames  Building,  Boston,  Mass.  (Factories,  Burrage,  Mass..  and 
Portsmouth,  N.  H.) 

United  States  Color  &  Chemical  CJo.,  John  O'Day,  manufacturers  of  dyestuffs 
and  intermediates,  93  Broad  Street,  Boston,  Mass.     (Factory,  Ashland,  Mass.) 

Independent  Coal  Tar  Co.,  N.  M.  Caton,  manufacturers  of  dyestufCs  and  inter- 
mediates, 26  Broad  Street,  Boston,  Mass.     (Factory,  Taunton,  Mass.) 

Essex  Aniline  Works  (Inc.),  N.  W.  Hyde,  manufacturers  of  dyestufCs  and  in- 
termediates, 88  Broad  Street  Boston,  Mass.    (Factory,  South  Middleton,  Mass.) 

Hub  Dyes  Stuff  &  Chemical  Co.,  Richard  Baybutt,  manufacturers  of  dye- 
stuffs,  595  East  Seventh  Street,  South  Boston,  Mass. 

Newport  Chemical  Works  (Inc.),  J.  F.  Blackie,  manufacturers  of  dyestuffs 
and  intermediates.  First  Wisconsin  National  Bank.  (Factory.  Milwaukee, 
Wis.,  Passaic.  N.  J.). 

Transatlantic  Chemical  Corporation,  E.  B.  Clary,  manufacturers  of  inter- 
mediates, Linden,  N.  J. 

Trlco  Chemical  Co.,  R.  J.  Watters,  manufacturers  of  dyes,  502  Iroquois  Build- 
ing. Buffalo,  N.  Y. 

Connecticut  Metal  &  Manufacturers  of  Dye  Chemical  Co.,  William  T.  Row- 
land, president,  manufacturers  of  dyestuffs  and  intermediates.  New  Britain, 
Conn.     (Factory,  East  Berlin.  Conn.) 

Standard  Chemical  Co.,  M.  Szamatolskl,  president,  manufacturers  of  syn- 
thetic chemicals  and  drugs.     (Factory,  Bayonne,  N.  J.) 

•Antoine  Chiris  Co.,  B.  T.  Bush,  president,  manufacturers  of  synthetic,  aro- 
matic chemical,  drugs,  and  solvents.     (Factory,  Delawanna,  N.  J.) 

McKesson  &  Rbbbins  (Inc.),  Donald  McKesson,  secretary,  manufacturers  of 
drugs.     (Factory,  New  York  City.) 

Rediant  Dye  &  Color  Works,  John  Michel,  manufacturers  of  dyes  and  in- 
termediates, Brooklyn,  N.  Y. 

Peerless  CJolor  Co..  R.  W.  Cornelison,  manufacturers  of  dj'es  and  inter- 
mediates, Bound  Brook.  N.  J. 

American  Vat  Color  Co.,  M.  LaPorte,  president,  manufacturers  of  vat  colors, 
Chicago,  111. 

Beaver  Manufacturing  Co.,  Phillip  R.  French,  treasurer,  manufacturers  of 
dyestuffs,  Bellard  Vale,  Mass. 

Raritan  Aniline  Works,  A.  B.  Hamby,  manager,  manufacturers  of  inter- 
mediates, New  Brunswick,  N.  J. 

Noil  Chemical  &  Color  Works,  Frederick  E.  Grant,  vice  president,  manu- 
facturers of  dyestuffs.  New  York  City. 

International  Consolidated  Chemical  Corporation,  E.  L.  Kincaid,  manufac- 
turers of  drugs  and  intermediates.  11  East  Thirty-sixth  Street,  New  York  City. 
(Factory.  Long  Island  City,  N.  Y.) 

John  Campbell  &  Co.,  George  H.  Whaley,  manufastrers  of  dyestuffs  and  Inter- 
mediates, 75  Hudson  Street,  New  York  City.    (Factory,  Newark,  N.  J.) 

Amalgamated  Dyestuff  &  Chemical  Works  (Inc.),  George  H.  Whaley.  manu- 
facturers of  dyestuffs  and  intermediates,  75  Hudson  Street,  New  York  City. 
(Factory,  Newark,  N.  J.) 

The  Republic  Color  &  Chemical  Works,  George  H.  Whaley,  manufacturers  of 
intermediates,  75  Hudson  Street,  New  York  City.     (Factory,  Reading,  Pa.> 

British  American  Chemical  Corporation  of  New  Jersey,  E.  R.  Wolfner,  manu- 
facturers of  drugs,  flavoring,  and  intermediates,  109  Beekman  Street,  New  York 
City.    (Factory,  Ridgefleld  Park,  N.  J.) 

Van  Dyk  &  Co.,  M.  Isermann,  manufacturers  of  perfume  material,  flavoring, 
and  drugs,  4  Piatt  Street,  New  York  City.    (Factory,  Jersey  City,  N.  J.) 
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Ultro  Chemical  Corporation,  E.  A.  Staber,  manufactui*ers  of  intermediates  and 
lakes,  41  Union  Square,  New  York  City.    (Factory,  Brooklyn,  N.  Y.) 

Heller  &  Merz,  William  Robertson,  manufacturers  of  dyestuffs,  intermediates, 
and  lakes.  338  Wilson  Avenue,  Newark,  N.  J.    (Factory,  Newark,  N.  J.) 

Elizabeth  Dye  &  Chemical  Corporation,  James  W.  Uoper,  manufacturers  of 
dyestuffs,  Elizabeth,  N.  J. 

Dye  Products  &  Chemical  Co.  (Inc.),  Clarence  K.  Simon,  manufacturers  of 
dyestuffs  and  intermediates,  200  Fifth  Avenue,  New  York  City.  (Factory, 
Newark,  N.  J.) 

The  Sey«lel  Manufacturing  Co.,  H.  Seydel,  manufacturers  of  dyes,  flavoring,  and 
perfume  material,  78-100  Forest  Street,  Jersey  City,  N.  J. 

May  Chemincal  Works,  Dr.  O.  B.  May,  manufacturers  of  dyestuffs,  204  Niagara 
Strt*et,  Newark,  N.  J. 

Althouse  ChemCal  Co.,  Scott  Aithouse.  maqufacturers  of  dyestuffs,  540  Pear 
Street,  Read  in  jr.  Pa. 

Holland  Aniline  Co.,  M.  Mape,  manufacturers  of  dyestuffs,  Holland.  Mich. 

Marietta  Refining  Co.,  G.  E.  Hayward,  manufacturers  of  dyestuffs  and  inter- 
mediates, Marietta,  Ohio. 

Arista  Chemical  Co.  (Inc.),  E.  Tucker,  manufacturers  of  dyestuffs,  305  Broad- 
way, New  York  C'ity.     (Factory,  Brooklyn,  N.  Y.) 

Croton  Color  &  Chemical  Co.  (Inc.),  Edward  C.  VoUmer,  manufacturers  of 
dyestuffs  and  intermediat.es,  293  Broadway,  New  York  City.  (Factory,  Croton- 
on-Hudson,  N.  Y.) 

Fharma  Chemical  Corporation,  Albert  ,T.  Farmer,  manufacturers  of  dyestuffs 
and  interme<liate8,  223  Broadway,  New  York  City.     (Factory,  Bayonne.  N.  J.) 

Florasynth  Laboratories  (Inc.),  Charles  Senior,  president,  manufacturers  of 
synthetic,  aromatic,  chemicals,  drugs,  and  solvents.  New  York  City. 

Synthetical  Laboratories,  Nicholas  D.  Cheronis,  manufacturers  of  synthetic 
organic  chemicals,  Chicago,  111. 

Agawam  Chemical  Works,  Fred  T.  Campbell,  president,  manufacturers  of  dye- 
stuffs  and  intermediates.  Providence,  R.  I. 

Interstate  Products  Corporation,  Herbert  E.  Stone,  president,  manufacturers 
of  intermediates,  Bristol,  Tenn. 

T.,  M.  &  G.  Chemical  Co.,  William  B.  Whitmore,  president,  manufacturers  of 
intermediates,  and  dyes,  Belleville,  N.  J. 

American  Aniline  Products  (Inc),  manufacturers  of  dyestuffs  and  intjerme- 
diates,  Lockhaven,  Pa. 

Nitro  Products  (Corporation,  R.  S.  Bicknell,  manufacturers  of  intermetliates, 
Nitro,  W.  Va. 

Southern  Dyestuffs  Co.,  C.  L.  Masters,  manufacturers  of  dyestuffs  and  inter- 
mediates, Nitro,  W.  Va. 

Uniform  Chemical  C^.,  dyes  and  intermediates.  New  York. 

Calem  Chemical  Co.,  dyes,  intermetliates,  and  drugs.  Bound  Brook,  N.  J. 

Coopers  Creek  Chemical  Co.,  intermediates  and  crudes,  Conshohocken,  Pa. 

Senator  McLean.  What  percentage  of  them  are  dye  manufac- 
turers? 

Mr.  IsERMANN.  We  manufacture  dyestuffs. 

Senator  McLean.  I  thought  you  were  a  chemist. 

Mr.  IsERMANN.  I  am  a  chemist. 

Senator  McLean.  I  thought  you  were  a  manufacturer  of  cliemical 
products  for  medicmal  purposes. 

Mr.  IsERMANN.  Yes.  I  want  to  say  to  you.  Senator,  that  I  was, 
before  the  war,  manufacturing  a  line  of  perfume  materials,  synthetic 
aromatic  chemicals,  and  used  to  import  my  intermediates  from  Ger- 
many. To  establish  a  connection  between  that  line  and  the  dyestuffs, 
I  will  say  that  all  coal-tar  chemicals  are  closely  connected,  and  the 
same  raw  materials  which  are  used  for  the  manufacture  of  dyes  are 
used  in  the'manufacture  of  these  other  things.  All  products  that  are 
used  for  the  manufacture  of  coal-tar  perfume  materials  are  used  for 
dyes,  medicines,  photographic  chemicals,  tanning  materials,  and  so 
on.  As  a  matter  of  fact,  I  heard  a  gentleman  say  a  few  minutes  ago 
here  that  poisonous  gases  are  not  connected  with  coal-tar  cliemicals. 
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I  want  to  establish  a  connection  even  with  perfumes,  if  you  please. 
Benzyl  chloride,  for  instance,  was  not  made  in  this  country  before 
the  war,  and  when  we  got  into  the  w^ar  my  company  was  the  only  com- 
pany in  existence  that  was  able  to  supply  to  the  War  Department 
benzyl  chloride  for  training  the  boys  in  the  camps.  My  benzyl 
chloride  was  shipped  abroad  even — imagine  out  of  a  perfume  plant* 
if  you  please,  where  it  was  made  in  small  bottles.  You  take  benzyl 
chloride  and  make  benzyl  cyanide;  and  from  that  is  made  a  tear  gas, 
and  from  that  same  product  we  make  a  perfume  of  roses  and  other 
plant  products.  It  shows  you  that  there  is  a  connection  even  tetween 
perfume  chemistry  and  poison  gas.  How  anyone  could  get  up  here 
and  state  that  the  coal-tar  chemical  industry  is  not  connected  with 
poison  gas  I  can  not  understand.  I  have  a  little  statement  that  I 
would  like  to  read  and  explain  as  I  go  on. 

Senator  Watson.  Where  is  your  plant? 

Mr.  IsERMANN.  Springfield,  N.  J. 

Senator  Watson.  You  have  but  one  plant  ? 

Mr.  IsERMANN.  I  will  tell  you  that  before  the  war  I  manufactured 
synthetic  perfume  materials,  a  few  made  fix)m  coal  tar;  that  is,  I 
manufactured  perfume  materials  and  used  to  buy  my  intermediates 
from  Germany.  During  the  war  we  had  to  build  a  plant  to  manu- 
facture intermediates,  but  that  was  before  we  got  into  the  war.  The 
plant  is  in  Jersey  City. 

Senator  Watson.  Did  you  make  your  own  intermediates? 

Mr.  IsERMANN.  I  make  my  intermediates  there  now. 

Senator  Da  Follette.  WHat  did  you  manufacture  in  that  plant? 

Mr.  IsERMANN.  In  Jersey  City  ? 

Senator  La  Follette.  Ves. 

Mr.  IsERMANN.  You  mean,  during  the  war? 

Senator  La  Follette.  Yes. 

Mr.  IsERMANN.  We  made,  for  instance,  a  product  known  as  benzyl- 
benzoate,  which  is  a  perfume  solvent.  During  the  war  it  developed 
that  that  product  was  the  best  solvent  or  high-boiling  compound  in 
the  waterproofing  and  fireproofing  of  aeroplane  wings.  We  were 
the  only  manufacturers  at  that  time.  Mind  you,  a  perfume  plant,  a 
plant  making  perfume  materials,  was  the  only  plant  in  the  United 
states  that  w^as  able  to  supply  that  material,  benzvl-benzoate  and 
benzyl-acetate — and  l)oth  are  perfume  materials  and  used  for  aero- 
plane manufacture. 

During  the  war  Dr.  Macht,  of  Johns  Hopkins  University,  found 
that  benzyl-benzoate  was  a  wonderful  nonpoisonous  substitute  for 
opium,  and  this  drug  to-day  is  one  of  the  most  important  drugs  that 
is  being  used  in  the  United  States. 

Senator  Watson.  For  what? 

Mr.  IsERMANN.  In  place  of  morphia  and  in  place  of  opium ;  and  it  is 
being  used  to  a  much  greater  extent  than  any  drug  that  ever  came- 
over  from  Germany. 

I  would  like  to  make  a  statement,  if  you  gentlemen  will  allow  me 
for  just  a  few  minutes.  I  thought  that  I  did  not  want  to  take  up 
your  time  by  saying  too  much  on  dyestuffs,  although,  if  you  want  me 
to  tell  you  the  kind  that  I  manufacture  I  am  ready  to  tell  you  alt 
about  it. 
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Senator  Watson.  I  think  the  Senator  asked  you  that  question. 

Mr.  IsERMANN.  We  specialize  in  acid  colors ;  that  is,  the  Chemical 
Co.  of  America,  in  Springfield,  N.  J.  We  make  a  line  of  acid  colors, 
the  finer  type  of  colors  used  for  dying  wool  and  silk. 

Senator  La  Foulette.  When  did  you  establish  that  business? 

Mr.  Isermank.  In  1915  we  started  in  to  make  picric  acid  for  the 
French  Government;  that  is,  around  the  middle  oi  1915.  We  used  a 
process  that  was  not  used  in  this  country.  We  used  the  aniline 
process  for  making  picric  acid,  and  we  were  the  only  plant  that  used 
that  process.  In  that  way  we  got  into  the  aniline  dye  business.  In 
the  manufacture  of  dyestuff  intermediates  we  made  a  most  varied 
line,  although  we  were  a  very  small  concern. 

Senator  La  Follette.  How  many  plants  did  you  have  prior  to  the 
beginning  of  the  European  war  in  1914? 

Mr.  Isermann.  I  only  manufactured,  as  I  stated,  these  perfume 
materials. 

Senator  La  Follette.  How  many  did  you  have  at  the  time  the  war 
closed  on  November  11, 1918?  How  many  additional  plants  did  you 
have? 

Mr.  Isermann.  Two  plants. 

Senator  La  Follette.  Two  additional  plants  ? 

Mr.  Isermann.  Only  one  additional  plant ;  one  manufacturing  per- 
fume material  and  the  other  plant  making  dyes,  two  separate  com- 
panies. I  am  running  both  of  them.  I  am  the  chemist  for  the 
plants.  I  am  president  of  one  and  the  secretary  and  treasurer  for  the 
other  company.  One  company  is  a  very  small  comp|any,  because  the 
perfume  business  is  not  a  very  large  business  but  it  is  important.  It 
is  a  highly  specialized  business,  and  it  is  possibly  the  most  intricate 
chemical  business  in  the  world. 

Senator  La  Follette.  You  are  speaking  of  your  original  plant? 

Mr.  Isermann.  Yes,  sir. 

Senator  La  Follette.  The  plant  that  you  developed  during  the 
war  was  much  more  important  ? 

Mr.  Isermann.  It  is  a  larger  plant. 

Senator  La  Follette.  Larger  in  what  sense? 

Mr.  Isermann.  Larger  and  of  greater  importance  to  the  welfare 
of  the  Nation,  if  that  is  what  you  are  trying  to  get  at,  Senator ;  but 
the  industry  must  be  considered  as  a  whole. 

I  want  to  say  that  the  witnesses  called  by  your  c<Hnmittee  up  to 
now  have  discussed  the  question  of  a  coal-tar  chemical  industry 

{rincipally  from  the  viewpoint  of  the  manufacturer  of  dyestuffs. 
t  seems  to  me  that  very  important  items  belonging  to  the  coal-tar 
froup  have  not  been  seriously  enough  considered  by  your  committee, 
n  view  of  this  I  feel  that  I  will  take  up  a  few  moments  of  your 
time  to  discuss  with  you  most  intimately  the  matters  of  other  coal- 
tar  chemicals  which  are  not  directly  connected  with  the  dyestuflP  line. 
The  Tariff  Commission  in  its  1920  report,  on  page  11,  in  describing 
the  coal-tar  industry,  speaks  of  dyes  and  other  finished  products. 
In  explaining  it  says  that  the  term  of  "other  finished  products" 
includes  colored  lakes,  photographic  chemicals,  medicinals,  flavors, 
perfume  materials,  synthetic  resins,  and  synthetic  tannning  mate- 
rials. This  list  includes  practically  all  of  the  coal-tar  products 
which  might  be  called  finished  inaterials  which  are  now  being  suc- 
cessfully manufactured  in  the  United  States.  » 
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It  strikes  me  that  the  manufacturers  of  medicinals,  who  have 
made  such  wonderful  strides  in  the  United  States  since  the  war, 
would  be  placed  in  a  most  serious  situation  unless  adequate  protec- 
tion is  given  to  that  industry,  and  I  would  call  it  almost  a  calamity 
to  the  country  if  this  most  important  branch  of  the  organic  chemical 
industry  is  destroyed. 

I  want  to  emphasize  here  that  the  gentleman  who  spoke  before 
me — ^that  is,  Dr.  Du  Bois,  of  the  Monsanto  Co. — represents  the  only 
company  in  the  United  States  making  medicinal  products  before  the 
war.  They  were  assemblers  of  German  raw  materials,  just  the  same 
as  we  were  assemblers  of  German  materials  in  the  line  of  synthetic 
perfumes. 

Senator  Smoot.  You  all  took  the  same  position  before  the  \^ar. 
You  did  not  want  any  manufacturer  of  intermediates  here. 

Mr.  IsERMANN.  I  do  not  believe  we  could  have,  then. 

Senator  Smoot.  You  would  not  let  us  try. 

Senator  Watson.  Try  what? 

Senator  Smoot.  Try  to  manufacture  intermediates  and  dyes  in 
this  country.  We  put  it  in  the  Senate,  but  the  House  would  not 
stand  for  it.  There  was  not  a  manufacturer  in  the  United  States 
but  what  was  upon  our  backs  and  would  not  stand  for  it  at  all. 
They  wanted  free  intermediates,  so  as  to  get  the  intermediates  and 
mix  the  dyes  and  have  nothing  to  do  with  it  except  to  mix  them. 

Mr.  IsERMANN.  I  was  not  in  the  business  then,  Senator. 

Senator  La  Follette.  If  you  had  been  you  would  have  been  here, 
probably. 

Mr.  IsERMANN.  I  suppose  I  would.  Senator. 

Senator  Watson.  I  nave  no  doubt  about  it. 

Mr.  IsERMANN.  I,  for  one,  feel  that  the  production  of  synthetic 
drugs  is  of  much  greater  importance  than  the  production  of  dye- 
stuns  or  the  production  of  any  other  coal-tar  cnemical  previously 
mentioned,  because  on  the  development  of  the  coal-tar  drugs  depends 
the  health  of  our  Nation,  and  if  it  were  not  for  the  manufacturers 
of  drugs  the  health  of  the  Nation  during  the  war  would  have  been 
most  seriously  impaired.  It  must  be  understood,  however,  that  in 
considering  any  part  of  the  coal-tar  chemical  industry  due  con- 
sideration must  be  given  to  the  dyestuff  industry,  for  the  reason 
that  unless  there  is  a  complete  dyestuff  industry  in  this  country  none 
of  the  other  mentioned  industries  would  have  a  chance  or  an  ex- 
cuse for  existence,  because  without  a  fully  developed  dyestuff  in- 
dustry none  of  the  other  industries  could  exist. 

Senator  Watson.  Did  you  make-  any  synthetic  chemicals  at  all 
during  the  war  ? 

Mr.  IsERMANN.  I  made  certain  perfume  materials.  The  Monsanto 
Co.— I  do  not  want  to  speak  for  that  company,  but  I  know  pretty 
nearly  everything  that  is  going  on  in  that  line;  I  am  a  jack-of-all- 
trade's — thev  used  to  make  intermediates 

Senator  Watson,  Were  there  no  synthetic  drugs  made  before  the 
war  in  the  United  States? 

Mr.  Isermann.  Phenolphthalein  was  made,  and  saccharin,  which 
is  more  of  a  flavor  than  a  drug ;  but  it  is  also  a  drug  used  for  dia- 
betes ;  also  acetphenetidine  was  made  here.  They  did  not  need  much 
of  a  plant.    They  bought  out  a  match  factory.    I  do  not  want  to  be 
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discussing  other  people's  business,  but  they  bought  out  a  match  fac- 
tory in  St.  Louis.    It  was  the  cheapest  place  they  could  get. 
.  Senator  Watson.  The  synthetic  drugs  that  are  now  l^ing  made  in 
the  United  States  grew  out  of  the  dye  industry? 

Mr.  IsERMANN.  ri  es,  sir ;  absolutely ;  because  without  the  dye  in- 
dustry these  industries  could  not  exist  in  this  country,  because  they 
would  have  to  import  the  intermediates  from  Germany  or  from 
some  other  foreign  country  that  would  make  them. 

The  crudes  and  intermediate  products  used  for  one  industry  are 
part  and  parcel  of  the  other  industries;  the  so-called  dye  inter- 
mediates are  just  as  useful  and  necessary  for  the  production  of 
medicinals,  flavors,  and  photographic  chemicals,  and  so  on,  as  they 
are  for  the  actual  creation  and  production  of  the  different  colors  or 
dyes. 

Gentlemen,  I  want  to  say  a  few  words  regarding  that.  I  have  been 
listening  here  for  quite  a  few  days,  and  there  seems  to  be  an  im- 
pression created  that  Germany  sold  things  awfully  cheap  and  that 
the  Americans  charged  big  prices.  I  want  to  say  a  word  regarding 
that  impression. 

The  question  of  difference  in  cost  of  production  and  prices  charged 
previous  to  the  war  and  now  on.  some  of  the  coal-tar  chemicals  brings 
to  mjr  mind  the  fact  as  to  whether  your  committee  feels  that  the 
American  prices  charged  now  are  rather  high  and  that  the  foreign 
prices  or  German  prices  were  always  low  or  reasonable.  In  view 
of  this  discussion  I  want  to  point  out  to  you  that  the  opposite  was 
usually  the  case ;  that  the  German  manufacturer  when  he  had  a  chance 
always  took  advantage  of  charging  the  foreign  consumer  high  prices. 
This  is  especially  true  in  the  case  of  drugs. 

The  drug  phenacetine,  which  was  first  introduced  during  the  influ- 
enza epidemic  of  1891  by  Bayer  &  Co.,  large  dyestuff  manufacturers, 
was  sold  at  wholesale  to  druggists  at  $1  per  ounce  or  $16  per  pound  in 
the  United  States  of  America.  The  price  was  kept  up  for  approxi- 
mately 17  years,  which  is  the  life  of  the  patent.  During  the  same 
time  the  price  in  Germany  by  the  original  makers  (Baver  &  Co.) 
was  less  tnan  $2  per  pound  and  $4  per  pound  in  Great  Britain  and 
Canada.  As  a  matter  of  fact,  the  customhouse  entries  at  New  York 
would  show  phenacetine  was  entered  at  about  $1.92  per  pound  and 
sold  at  wholesale  at  $16  per  pound.  Imagine,  then,  a  product  made 
bv  the  selfsame  manufacturer  sold  at  $2  a  pound  or  thereabouts  in 
Germany  and  $4  a  pound  in  England  and  Canada  and  $16  a  pound 
in  the  United  States  of  America.  If  this  can  be  called  selling  at 
reasonable  prices  I  would  like  to  know  what  one  would  call 
profiteering. 

A  personal  touch  to  the  story  might  lend  additional  color.  On  or 
about  1898  I  got  an  idea  that  1  would  import  phenacetine  from  Ger- 
many, which  1  did.  The  product  was  bought  through  a  brokerage 
firm  from  the  original  makers  and  was  brought  into  this  country, 
but  no  sooner  was  it  landed  here  when  I  was  promptly  stopped  from 
disposing  of  it  by  the  Bayer  Co.  The  reason  given  was  that  I  had 
no  right  to  sell  this  product  in  the  United  States  because  the  name  was 
registered  here  and  only  the  original  makers  or  their  agents  had  a 
right  to  handle  the  product.*  my  argument  that  I  had  bought  the 
product  from  the  original  makers  was  of  no  avail  and  I  promptly  had 
to  give  up  the  idea  of  handling  or  disposing  of  the  phenacetine. 
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As  a  matter  of  fact,  I  lost  money  on  it  because  I  sold  it  to  the  origi- 
nal makers. 

I  next  tried  to  import  the  same  German  Bayer  phenacetine  from 
Canada,  for  which  I  paid  $4  per  pound.  My  experi^ce  in  this  case 
was  the  same  as  when  I  got  it  from  Germany  direct,  with  the  one  ex- 
ception that  the  German  agents  here,  through  their  attorneys,  ac- 
cused me  of  smuggling  the  product  from  Canada,  and  upon  showing 
customhouse  receipts  that  i  had  bought  it  and  paid  the  duty  on  my 
purchase  price,  which  was  $4  per  pound,  I  was  promptly  served  with 
an  injunction  which  prevented  me  from  disposing  of  the  product  to 
anyone  but  the  original  owners  here. 

I  believe  that  this  will  give  you  some  idea  of  the  methods  used  by 
the  German  manufacturers  of  coal-tar  chemicals  previous  to  the  war, 
and  you  must  bear  in  mind  that  most  of  the  medicinal  products  were 
created,  produced,  and  sold  by  the  dyestuff  manufacturers  of  Ger- 
many. 

Senator  Watson.  They  actually  got  out  an  injunction  against  you? 

Mr.  IsERMANN.  Yes,  sir. 

Senator  Smoot.  I  have  heard  this  story  in  connection  with  every 
tariff  bill  we  have  had  up  since  I  have  been  in  the  Senate.  Is  there 
any  other  article  with  reference  to  which  Germany  has  treated  the 
American  purchaser  in  the  same  way? 

Mr,  IsERMANX.  Every  drug,  Senator  Smoot,  that  the  German  manu- 
facturers turned  out  in  Germany  previous  to  the  war,  the  average 
price  was  always  between  $16  and  $25  a  pound,  excepting  aspirin, 
which  was  the  cheapest  thing  they  producea. 

Senator  Smoot.  No  ;  I  mean  as  to  selling  in  Canada  and  England 
less  than  in  America.  I  would  like  to  have  another  drug  mentioned 
for  a  change.  We  have  had  this  one  up  here  ever  since  I  have  been  in 
the  Senate. 

Mr.  IsERMANN.  You  did  not  have  me  before  you  on  this  matter, 
and  I  have  had  personal  experience  in  it. 

They  did  the  same  thing  with  respect  to  several  other  drugs,  as. 
for  instance,  trional,  sulfonal,  veronal,  etc.  If  you  want  any  more 
I  think  I  can  pick  them  out  for  you.  That  was  the  usual  way  of 
doing  business. 

Senator  Smoot.  Were  you  enj.oined  on  any  others? 

Mr.  IsERMANN.  I  did  not  try  any  more.  Being  accused  of  smug- 
gling was  strong  enough  for  me. 

Senator  Smooi\  Do  you  know  anybody  else  that  was  enjoined? 

Mr.  IsERMANN.  Yes ;  I  do.  At  that  time  the  business  of  enjoining 
was  very  frequently  done.    The  agents  used  to  enjoin  anybody. 

Senator  McCumber.  Did  they  charge  greater  prices  for  the  tTnited 
States  trade  than  for  England  and  Canada  on  these  other  products? 

Mr.  IsERMANN.  They  usuallv  did,  Senator,  because  they  had  better 
patent  protection  here  than  t'hey  do  in  England.  Aside  from  the 
patent  protection,  they  had  a  selling  agency  protection — a  name  pro- 
tection— and,  due  to  that,  they  could  charge  higher  prices. 

Senator  Smoot.  Was  it  not  on  account  of  a  working  requirement 
on  an  English  patent,  and  they  were  compelled  to  make  those  in 
England  ? 

Mr.  IsERMANN.  I  think  you  are  right,  Senator.  I  guess  that  is 
correct. 
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To  show,  however,  that  the  coal-tar  chemicals  were  not  their  only 
field  where  they  got  their  large  profits,  my  experience  has  taught  me 
otherwise. 

This  is  a  pretty  bad  one,  and  you  mii^ht  feel  that  it  is  more  than 
highway  robbery. 

Around  1905  I  entered  into  the  manufacture  of  a  violet  perfmne 
material  which  was  then  known  as  ionone.  This  was  not  a  coal  tar 
but  a  synthetic  organic  chemical.  The  product  was  patented  in  this 
country  and  sold  at$110  per  pound  for  a  10  per  cent  solution  or  $1,100 
for  100  per  cent.  The  purchasers  of  this  product  used  to  value  it  so 
much  that  when  bought  it  was  safely  locked  in  safe-deposit  vaults. 

A  ^eat  deal  of  controversy  had  arisen  on  the  question  of  the  pat- 
ented process,  and  it  was  claimed  by  a  great  many  chemists  and  manu- 
facturers that  the  patented  process  was  not  the  real  process  used  for 
the  production  of  this  chemical  body.  We  tried  and  eventually  pro- 
duced this  body  by  using  an  entirely  different  process  than  was  de- 
scribed in  the  patent  and  succeeded  in  producing  a  product  at  a  cost 
of  $40  per  pound. 

Senator  La  Follette.  ,What  did  you  sell  it  for? 

Mr.  ISERMANN.  $75. 

Senator  Smoot.  Was  it  as  ffood  as  the  German  product? 

Mr.  IsERMANN.  It  was.  Now  you  are  touching  upon  my  pride.  I 
at  tliat  time  said  it  was  better. 

Senator  La  Follette.  You  got  the  German  habit  of  taking  a  pretty 
good  profit. 

Mr.  IsERMANN.  I  do  uot  think  that  $35  is  very  great. 

Senator  La  Follette.  $14  a  pound? 

Mr.  IsERMANK.  No;  I  said  $40  a  pound  and  sold  at  $75  a  pound. 
As  a  matter  of  fact,  the  cost  of  doing  business  in  that  line  is  very, 
very  high.  You  have  got  traveling  expenses  to  pay.  One  purchaser 
might  be  in  New  York  and  the  next  may  be  in  Kochester,  and  an- 
other fellow  may  be  in  Chicago.  You  have  no  business  between  those 
cities.  It  is  very  costly  to  do  business,  and  in  those  days  everybody 
was  fighting  the  chemist  or  chemistry.  People  were  afraid  oi  any- 
thing connected  with  chemistry.  It  was  awfully  hard  to  sell  chem- 
icals, especially  those  made  in  America,  and  I  was  the  first  one,  or 
practically  the  first,  in  the  United  States  to  start  that. 

Senator  McCumber.  Do  you  know  what  it  cost  the  Germans  to 
produce  the  product  which  they  sold  for  $1,100  a  pound? 

Mr.  IsERMANN.  I  believe  they  know  as  much  about  their  business 
as  I  did,  and  evidently  it  never  cost  them  more  than  $40  a  pound. 
That  is  all  it  cost  me. 

Senator  La  Follette.  You  made  it  by  an  entirely  different  process, 

Mr.  IsERMANN.  I  used  the  same  raw  materials,  Senator. 

Senator  La  Follette.  But  a  different  process  of  manufacture? 

Mr.  Isermann.  I  will  explain  if  you  would  like  to  know. 

Senator  Watson.  You  made  it  from  a  different  formula? 

Mr.  IsERMANN.  I  had  a  different  formula ;  yes,  sir. 

Senator  Smoot.  After  you  made  the  article  what  did  Germany 
sell  it  for  ? 

Mr.  IsERMANN.  I  am  coming  to  that. 

Senator  McLean.  Let  the  witness  state  it. 

Mr.  IsBRMANN.  Our  sales  price  adopted  was  $76  per  pound.  After 
a  short  while  we  were  enjoined  by  the  German  patentees  and  ac- 


486  *  TARIFF   HEARINGS. 

cused  of  using  their  patented  process.  We  then  proved  to  the  con- 
trary, and  therefore  the  suit  was  temporarily  won.  but  the  foreign 
manufacturer  later  on  brought  a  new  suit  where  tney  claimed  that 
we  used  another  patented  process  of  theirs,  which  was  wrong,  but 
nevertheless  the  suit  was  decided  in  their  favor.  However,  the 
result  was  that  we  succeeded  in  breaking  the  patent,  and  the  original 
patentees  immediately  reduced  their  price  even  below  our  cost. 

Senator  McCumber.  Reduced  it  to  what? 

Mr.  IsERMANN.  They  started  in  selling  it  at  $85. 

Senator  McCu^iber.  From  $1,100  per  pound? 

Mr.  IsERMANN.  Yes ;  to  $35  per  pound.  And  for  your  information 
I  will  say  that  the  product  is  to-day  being  sold  at  $10  a  pound,  a 
very  good  product,  a  much  better  product  than  the  one  they  sold 
at  $1,100. 

Senator  La  Follette.  Do  you  manufacture  it  more  cheaply  than 

you  did? 

Mr.  IsERMANN,  Yes;  because  we  have  learned  more  about  it. 
We  used  to  get  25  per  cent  yielfl.  To-day  we  are  getting  75  per  cent 
yield.  That  is  the  whole  trick  in  chemistry,  and  that  is  the  reason 
we  can  not  compete  with  the  Germans  to-day.  It  will  take  us  a  long 
time,  several  years,  before  we  will  be  able  to  compete  with  them  in 
the  manufacture  of  certain  chemicals. 

Senator  La  Follette.  What  does  the  product  that  you  sell  at  $10 
a  pound  cost  you  to  produce? 

Mr.  Isermann.  About  $8.  Tlie  drug  has  increased  in  consumption 
considerably,  and  in  that  way  you  can  afford  to  sell  it  at  a  smaller 
profit. 

Senator  La  Follette.  Your  production  is  larger? 

Mr.  Isermann.  Yes.  But,  on  the  other  hand,  we  have  possibly 
six  or  eight  manufacturers  in  this  country  making  practically  the 
same  thing.  It  is  used  producing  certain  odors.  There  is  quite 
a  variety  of  this  type  product. 

I  am  sure,  had  we  not  started  in  this  country  to  make  a  similar 
body,  no  one  knows  for  how  long  the  American  public  would  have 
been  held  up  to  that  price,  and  to-day,  unless  we  make  sure  and 
give  the  American  organic  and  coal-tar  chemical  industry  the  kind 
of  protection  which  it  needs  and  deserves  the  same  methods  are 
going  to  be  tried  and  successfully  used  on  the  American  people. 

While  these  two  illustrations  ought  to  suffice  I  would  like  to  state 
to  the  committee  that,  as  a  matter  of  fact,  there  were  but  few  products 
especially  in  the  drug  field,  introduced  into  this  country  by  the 
German  manufacturers  which  were  sold  at  reasonable  prices'  To 
name  them,  we  will  say  phenacetin,  which  was  mentioned  above,  sold 
by  the  patentees  at  $16  per  pound ;  less  than  $2  in  Germany ;  $4  per 
pound  in  Great  Britain  and  Canada,  and  now  being  manufactured  in 
the  United  States  and  sold  by  American  producers  at  $1.65  per  pound. 

I  want  to  say  that  I  do  not  manufacture  phenacetin.  I  Know  how 
to  make  it,  but  I  am  not  making  it. 

I  would  like  to  quote  from  page  527  of  the  dyestuff  hearings  held 
by  the  Senate  Committee  on  Finance  in  1920 

Mr.  Choatb.  It  is  the  Switzer  report  made  by  Switzer,  an  Ameri- 
can chemist  in  chief  for  the  Bayer  Co. 

Mr.  Isermann.  He  was  their  specialist.  I  knew  Dr.  Switzer.  He 
was  a  specialist  in  the  drug  line,  and  he  held  all  the  Bayer  patents 
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together  here  so  that  no  one  could  break  them  with  a  gun.  He'was 
the  expert  in  America  for  holding  German  patents,  and  he  certainly 
knew  how. 

Senator  La  Follette.  What  became  of  them? 

Mr.  IsERMANN.  The  Bayer  patents  were  sold  to  and  bought  by  the 
Grasselli  Co..  or,  rather,  the  Bayer  CSo.,  of  the  United  States. 

Senator  Watson.  Were  not  those  part  of  the  patents  taken  over 
by  the  Alien  Property  Custodian  ? 

Mr.  IsERKANN.  Yes,  sir. 

Senator  Watson.  Aiid  restored  to  the  Grasselli  people? 

A&.  IsERHANN.  I  think  the  Grasselli  people  divided  it  up. 

Senator  Watson.  Was  it  not  decided  that  they  had  only  a  nuisance 
value  ? 

Mr.  IsERMANN.  The  Grasselli  Co.  still  have  a  few  patents,  especially 
in  the  dyestuffs  line. 

Senator  Watson.  In  most  cases  they  left  out  some  of  the  formula, 
so  that  when  they  came  to  produce  them  in  accordance  with  the 
formula  they  found  they  could  not  because  certain  steps  in  the 
formula  had  been  omitted  ? 

Mr.  IsERMANN.  That  is  right.  As  a  matter  of  fact,  if  you  want  to 
follow  a  patent,  a  Grerman  patent,  or,  for  that  matter,  I  believe  some 
of  the  other  foreign  countries  use  the  same  method — if  you  are  trving 
to  make  something  in  accordance  with  the  patent  you  will  fina  the 
dru^  or  other  product  will  cost  you  $6  a  pound  and  the  patentee  will 
sell  it  at  50  cents.  It  might  take  you  five  years  to  reach  the  point 
where  you  can  sell  it  at  50  cents,  because  something  of  great  im- 
portance is  left  out. 

Senator  Smoot.  Do  you  mean  to  say  that  the  German  patents  got 
from  out  Patent  Office  were  not  complete? 

Senator  Watson.  I  mean  that  the  patents  taken  over  by  the  Alien 
Property  Custodian  were  not  complete.  Some  of  the  steps  were  gone. 
Then  the  chemist  had  to  go  to  the  laboratory  and  work  for  a  great 
length  of  time  in  order  to  discover  the  missing  steps. 

Senator  Smoot.  The  patent  never  would  hold  then. 

Senator  Watson.  It  had  only  a  nuisance  value.  That  is  the  point, 
exactly.  As  to  many  of  them,  all  in  the  world  that  they  were  good 
for  was  to  be  held  so  that  no  action  could  be  brought  for  infringe- 
ment of  the  patent. 

Senator  La  Follette.  I  do  not  see  how  they  could  sustain  the 
action,  then. 

Senator  McLean.  It  would  make  the  stuff,  as  I  understand  it,  but 
it  would  make  it  in  such  small  quantities  that  the  Americans  could 
not  work  it.    Is  that  your  point  ? 

Mr.  IsERMANN.  If  you  will  allow  me  I  will  explain  that. 

To  illustrate,  you  start  in  to  manufacture  a  drug  A,  and  in  the 
drug  A  you  use  five  materials,  we  will  say;  it  does  not  make  any 
difference  what  the  product  may  be.  You  put  them  all  together,  and 
the  process  states  that  you  should  boil  it  at  60  degrees  for  24  hours. 
You  do  that  and  you  get  the  product,  but  you  get  5  per  cent  instead 
of  75  per  cent.  By  the  addition  of  a  wire  nail,  a  little  piece  of  iron,. 
your  yield  will  rise  from  5  per  cent  to  25  per  cent ;  and  if  you  happen 
to  find  that  nickel  will  be  a  better  thing,  you  add  a  little  nickel,  and: 
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that 'might  bring  you  another  25  per  cent.  But  it  takes  you  years  to 
find  it  out,  and  that  is  the  reason  that  those  patents  are  practically 
worthless.    They  give  you  an  idea,  but  that  is  all. 

Senator  La  Follettb.  Do  you  mean  to  say  that  an  American 
manufacturer  working  out  a  complete  formula  which  would  give 
him,  say,  60  per  cent  or  75  per  cent,  could  be  enjoined  and  the  in- 
junction maintained  on  a  suit  based  upon  another  formula  ? 

Mr.  IsERMANN.  Nb;  it  is  not  another  formula.  It  is  the  saine 
formula,  because  the  basic  patent  is  theirs.  Some  time  the  patent  is 
on  the  product.    On  the  basic  patent  everything  hangs. 

Senator  Watson.  The  patent  is  on  the  product ;  not  on  the  quan- 
tity, but  on  the  product  itself. 

Senator  Smoot.  It  is  on  the  process. 

Mr.  IsERMANN.  And  on  the  product,  both. 

Senator  La  Follette.  If  you  make  it  by  a  different  process  I  do 
not  believe  you  can  be  enjoined  from  making  it. 

Senator  Watson.  If  you  had  the  formula,  and  the  patent  is  on  the 
formula,  then  they  could  not  sue  you  for  using  it 

Senator  Smoot.  If  you  made  it  under  another  process  yon  could 
not  be  enjoined  from  making  it. 

Senator  McCumber.  But  you  would  have  to  find  the  other  process. 

Mr.  Choate,  The  patent  covers  the  process,  whatever  the  product 
produced.  A  number  of  these  patents  cover  products ;  more  cover 
processes.  These  particular  patents  were  product  patents,  and  the 
process  was  purposely  made  imperfect  in  some  cases. 

Mr.  Isermann.  They  had  both.  Senator.  They  had  product  pat- 
ents and  process  patents.  ' 

Mr.  Choate.  We  are  the  only  country  that  has  product  patents. 

Mr.  Isermann.  That  is  correct,  and  that  is  why  they  had  such  an 
easy  matter  to  charge  us  high  prices  when  they  wanted  to. 

I  would  like  to  read  a  few  lines  of  this  report,  if  you  do  not 
mind^  gentlemen.  This  is  by  Dr.  Switzer,  who  represented  Bayer  in 
1916.  That  was  during  the  time  when  the  tariff  bill  was  discussed 
here,  I  believe: 

The  manufacture  of  the  derivatives  offers  much  greater  difficulties  for  an 
industry  still  in  the  process  of  development,  for  the  reason  that  such  an  in- 
credibly large  variety  of  products  is  necessary.  In  a  well-dev^oped  industry 
like  that  of  the  Germans  a  technical  use  is  found  in  the  end  for  all  these 
processes.  In  a  less  well-developed  industry,  in  an  industry  which  is  only  in 
the  process  of  development,  great  hindrances  stand  in  the  way  of  utilization  of 
these  derivatives.  Many  can  not  be  used  at  all,  and  those  become  waste  prod- 
ucts. The  price  of  these  derivatives  which  can  be  utUized  is  therefore  in- 
creased to  an  incredible  degree. 

That  confirms  the  statement  that  Dr.  Du  Bois  made  for  the  Mon- 
santo Co. 

Antipyrin  is  another  useful  and  important  product  or  drug  which 
was  sold  for  16  to  20  years  at  around  $20  per  pound. 

Senator  Watson.  How  long  is  it  going  to  take  you  to  finish,  Mr. 
Isermann  ? 

Mr.  Isermann.  About  five  minutes,  Senator.  I  will  gladly  go  on 
to-morrow  if  you  want  me  to,  but  I  can  finish  in  about  five  minutes 
unless  you  have  a  lot  of  questions  to  ask  me. 

Senator  McCuMBra.  You  may  go  on  and  finish. 

Mr.  Isermann.  To-day  it  is  being  offered  in  this  country  at  about 
$3  per  pound.    The  same  can  be  said  of  a  dozen  or  more  arugs,  and 
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if  the  committee  would  like  to  have  further  proof,  I  will  be  only 
too  glad  to  furnish  it.  The  cheapest,  or  practically  the  cheapest,  drug 
ever  introduced  was  aspirin.  It  sold  between  eight  and  ten  dollars 
per  pound  for  many,  many  years.  To-day  the  same  product  is  being 
sold  in  the  American  market,  made  by  several  American  manufac- 
turers, at  80  cents  per  pound. 

Thus  it  will  be  seen  that  the  sick  and  suffering  American  public 
paid  the  freight  for  the  foreign  successes,  and  in  that  way  the  vast 
profits  made  by  the  Germans  permitted  them  to  further  experiment 
and  expand  in  the  making  of  new  products,  which  in  turn  was  intro- 
duced here  and  realized  tremendous  profits.  Surely  it  was  not  by 
selling  cheaply  that  the  Germans  built  up  the  great  cartel  which 
to-day  controls  the  entire  chemical  industry  in  Germany,  and  if  it  is 
given  a  chance  will  control  the  chemical  industry  in  America  and 
m  the  world.  Let  us  remember  that  due  to  the  war,  which  has  cost 
us  billions  of  dollars  and  thousands  upon  thousands  of  lives,  we  have 
succeeded  in  developing  a  real  coal-tar  chemical  industry  here,  and 
all  we  ask  is  the  ^ame  chance  as  is  offered  to  the  countries  of  our 
associated  powers  in  war,  England,  France,  and  Italy.  They  have 
shut  their  doors  to  our  products  as  well  as  to  the  German  products, 
and  we  at  least  in  self-defense  must  do  likewise.  Therefore,  it  is  up 
to  the  members  of  this  committee  and  to  the  Congress  of  the  United 
States  whether  it  is  going  to  uphold  and  help  to  further  develop  the 
chemical  industry  in  America,  which  has  progressed  to  a  much 
greater  extent  than  possibly  any  other  country  in  the  past  five  years, 
excepting  Germany. 

Veronal  is  an  important  drug  which  sold  around  sixteen  to  eight- 
een dollars  per  pound  previous  to  the  war  by  the  Germans  before  it 
was  made  in  this  country.  To-day,  as  I  understand,  it  is  being 
offered  by  the  Germans  as  low  as  $4  per  pound.  As  a  matter  of  fact, 
up  to  the  time  that  the  emergency  tariff  went  into  effect,  the  foreign- 
ers were  threatening  the  manufacturers  of  veronal  in  this  country. 

A  great  deal  has  been  said  about  the  exports  of  dyes  and  other 
coal-tar  chemicals  to  other  countries.  During  the  year  of  1919 
and  1920  the  United  States  exported  considerable  amounts  of  dyes. 
As  a  matter  of  fact,  its  export  business  was  very  large  and  no  doubt 
profitable.  This,  however,  was  during  the  time  when  Germany  was 
not  able  to  ship  goods  to  other  countries,  due  to  lack  of  shipping 
facilities. 

This  situation  has  changed.  As  a  matter  of  fact,  the  Tariff  Com- 
mission, in  its  report  on  dyes  for  1919,  discussing  the  subject  on  page 
14,  says  that — 

In  estimating  the  significance  of  this  achievement  of  the  domestic  industry 
In  the  exportation  of  dyes  It  should  be  remembered  that  domestic  manufac- 
turers during  1019  and  1920  have  met  little  competition  in  foreign  markets 
from  German  dyes.  It  should  also  be  pointed  out  that  any  deductions  as  to 
the  competitive  strength  of  the  domestic  industry  which  are  based  on  exports 
of  dyes  do  not  talie  into  consideration  the  fact  that  the  domestic  industry  is 
still  Vlefic'ent  in  the  important  group  of  vat  and  alizarin  dyes.  The  significance 
of  th'S  statement  is  borne  out  by  the  rap'd  decrease  in  the  exports  of  dyes 
during  the  first  four  months  of  1921  as  outlined  above. 

The  comparative  exports  are  as  follows :  January,  1920,  $917,574 ; 
January,  1921,  $943,395;  February,  1920,  $1,850,662;  February,  1921, 
$379,123;  March,  1920,  $2,649,000;  March,  1921,  $575,000;  April, 
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1920,  $1,829,771;  April,  1921,  $305,000;  May,  1920,  $2,180,606;  May, 

1921,  $278,331. 

By  this  it  will  be  seen  that  as  far  as  the  manufacture  and  sale  of 
dyestuffs  and  other  coal-tar  chemicals  is  concerned,  the  export  busi- 
ness is  bound  to  dwindle  down  to  next  to  nothing,  and  then  the 
American  iAdustry  will  have  to  depend  entirely  upon  its  own  country 
for  the  upkeep  of  the  industry. 

Naturally  tne  smaller  th^  production  the  higher  the  cost. 

I  want  to  say  a  few  words  regarding  monopoly.  I  think  I  can 
talk  very  well  on  that,  because  I  am  one  of  the  smaller  manufac- 
turers— not  the  smallest  and  not  the  largest? 

Senator  Watson.  How  many  men  do  you  employ? 

Mr.  IsEBMANN.  About  30.  We  employed  when  we  were  running 
full  about  150  men. 

Senator  La  Follette.  What  is  the  total  value  of  your  output  in 
a  year? 

Mr.  IsERMANN.  Our  output  ?  We  have  facilities  for  making  about 
a  hundred  thousand  dollars'  worth  of  dyestuffs  per  month.  A  little 
over  a  million  dollars,  about  one  and  a  quarter  millions  per  year. 

Senator  Watson.  How  much  in  your  perfume  plant? 

Mr.  IsERMANN.  It  turned  out  last  year  a  little  bit  less  than 
$300,000. 

Senator  La  Folxettb.  In  giving  Ihe  number  of  your  employees 
did  you  include  those  in  the  perfume  plant? 

Mr.  IsERMANN.  I  did  not,  Senator. 

Senator  La  Follette.  That  is  separate? 

Mr.  IsERMANN.  Yes,  sir.  It  is  a  different  company.  I  am  manag- 
ing both.  The  perfume  plant  employs  about  30  men  when  it  is 
running  full.  We  have  been  practically  shut  down  in  both  plants 
for  about  ^ht  months. 

Senator  Watson.  Do  you  employ  men  altogether,  or  women? 

Mr.  IsERMANN.  Men  altogether,  excepting  in  the  office,  which  is  in 
New  York. 

Senator  McLean.  What  do  you  mean  by  "  practically  shut  down  "? 

Mr.  IsERMANN.  We  let  most  of  the  men  go;  that  is,  ordinary 
laborers,  but  we  have  kept  our  staff  to  hold  the  organization  to- 
gether until  business  starts. 

Senator  Watson.  Have  you  any  skilled  chemists? 

Mr.  IsERMANN.  We  employ  about  12  chemists. 

Senator  Watson.  Do  they  devote  their  entire  time  to  studying  the 
formula,  the  chemistry  of  the  processes,  or  what  do  they  do  ? 

Mr.  IsERHANN.  They  devote  their  entire  time  to  research  work,  or 
the  best  part  of  their  time.  We  have  plant  men,  and  others  are  what 
we  call  process  men,  and  then  we  have  what  we  call  research  men. 

Senator  Watson.  What  do  they  do  ? 

Mr.  IsERMANN.  They  do  research  work,  investigating  new  processes 
and  new  products  and  improving  the  old  processes. 

Senator  Watson.  Do  tney  discover  new  processes? 

Mr.  IsERMANN.  I  believe  we  have  discovered  one  real  new  one. 
Whether  it  is  a  new  one  as  far  as  Germany  is  concerned  I  do  not 
know ;  but  it  is  a  new  one  as  far  as  we  are  concerned.  That  is,  I  feel 
there  is  no  one  in  the  United  States  using  it. 

Senator  Watson.  Which  plant  was  that  in? 


DYES  EMBARGO.  491 

Mr.  IsERMAKx.  It  is  in  the  dye  plant.  In  the  other  plant  we  have 
dozens  of  new  processes  that  we  develop,  but  they  are  of  no  great 
financial  value,  for  the  reason  that  the  output  is  usually  pretty  small. 
That  is,  we  have  things  that  we  sell  in  ounces  and  four  ounces  and 
pounds.  Therefore,  even  if  you  do  find  something  entirely  new  it  is 
really  more  of  a  plaything  for  the  chemist  than  it  is  from  the  point 
of  view  of  making  money. 

Senator  Watson.  Are  these  chemists  mostly  employed  in  your  dye 
works  or  the  other  plant? 

Mr.  IsERMANN.  I  have  five  or  six  chemists  in  the  other  works. 

Senator  Watson.  What  do  you  pay  them'  a  year. 

Mr.  IsERMANN.  The  chemists  run  from  three  to  six  thousand  dollars 
a  year;  and  then  we  run  on  a  kind  of  a  royalty  basis.  That  is,  we 
pay  the  men  who  have  invented  the  process  or  have  improved  the 
process  a  royalty  of  so  much  a  pound  on  what  is  turned  out  in  the 
plant. 

Senator  Watson.  Has  each  plant  a  chemical  laboratory  in  connec- 
tion with  it? 

Mr.  IsERMANN.  Yes,  sir. 

Senator  Watson.  In  which  these  chemists  are  constantly  at  work? 

Mr.  IsESMANN.  Yes,  sir.  And  I  will  say  something  about  myself. 
I  have  lived  near  the  plant  the  best  part  of  the  last  six  years.  I  spend 
my  evenings  and  my  Sundays  in  the  plant,  and  I  keep  in  touch  with 
all  the  research  worlc  continually. 

Senator  La  Follette.  What  is  the  amount  of  your  pay  roll  per 
month  ? 

Mr.  IsERMANN.  Now,  or  when  we  are  running  full? 

Senator  La  Follette.  When  you  are  running  full,  with  your  30 
men,  as  you  have  said,  in  both  plants,  atating  them  separately. 

Mr.  IsERMANN.  Our  pay  roll  used  to  run,  when  we  were  running 
full,  about  $4,500  to  $5,000  a  week.   I  believe  is  was  $4,500  in  one  plant. 

Senator  La  Follette.  In  which  plant? 

Mr.  IsERMANN.  In  the  dye  plant.    In  the  perfume  plant. 

I  believe  the  highest  it  ran  was  about  $1,500.  Now,  as  far  as  the 
chemists  are  concerned,  they  are  on  the  so-called  monthly  pay  roll, 
and  that  is  kept  separate.  I  might  not  be  absolutely  correct  on  the 
figures,  because  I  do  not  pay  attention  to  all  of  the  details,  but  if 
you  want  the  figures  I  woufd  be  very  glad  to  supply  them. 

So  much  has  been  said  about  an  American  dye  and  chemical 
monopoly  I  feel  that  I  want  to  make  a  short  statement  to  your  com- 
mittee. When  one  speaks  of  a  huge  chemical  monopoly,  really  one 
would  think  that  the  business  runs  into  hundreds  of  millions.  By 
the  figures,  as  above  analyzed  under  "  Exports,"  it  will  be  seen  that 
the  future  of  the  coal-tax  chemicals  business  is  bound  to  get  down 
to  a  basis  of  $50,000,000  or  under,  because  we  are  bound  to  lose  the 
exports,  and  all  we  could  gain  is  possibly  20  per  cent  of  the  new 
business,  which  was  talked  about,  of  products  that  we  are  now  get- 
ting from  Germany.  Then,  on  the  other  hand,  it  must  also  be  con- 
sidered that  prices  are  gradually  being  reduced,  and  that  would 
bring  down  the  amount,  of  course.  As  the  prices  are  being  reduced, 
it  may  go  down  to  possiblv  $40,000,000  per  annum.  Taking  these 
figures  into  consideration  I  can  not  see  how  anyone  can  consider  a 
great,  dangerous  monopoly  in  a  total  business  which  does  not  amount 
to  more  than,  say,  $40,000,000  per  year,  and  how  such  a  business  can 
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be  compared  with  all  the  so-called  combines  in  the  United  States. 
Aside  from  that,  the  manufacturers  of  coal-tar  chemicals  in  the 
United  States,  while  they  want  every  possible  protection  from  the 
foreign  producer,  are  willing  to  be  regulated  and  controlled  by  an> 
Government  agency  that  will  suit  Congress,  and  in  view  of  this  how 
is  it  possible  to  actually  create  a  dangerous  monopoly? 

In  other  words,  what  we  are  after  is  that  we  want  to  build  up  this 
industry  here,  and  do  not  care  what  kind  of  restrictions  you  gentle- 
men put  on  us,  we  will  live  up  to  it,  because  we  have  our  money  in  it ; 
we  have  our  life  in  it,  and  we  want  to  make  good. 

Senator  La  Follette.  Would  it  be  satisfactory  to  you  to  have  this 
embargo  qualified  with  the  provision  that  your  profits  shall  be  lim- 
ited? 

Mr.  IsERMANN.  Positively.  I  would  like  to  be  able  to  set  a  cer- 
tain sum  aside  for  research. 

Senator  La  Follette.  You  mean  you  would  like  to  be  able  to  say 
what  the  profits  would  be  ? 

Mr.  IsERMANN.  I  certainly  would;  that  is,  what  is  called  "reason- 
able profit."    I  do  not  know  what  "  reasonable  profit "  means. 

Senator  La  Follette.  What  would  you  consider  a  reasonable  profit 
in  your  business — what  per  cent  on  the  investment? 

Mr.  Isermann.  On  the  investment  or  on  the  turnover? 

Senator  La  Follette.  On  the  actual  investment. 

Mr.  Isermann.  One  point  regarding  the  investment  is  this :  Unless 
you  make  a  fair  profit,  you  can  not  continue  to  develop  the  business. 
The  research  work  ought  to  come  out  of  the  profits. 

Senator  La  Follette.  Yes. 

Mr.  Isermann.  And  all  that  takes  up  the  best  part  or  all  of  the 
profits,  and,  as  a  matter  of  fact,.I  feel  that  the  most  of  the  small  con- 
cerns have  eaten  up,  or,  in  fact,  all  the  concerns  have  eaten  up  all  of 
their  profits  and  then  some  in  doing  research  work. 

Senator  La  Follette.  What  would  be  considered  a  fair  percentage 
of  profit  on  the  investment? 

Mr.  Isermann.  I  would  rather  you  would  say  on  the  turnover.  I 
would  like  to  set  aside  a  certain  amount  of  money  for  research  work, 
and  I  would  like  to  think  it  over,  if  that  was  put  up  to  me  as  a 
proposition — I  understand  that  a  speciality  and  intricate  business 
like  this  possibly  ought  to  have  at  least  15  per  cent. 

Senator  La  Follette.  That  is  15  per  cent  on  the  turnover? 

Mr.  Isermann.  Yes ;  and  over  that  15  per  cent  set  something  aside 
for  research  work. 

Senator  La  Follette.  Considering  the  nature  of  this  business, 
what  per  cent  would  that  averac:e  on  the  actual  investment? 

Mr.  Isermann.  Well,  the  investment  in  the  chemical  business,  if 
you  are  going  into  the  manufacture  of  fine  dyes  or  other  coal-tar 
chemicals  is  considerable.  You  take,  for  instance,  in  our  own 
case  last  year  we  actually  developed  a  new  dye,  patent  blue,  and 
we  are  rather  proud  of  it,  and  I  believe  we  spent  ^40,000  last  year 
on  that  one  item,  and  now  we  are  about  ready  to  put  it  on  the  market. 
Of  course,  there  is  no  market  just  now,  or  much  of  a  market,  any- 
wav.    So  the  investment  is  considerable. 

And  another  thing  is  that  the  equipment  becomes  obsolete  or  worth- 
less in  a  verv  short  time. 


DYES  EMBABGO.  '493 

Senator  La  Follette.  But,  taking  all  those  things  into  account, 
what  would  you  consider  it  should  be  a  fair  profit  on  the  investment  ? 

Mr.  IsERMANN.  On  the  investment? 

Senator  La  Follette.  Fifteen  per  cent  of  the  investment  would  be 
fair? 

Mr.  IsERMAKN.  I  believe  15  per  cent  on  the  investment  would  be 
fair. 

Senator  La  Follette.  What  is  the  amount  of  your  investment  ? 

Mr.  ISERMANN.  In  the  plant  ? 

Senator  La  Follette.  In  the  dye  plant. 

Mr.  IsERMANN.  About  $600,000. 

Senator  La  Follette.  And  what  is  the  amount  of  the  investment 
in  your  perfumery  plant  ? 

Mr.  IsERMANN.  About  $85,000  or  $90,000. 

Before  closing  Ijust  want  to  bring  one  more  thought  home  to  you 
and  that  is  this :  That  unless  the  industry  gets  the  proper  kind  of 
protection,  that  while  it  is  possible  that  one  or  two  of  the  larger 
manufacturers  might  be  able  to  exist,  surely  all  the  small  manu- 
facturers assembled  here  are  bound  to  go  to  the  wall,  and  the  few 
large  ones  left  who  possibly  could  afford,  if  they  wanted  to,  to  lose 
the  millions  which  tney  have  invested,  might  be  forced, at  the  last 
moment,  if  nothing  else  can  be  done,  to  even  combine  with  the  Ger- 
mans in  order  to  save  their  capital. 

I  don't  say  that  the  large  manufacturers  intend  to  do  it;  I  don't 
say  that  the  large  manufacturers  want  to  do  it,  because,  as  a  matter 
of  fact,  I  feel  that  the  large  manufacturers  on  the  whole  have  been 
fair,  but  once  our  doors  are  open  to  German  competition  no  one 
knows  what  the  large  manufacturer  might  do  or  might  be  forced 
to  do,  whether  they  want  to  or  not,  or  be  bound  eventually  to  go 
out  of  business. 

Senator  La  Follette.  Have  you  computed  on  the  various  products 
an  ad  valorem  protective  rate  that  would  make  you  feel  safe  in  meet- 
ing the  competition? 

Mr.  IsERMANN.  Senator,  we  have  been  trying  to  figure  out  for  a 
long  time. — as  a  matter  of  fact,  for  the  past  two  years — to  see  if  we 
roxM  not  get  some  kind  of  figures,  and  the  figures  would  sound  so 
unreasonable  if  you  applied  them  to  any  other  industry  that  really 
I  do  not  ^et  anvwhere,  because  if  all  these  factors — the  question  of 
yield,  the  questfon  of  the  time  it  takes  to  get  into  the  manufacture, 
and  all  that  has  to  be  taken  into  consideration 

Senator  La  Follette  (interposing).  Oh,  yes. 

Mr.  IsERMANN  (continuing).  And  the  foreigners  have  had  40 
3'ears'  experience,  and  we  only  have  had  about  five,  though  I  am 
rather  proud  of  what  we  did  in  the  five  years,  as  I  rather  think  we 
did  more  in  5  years  than  they  did  in  15.  But,  at  the  same  time,  it 
would  be  pretty  hard  to  compile  figures  to  absolutely  insure  the  ex- 
istence of  the  industry.  We  want  the  little  fellow  to  exist ;  it  is  the 
little  fellow  who  built  the  business,  not  the  big  man. 

Senator  La  Follette.  If  the  committee  should  conclude  to  sub- 
stitute a  protective  rate  on  the  different  products  of  this  schedule 
for  the  embargo  that  was  proposed  it  would  be  helpful  to  it  if  you 
would  submit,  in  so  far  as  your  production  is  concerned,  what  you 
would  regard  as  an  adequately  protective  rate  on  the  different  prod- 
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nets,  and  I  would  suggest  that  you  do  that  and  add  it  to  your  state- 
ment if  you  will. 

Mr.  IsER3iANN.  If  I  am  called  upon  to  do  so  by  the  committee,  I 
will  be  only  too  glad  to  do  that. 

Senator  McCumber  (presiding).  You  might  base  it  upon  the  for- 
eign price  and  also  upon  the  American  valuation,  and  that  would 
give  us  two  standards  to  apply.  The  committee  has  not  decided 
yet  whether  it  will  take  the  American  valuation  or  the  foreign  valua- 
tion. 

Senator  La  Follette.  I  think  he  can  take  my  suggestion  as  the  ex- 
pression of  the  committee  and  furnish  it  to  us. 

Senator  McCumber.  Yes ;  if  you  will  do  that. 

Mr.  IsERMANN.  I  would  like  to  say  this,  and  that  is  that  the  foreign 
valuation  is  pretty  hard  to  estimate.  They  have  all  sorts  of  prices.  I 
have  heard  one  price  and  then  another.  They  are  supposed  to  have 
export  taxes,  but  on  coal-tar  chemicals  they  take  it  off.  And  the  26 
per  cent  tax  which  is  to  go  to  the  reparation  commission  has  also 
been  taken  off  by  them  or  returned  by  the  Government.  It  is  pretty 
hard  to  figure,  because  they  are  past  masters  in  that  industry,  and 
we  can  not  afford  to  and  we  do  not  know  how  to  play  with  them. 
We  are  perfectly  willing  to  take  up  and  produce  goods  satisfac- 
torily from  every  point  of  view,  but  when  it  comes  to  playing  a  game 
with  the  Germans — and  it  is  a  game — we  are  not  in  it. 

Senator  La  Follette.  You  could  make  the  computation  on  Ameri- 
can valuation? 

Mr.  IsERMANN.  I  believe  I  could  do  it  better  on  that. 

Senator  La  Foli^tte.  I  was  just  going  to  add  that  if  the  commit- 
tee should  conclude,  after  consideration,  to  reject  the  embargo  and 
establish  what  would  be  considered  a  protective  rate,  I  think  it  would 
be  worth  while  for  you  gentlemen  who  are  interested  to  have  in  your 
testimony  something  that  would  be  an  expression  of  what  you  regard 
as  needful  to  that  end. 

Senator  McCumber.  Mr.  Isermann,  can  you  not  put  in  the  balance 
of  your  statement  ?    Your  five  minutes  has  drawn  out  to  20  minutes. 

Mr.  Isermann.  I  thank  you  for  calling  my  attention  lo  it. 

Senator  La  Follette.  H^  might  come  on  in  the  morning  and  con- 
clude.   I  presume  we  will  have  another  meeting  tomorrow. 

Mr.  Isermann.  There  is  only  one  more  thing  I  want  to  saj',  if 
you  will  allow  me. 

Senator  La  Follette.  Would  you  not  prefer  to  finish  in  the 
morning  and  not  be  so  restricted  ? 

Senator  McCumber.  If  it  will  only  take  a  minute  or  two,  we  had 
better  get  through  this  evening. 

Senator  La  Follette.  He  is  a  very  frank  witness,  and  so  far  as 
I  am  concerned  I  want  him  to  be  fully  heard. 

Mr.  Isermann.  I  want  to  say  in  regard  to  putting  on  any  valua- 
tion, that  that  is  the  one  thing  that  is  very  difficult,  unless  there  is 
some  regulation  connected  with  the  valuation  I  do  not  believe  we 
can  get  anywhere ;  for  instance,  I  make  a  product  called  acid  green. 
I  only  maKe  one  of  the  group  of  acid  greens  which  is  satisfactory; 
the  Germans  have  made  10  of  them  and  one  will  take  the  place  of 
the  other.  If  you  put  a  duty  on  nine,  they  will  ship  in  anotlier  one. 
How  are  you  going  to  control  that?  They  are  supposed  to  have 
shipped  in  here  before  the  war  about  900  dyes.     As  a  matter  of 
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fact,  they  can  make  several  thousands  of  them.  They  can  substitute 
very  often  wood  alcohol  for  grain  alcohol,  even  buytyl  aclohol, 
ancl  they  have  developed  all  of  those  things,  and  they  have  all 
of  those  things  that  they  did  not  have  before  the  war,  and  it  is 
pretty  hard  unless  we  have  some  regulation  where  they  would  not 
be  able  to  substitute  one  for  the  other;  and  that  brings  us  to  the 
point  that  the  industry  is  to  be  regulated  in  some  way,  and  then 
you  might  as  well  have  the  embargo.  Then  you  know  you  are  going 
to  regulate  it  and  no  one  is  going  to  take  advantage.  That  is  about 
the  point.  For  instance,  one  of  the  witnesses  said  the  Germans  used 
to  make  a  lot  of  chemicals  and  they  imported  two  things  from  us. 
But  they  do  not  have  to  do  it  to-day.  They  make  acetic  acid  and 
wood  alcohol,  and  as  one  German  said  when  he  bought  the  things 
here,  "The  Americans  want  to  burn  up  their  forests;  let  them  do 
it."  Thej'^do  not  make  acetic  acid  from  wood  to-day,  but  make  it 
synthetically.  We  have  no  synthetic  acetic  acid  plant  in  this  coun- 
trv.    They  had  one  in  Canada  during  the  war,  but  not  here. 

"I  want  to  bring  out  one  point  regarding  the  small  manufacturer. 
Now,  as  to  the  question  whether  the  smaller  manufacturer  can  suc- 
cessfully compete  ^yith  the  large  manufacturers  in  the  Ignited  States, 
providing  that  we  have  adequate  protection,  I  will  say  this:  That  up 
to  now,  speaking  as  a  whole,  the  smaller  manufacturer,  without  tak- 
ing a  gj'eat  deal  of  credit  myself,  I  will  say  that  the  smaller  manu- 
facturer deserves  a  great  deal  of  credit ;  that  as  a  matter  of  fact,  on 
the  whole  he  has  done  more  than  his  share  in  the  helping  of  the  de- 
velopment of  the  chemical  and  dyestuff  industry  here.  The  small 
manufacturer  pays  a  great  deal  of  personal  attention  to  his  business 
and  in  that  way  saves  a  great  deal  of  overhead  and  other  expenses 
and  while  it  is  true  that  the  large  manufacturer  can  get  into  large 
productions  of  items  which  are  sold  in  great  quantities  the  field  is 
open  to  the  smaller  manufacturer  to  make  specialties  on  which  a 
profit  can  be  made  which  is  satisfactory. 

-  I  also  want  to  call  your  attention  to  the  fact  that  so  much  has  been 
said  regarding  the  big  profits  accumulated  by  chemical  manufac- 
turers during  the  war,  especially  the  coal-tar  dye  manufacturers.  I 
believe  you  can  count  them  on  one  hand,  and  if  the  truth  were  known 
there  has  been  more  monev  lost  in  this  business  than  in  anv  other 
business  since  1915 — ^that  is,  speaking  of  the  organic  coal-tar 
chemical  industry — than  was  profited  during  the  whole  period. 

Having  given  you  my  version  of  the  actual  conditions  I  feel  that 
I  speak  for  all  the  signers  of  my  letter  when  I  say  that  the  most  of 
the  coal-tar  dye  and  chemical  manufacturers  to-day  are  in  a  most 
precarious  financial  condition  and  while  up  to  now  the  foreign  com- 
petition due  to  the  present  mode  of  protection  has  not  been  seriously 
felt  the  lack  of  financial  support  has  been  most  seriously  felt. 

The  reason  is  that  bankers  and  other  financiers  have  been  afraid 
to  invest  their  capital  in  a  business  that  has  no  chance  to  succeed 
unless  it  gets  special  and  extraordinary  protection.  As  a  matter  of 
fact,  a  banker  told  me  a  few  months  ago  that  he  sees  no  reason  why 
money  should  Be  invested  in  bricks  and  mortar  which  are  of  no 
value  unless  the  industry  receives  the  special  and  extraordinary 
consideration  from  Congress  which  it  must  have. 

Now,  as  to  the  tariff  bill  as  passed  by  the  Senate  Finance  Com- 
mittee last  year,  I,  for  one,  can  not  see  why  it  should  be  called  an 
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embargo  bill  at  all,  because  it  is  simply  a  tariff  which  regulated 
imports  and  protects  the  American  coal-tar  chemical  industry. 

Thank  you,  gentlemen. 

Senator  McUumbeb.  The  committee  will  now  stand  adjourned 
until  10.30  o'clock  to-morrow  morning. 

(Thereupon,  at  6.34  o'clock  p.  m.  the  committee  adjourned  to  meet 
to-morrow,  Saturday,  August  6, 1921,  at  10.30  o'clock  a.  m.) 

Saturday,  August  6,  1921. 

The  committee  met,  pursuant  to  adjournment,  in  room  312,  Senate 
Office  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boies  Penrose  presiding. 

Present:  Senators  Penrose  (chairman),  Smoot,  La  FoUett^,  Dilling- 
ham, McLean,  Curtis,  and  Sinmions. 

The  Chairman.  The  conmiittee  will  come  to  order.  The  commit- 
tee will  hear  first  this  morning  Mr.  Edwy  B.  Reid. 

STATBMENT  OF  EDWY  B.  BEED,  WASHINGTON,  D.  C,  BEP&ESENT- 
ING  THE  AMEBIC  AN  FABM  BTTBEAXJ  FEDEBATION. 

The  Chairman.  Will  you  please  state  your  full  name  for  the  record 
Mr.  Reid  ? 

Mr.  Reid.  E.  B.  Reid. 

The  Chairman.  Whom  do  you  represent? 
•    Mr.  Reid.  The  American  Farm  Bureau  Federation. 

The  Chairman.  Where  do  you  reside,  Mr.  Reid  ? 

Mr.  Reid.  Washington,  D.  C. 

The  Chairman.  What  is  your  business  ? 

Mr.  Reid.  Assistant  Wasnington  representative  of  the  American 
Farm  Bureau  Federation. 

The  Chairman.  That  is  all  you  do  ? 

Mr.  Reid.  Yes,  sir. 

Senator  Smoot.  Who  is  the  director  of  it  ? 

Mr.  Reid.  Mr.  Grey  Silver.  He  ordinarily  appears  before  the 
committees,  but  could  not  be  here  to-day. 

Senator  Moses.  What  constitutes  the  membership  of  that  organi- 
zation, Mr.  Reid  ? 

Mr.  Reid.  It  is  built  around  county  farm  bureaus.  Those  are 
affiliated  into  State  Farm  Bureau  Federations  and  they  in  turn  int<] 
the  American  Farm  Bureau  Federation. 

Senator  Moses.  How  is  it  supported  ? 

Mr.  Reid.  It  is  supported  t&ough  membership  fees  paid  to  th  3 
county  farm  bureaus. 

The  Chairman.  How  many  members  have  you  ? 

Mr.  Reid.  Over  a  million. 

The  Chairman.  That  is  a  verv  sweeping  statement.  Do  you 
have  a  record  of  the  names  and  addresses  of  all  of  them  ? 

Mr.  Reid.  Yes,  sir. 

The  Chairman.  Over  a  million  ? 

Mr.  Reid.  Yes,  sir. 

The  Chairman.  Can  you  produce  such  a  record  for  the  committee  i 

Mr.  Reid.  Yes,  sir;  it  has  been  produced  recently  before  another 
committee  here  in  Congress.  I  can  not  tell  you  which  committee 
that  is. 
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The  Chairman.  Does  it  contain  a  million  names  ? 

Mr.  Reid.  No;  it  does  not  contain  the  names,  but  it  contains  the 
membership  in  each  State. 

Senator  Moses.  The  way  that  is  done,  Mr.  Reid,  is  that  your 
membership  is  made  up  of  the  county  bureaus  located  in  each  State  ? 

Mr.  Reid.  Yes,  sir. 

Senator  Moses.  And  the  county  agent  reports  to  you  the  number 
of  members  in  his  county  bureau « 

Mr.  Reid.  He  reports  to  the  State  and  the  State  reports  to  us. 

American  Farm  Bureau  Federation  membership  chart ,  July  15 ^  1921. 
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s  No  State  organization. 


The  Chairman.  When  did  you  have  your  last  meetmg  of  your 
organization  ? 

Mr.  Reid.  We  had  an  executive  meeting  here  in  April.  The 
annual  meeting  was  held  in  Indianapolis  last  November. 

The  Chairman.  Who  are  the  memoers  of  the  executive  committee  ? 

Mr.  Reid.  Mr.  Jamieson  of  Colorado,  Mr.  Bradfoot  of  Ohio;  Mr- 
Howard  of  Iowa,  Mr.  Cunningham  of  Iowa,  Mr.  Leonard  of  Illinois, 
Mr.  Striving  of  New  York,  Mr.  Gore  of  West  Virginia,  and  I  can  not 
remember  offhand  the  rest  of  them.    There  are  17  or  18  of  them. 

The  Chairman.  Were  they  all  present  at  this  meeting  ? 

Mr.  Reid.  Yes,  sir. 

Senator  Moses.  These  county  bureaus  pay  something  toward  the 
support  of  the  Federated  Bureau  ? 

Mr.  Reid.  Yes,  sir. 

Senator  Moses.  How  much  do  they  pay  ? 

Mr.  Reid.  I  can  not  tell  you  offhand  what  it  is.  I  can  get  that 
information  for  you . 

Senator  Moses.  Is  it  a  uniform  sum  for  each  ? 

Jfo.  Reid.  No,  sir;  it  is  a  small  sum  per  person.  Most  of  it  goes 
to  the  State  work. 
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The  Chairman.  You  may  go  on  in  your  own  way  and  state  your 
views,  Mr.  Reid. 

Mr.  Reid.  We  have  received  from  one  of  the  women  members  of 
the  Farm  Bureau  Federation  an  exhibit  of  dyed  stuff.  The  member- 
ship of  the  Farm  Bureau  Federation  is  composed  not  only  of  men 
but  of  women.  You  will  recall  that  during  the  war  the  public  had 
to  buy  much  material  which  was  not  dyed  with  fast  dye. 

Senator  Smoot.  You  mean  before  the  war  ? 

Mr.  Reid.  Here  is  the  exhibit.  We  can  not  ascertain  whether  this 
was  made  before  the  war,  during  the  war,  or  since  the  war.  One 
section  of  this  shirt  is  ^yed  with  a  fast  dye.  Here  is  another  section 
that  was  dyed  the  same  color  but  with  a  dye  that  has  faded  out  so 
that  you  can  only  see  it  here  on  the  hem. 

Senator  Moses.  Where  was  that  shirt  bought  ? 

Mr.  Reid.  I  can  not  tell  you.  I  only  offer  it  as  an  exhibit  of  some- 
thing that  the  consumer  does  not  want  to  have  continue. 

Senator  Moses.  But  you  received  that  from  some  person  some- 
where ? 

Mr.  Reid.  Yes;  but  I  can  not  tell  you  the  name  of  the  woman  that 
sent  it  in. 

Senator  Moses.  Nor  the  place  from  which  it  was  sent  ? 

Mr.  Reid.  No,  sir;  not  offhand. 

Senator  Moses.  Was  there  a  letter  accompanying  it  ? 

Mr.  Reid.  Yes,  sir. 

Senator  Moses.  Have  you  that  letter  with  you  ? 

Mr.  Reid.  No,  sir;  I  have  not  it  with  me,  but  I  will  file  it. 

Senator  Moses.  Do  vou  remember  what  was  in  it? 

Mr.  Reid.  It  wasprotesting  against  the  use  of  dyes  that  fade. 

The  Chairman.  Well,  proceed. 

Senator  Smoot.  This  piece  of  goods  has  been  kept  in  storage  for 
quite  a  while,  apparently. 

Mr.  Reid.  The  consumer  must  have  dyes  that  are  fast,  that  will 
hold  their  colors  when  used,  and  the  consumers,  the  farmers,  repre- 
senting from  40  to  60  per  cent  of  the  buying  power  of  the  Nation, 
are  much  interested  in  tnis  proposed  bill.  They  object  to  an  embai^o. 
They  think  it  is  un-American,  that  it  is  applied  only  in  times  of  war, 
and  that  there  is  no  need  for  it  under  present  conditions. 

Senator  Moses.  Mr.  Reid,  you  say  they  object  to  an  embargo. 
Has  your  organization  taken  any  formal  action  with  reference  to 
this  ?    Has  it  passed  any  resolution  ? 

Mr.  Reid.  Not  a  definite  resolution  on  this  particular  item,  but 
they  do  not  wish  to  see  a  duty  placed  upon  commodities  which  they 
consume  which  is  not  commensurate  with  the  duty  on  agricultural 
products,  and  there  is  no  embargo  on  any  agricultural  product  that 
we  know  of,  and  we  as  farmers  have  not  asked  for  any. 

Senator  Curtis.  What  organization  do  you  represent  ? 

Mr.  Reid.  The  American  Farm  Bureau  Federation. 

Senator  Curtis.  I  wanted  to  ask  that  question,  because  the  head 
of  the  Grange  wrote  our  committee  at  the  last  session  protesting 
against  an  embargo. 

The  Chairman.  The  witness  has  been  quite  thoroughly  questioned 
on  that  point. 
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Senator  CuBTis.  I  wanted  to  know  whether  he  represented  this 
same  organization,  because  they  have  written  protesting  against  an 
embargo. 

Senator  McLeans  Did  not  your  organization  at  one  time  favor  an 
wnbargo  on  wool,  Mr.  Reid  ? 

Mr.  Reid.  Not  that  I  know  of.  I  do  not  think  there  is  anything 
on  record  favoring  an  embargo  on  wool. 

I  have  a  statement  here,  fix.  Chairman,  that  I  would  like  to  file, 
or  I  can  read  it. 

Senator  Moses.  Did  you  say  that  no  action  had  ever  been  taken 
by  the  federation  on  this  subject?  Just  how  do  you  happen  to  be 
here  presentinjg  this  case  this  morning  ? 

Mr.  Reid.  There  was  a  general  resolution  passed  on  the  tariff,  and 
that  states  that  we  are  not  in  favor  of  duties  being  placed  upon  other 
commodities  that  are  not  conmoiensurate  with  the  duties  placed  upon 
agricultural  products. 

Senator  Moses.  In  other  words,  your  organization  is  an  organiza- 
tion of  all-around  protectionists  ? 

Mr.  Reid.  Not  exactly.  We  are  not  asking  for  any  further  pro- 
tection than  the  manufacturers  obtain,  but  we  do  wish  to  have 
justice  and  have  the  same  protection  that  the  manufactured  com- 
modities have. 

Senator  Curtis.  You  want  sufficient  protection  to  protect,  do  you 
not  ?    The  farmers  of  my  country  dp. 

Mr.  Reid.  Yes,  sir.  The  embargo  is  the  instrument  which  we 
object  to.  We  beheve  you  can  formulate  duties  on  the  dyestuflfs  that 
are  the  most  high-pricecl ;  that  is,  those  that  contain  the  most  brilliant 
colors  and  are  flae  most  expensive,  and  obtain  adequate  results.  The 
farmers  are  interested  in  indigo,  for  instance.     They  probably  are  the 

freatest  consumers  of  overalls  and  denims  and  calicoes,  and  an  em- 
arffo  on  indigo  undoubtedly  would  result  in  a  greatly  increased  value 
of  the  product,  that  is  of  the  dyed  product. 

Sedator  Moses.  Do  you  know  wnether  any  resolutions  have  been 
passed  by  your  county  or  State  organizations  in  connection  with  this 
matter  ? 

Mr.  Reid.  Not  in  connection  with  the  embargo. 

Senator  Moses.  Have  the  resolutions  adopted  by  all  of  your  organi* 
zations  been  of  the  same  general  character  as  this  of  which  you  have 
spoken  ? 

Mr.  Reid.  Yes,  sir. 

Senator  Moses.  Was  this  adopted  at  the  annual  meeting  at  Indian- 
apolis? 

Mr.  Reid.  It  was  adopted  at  the  meeting  here  in  April.  I  can 
not  recall  whether  it  was  also  adopted  at  the  annual  meeting  in 
Indianapolis.  I  shall  be  glad  to  file  a  statement  of  those  resolutions 
affecting  the  tariff. 

(The  resolutions  referred  to  are  as  follows:) 

We  insist  that  agriculture  be  given  equal  consideration  with  other  industries  in  all 
tariff  legislation. — ^March  4,  1920  (Chicago  conference). 

lilWe  request  of  Congress  tie  enactment  of  a  tariff  law  at  once  which  ^^ill  give  to  the 
farmers  of  America  tnat  measure  of  protection  which  m^^y  be  necessary  to  equalize 
the  difference  between  the  costs  of  production  of  farm  products  in  this  country  and  the 
cost  in  competing  nations,  where  land  is  cheap  and  living  conditions  far  below  the 
standards  which  prevail  in  the  United  States.— December  8,  1920  (annual  meeting). 
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The  task  of  preparing  exact  schedules  covering  the  various  commodities  of  agricul- 
tural commerce  is  left  to  a  committee  which  shall  carefully  investigate  all  the  repre- 
sentations made  in  the  tariff  hearings  already  held,  supplemented  by  such  additional 
information  as  may  be  obtained  from  our  specialized  vocations  and  the  wide  exx)erience 
of  farmers  in  all  parts  of  our  country. 

We  ask  no  tariff  wall  of  exclusion  but  such  a  measure  of  protection  as  will  equalize 
the  opportunity  of  the  American  farmer  with  the  low  costs  of  production  in  lands' 
whose  living  conditions  and  rates  of  wages  are  inferior  to  our  own.  We  request  that 
regard  be  had  to  the  new  economic  burdens  being  imposed  upon  agriculture  by  high 
domestic  transportation  costs,  high  cost  of  money,  and  the  competition  of  ocean  rates 
and  foreign  exchanges. 

We  indorse  as  a  temporary  relief  such*  a  measure  as  H.  R.  2435,  now  pending  in 
Congress,  known  as  an  "emergency  tariff,"  and  recommend  its  immediate  passa^. 

We  disapprove  of  any  plans  to  make  agriculture  the  burden  bearer  in  the  rehabilita- 
tion of  our  commerce  on  the  seas,  by  wMch  selling  abroad  the  products  of  mill,  mine, 
or  factory  our  merchant  marine  may  seek  to  load  back  to  our  shores  the  food  products 
of  other  lands  which  come  in  direct  competition  with  our  own. 

We  disapprove  as  untenable  the  specious  argument  that  if  foreign  countries,  Eimipe 
in  particular,  pay  us  the  loan  we  have  made  that  we  must  buy  their  goods  in  volume. 
We  cite  the  fact  that  foreign  travel  prior  to  the  war  left  on  the  Continent  $150,000,000 
annually  and  the  free  gifts  of  aliens  and  citizens  in  the  United  States  to  friends  and 
relatives  in  Europe  exceeds  $450,000,000  per  year,  as  shown  by  bank  clearings,  all 
without  cost  to  the  European  countries  involved. 

We  demand  the  right  to  feed  our  own  people  at  such  prices  as  are  just  both  to  pro- 
ducer and  consumer,  always  having  in  mind  the  perpetuity  of  our  fundamental 
industry,  the  production  of  food.  In  this  connection  we  regard  as  economically 
unsound  any  theory  that  proper  protection  of  the  American  farmer  -means  higher 
living  costs,  as  food  can  and  always  should  be  more  cheaply  provided  at  home. 

We  recogiiize  the  dangerous  competition  from  the  foreign  producer,  who  in  many 
c  ses  can  market  Ms  product  duty  free  at  a  price  so  low  as  to  be  destructive  to  the 
A  morican  farmers  but  when  translated,  into  money  of  his  own  country  gives  him  a 
good  profit.  Against  such  competition  there  must  be  some  protection. — ^April  11, 
1921  (Washington  conference). 

The  Chairman.  The  brief  statement  that  you  have  in  your  hand 
will  be  printed  in  the  record  as  a  part  of  your  remarks. 

Senator  McLean.  Just  one  question.     You  want  fast  dyes  ? 

Mr.  Reid.  We  certainly  do. 

Senator  McLean.  I  understand  that  you  do  not  know  anything 
about  dyes  yourself  ? 

Mr.  Reid.  No,  sir;  I  am  not  a  dye  specialist. 

Senator  McLean.  Do  you  know  anything  about  the  production 
of  indigo  dyes  in  this  country  ? 

Mr.  Kbid.  No;  I  can  not  tell  vou  anything  about  that. 

(The  brief  referred  to  is  as  follows:) 

BRIEF  OF  E.  B.  REZB,  RBPREBEVTIITO  TEE  AMERIOAN  FARK  BTTRBATT  FSDERATIOK. 

Reasons  why  an  embargo  upon  coal-tar  products  would  be  harmful  to  the  fanner 
and  to  agricultural  interests  in  general: 

1.  The  embargo  is  an  unique  and  extraordinary  method  of  protecting  an  industry, 
business  or  trade,  only  to  be  adopted  in  war  times,  or  times  of  national  peril  of  national 
emergency,  and  then  only  very  reluctantly,  and  is  never  justifiable  in  normal  and 
peace  times. 

2.  An  embargo  is  ethically  wrong  and  unsound,  inasmuch  as  by  its  very  nature  it 
must  favor  and  upbuild  the  class  industr>%  trade  and  business,  and  the  set  of  men 
therein  concerned.  It  protects  at  the  expense  of  all  other  classes,  businesses,  and 
groups  of  men. 

3.  The  farmer  has  been  disoriminated  against  in  favor  of  manufacturing  interests 
enough  as  it  is,  without  resorting  to  this  most  unusual  and  extraordinary  method  of 
protection,  which  can  only  add  to  his  burden. 

4.  The  embargo  would  greatly  injure  the  farmer  by  hurting  the  market  for  his 
goods^  and  products^  inasmuch  as  the  great  bulk  of  industry  and  those  employed 
therein  would  be  discriminated  against  and  injured  by  the  embargo,  which  would 
benefit  only  a  comparatively  small  and  select  class.    Tlus  small  class,  thus  benefited, 
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only  Consumes  a  small  portion  of  the  farmer's  products,  while  the  larger  class  injured 
by  'the  embai^  would  thus  have  a  part,  at  least,  of  their  buying  power  taken  from 
them.  • 

5.  The  embargo  injures  the  farmer  directlv  by  increasing  the  costs  of  the  goods 
which  the  farmer,  his  family,  and  his  helpers  use.  The  embargo  will  most^eatly 
affect  the  cost  and  selling  price  of  the  cheaper  grades  of  cloths  and  textiles,  such  as 
denims  and  calicos,  extensively  used  by  the  farmer  and  on  the  farm,  which  are  dyed 
by  indigo.  Indigo  should  be  one  of  the  cheapest  of  the  dyes  and  comparatively  is; 
but  the  cheaper  the  dye— that  is,  the  lower  the  price,  the  more  it  costs  and  the  higher 
the  price,  if  an  embaigo  is  placed  upon  any  competition.  Synthetic  indigo  before 
the  war  sold  in  this  country  at  from  13  to  16  cents  a  pound.  Up  to  a  short  time  ago  it 
could  not  be  purchased  for  less  than  70  cents,  and  was  even  75  cents.  Even  now  it  is 
50  cents,  probably  brought  about  by  the  agitation  against  the  bill.  It  takes  10  pounds 
of  indigo  to  dye  100  pounds  of  cotton  goods.  At  50  cents  a  pound  for  indigo,  this 
makes  5  cents  a  pound.  When  cotton  was  selling  at  40  cents  a  pound  this  did  not 
make  such  a  difference;  but  with  cotton  at  10  to  12  cents  a  pound,  the  price  of  indigo 
50  to  60  or  70  cents  a  pound  makes  a  very  material  difference  in  the  selling  price  of 
cotton  goods.    During  the  war  synthetic  indigo  was  put  to  $1.25  a  pound. 

6.  Finally,  if  anvbody  in  this  country  is  entitled  to  am  enbargo  who  can  show  a 
better  causo,  or  who  is  entitled  to  precedence  over  the  farmer?  Who  is  up  against 
harder  conditions  or  greater  competition? 

STATEMENT  OF  B.  T.  BUSH,  NEW  YORK  CITY,  BEPBESENTINa  THE 

ANTOINE  CHIBIS  CO. 

The  Chairman.  Mr.  Bush,  will  you  state  for  the  record  your  full 
name.? 

Mr.  Bush.  B.  T.  Bush. 

The  Chairman.  Where  do  you  reside? 

Mr.  Bush.  My  business  is  in  New  York  City. 

The  Chairman.  What  is  ypur  business,  Mr.  Bush? 

Mr.  Bush.  The  essential  oil  and  aromatic  chemical  business. 

The  Chairman.  Are  you  in  business  yourself  or  do  you  represent 
some  company  ? 

Mr.  Bush,  i  am  the  president  of  the  Antoine  Chiris  Co. 

The  Chairman.  Where  is  that  company  located  ? 

Mr.  Bush.  The  factory  is  located  at  Delawanna,  N.  J. 

The  Chairman.  Will  you  state  briefly  to  the  committee  your 
views  on  this  matter  ? 

Mr.  Bush.  Gentlemen,  I  appear  here  in  the  interest  of  our  business 
and  not  to  associate  it  with  other  business,  but  to  try  and  show  you 
how  closely  we  are  associated  with  other  manufacturers  of  chemicals. 
In  our  particular  line  we  manufacture  aromatic  chemicals.  They 
are  embraced  in  paragraphs  25  and  26  particularly.  These  chemicals 
are  manufactured  from  coal-tar  chemicals.  We  are  forced  to  pur- 
chase our  coal-tar  chemicals  from  the  manufacturers  in  this  country. 

First,  I  would  like  to  ask  your  permission  to  contradict  the  evi- 
dence which  has  been  submitted  to  you  relative  to  the  quality  of 
American  aromatic  chemicals.  This  statement  is  not  based  on  facts. 
For  example,  a  short  time  ago — I  believe  it  was  on  June  30 — a  state- 
ment was  made  before  your  hearings  that  all  the  aromatic  chemicals 
in  paragraph  26  manufactured  in  this  coimtry  were  not  of  a  suit- 
able quality  for  their  consumption.  Now,  such  a  statement  is 
absolutely  wrong.  All  of  those  products  have  been  manufactured 
in  this  coimtry  and  have  been  manufactured  successfully  and  of 
a  quality  that  conforms  to  standards  set  forth  in  our  business  here- 
tofore. At  the  same  time  a  statement  was  made  that  no  artificial 
musk  is  being  made  here.  Artificial  musk,  as  you  know,  is  manu- 
factured here,  but  only  in  small  quantities,  and  I  admit  not  of  a 
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sufficient  quantity  for  the  American  requirements.  But  it  is  only 
a  matter  of  a  few  months.  Just  as  soon  as  our  company  can  be 
assured  that  we  will  receive  ample  protection  to  manufacture  that 
product  and  put  more  money  in  it,  we  will  manufacture  artificial 
musk  successfully.  It  is  manufactured  in  America,  and  it  can  be 
manufactured  at  a  price  that  the  American  consumer  can  afford  to 
pay  for  it. 

Senator  Smoot.  A  protective  tariff,  if  we  give  you  a  sufficient  rate, 
will  allow  you  to  manufacture  the  article,  will  it  not  ? 

Mr.  Bush.  I  beg  your  pardon,  Senator. 

Senator  Smoot.  If  we  give  you  a  sufficient  protective  rate  in  this 
bill,  it  will  allow  you  to  manufacture  that  article,  will  it  not  ? 

Mr.  Bush.  Certainly,  if  you  will  give  us  a  sufficient  rate  it  will 
allow  us  to  manufacture  that  particular  article. 

Senator  McLean.  What  would  be  a  sufficient  rate  ? 

Mr.  Bush.  It  is  difficult  to  say  at  the  present  time  because  we  do 
not  know  what  eventually  our  yields  will  be.  We  are  dependent  en- 
tirely upon  the  raw  materials  and  we  can  not  tell  now  what  the  prices 
of  those  will  be. 

Senator  Smoot.  With  the  American  valuation  and  a  fair  rate  of 
interest  you  will  not  be  alarmed  ? 

Mr.  Bush.  On  that  particular  article  with  a  fair  rate  of  duty  it 
will  be  sufficient  to  protect  us.  I  need  to  refer  you  only  back  to  the 
time  when  the  patents  on  that  article  were  controlled  abroad 

Senator  McLean.  You  say  a  fair  rate  of  duty  and  an  American 
valuation  would  protect  you  ? 

Mr.  Bush.  Yes,  sir. 

Senator  McLean.  You  also  say  that  at  this  time  it  is  impossible 
to  tell  what  that  rate  would  be  ? 

Mr.  Bush.  Yes. 

Senator  McLean.  Owing  to  the  cost  of  manufacture  ? 

Mr.  Bush.  Yes. 

Senator  McLean.  I  would  assume,  then,  that  something  in  the 
nature  of  an  embargo  would  be  necessary  if  you  are  to  continue  to 
manufacture  musk. 

Mr.  Bush.  It  would  be  better  for  us,  of  course,  but  I  answer  youi 
question  as  a  definite  point. 

Regarding  this  question  of  artificial  musk,  in  the  year  about  1899, 
artificial  musk  was  sold  in  this  country  at  $1,600  a  pound.  It  was 
then  controlled  by  a  German  patent,  you  understana.  A  few  years 
later  they  reduced  it  to  $800  a  pound.  Then  after  the  patent  had 
expired  it  was  reduced  to  $20  a  pound  and  to-day  the  American  con- 
sumers can  buy  that  product  at  $5  a  poimd. 

Senator  Moses.  How  much  are  you  making  ? 

Mr.  Bush.  I  am  not  making  a  sufficient  quantity  to  supply  the  trade 
as  yet. 

Senator  Smoot.  How  much  is  required  to  supply  the  American 
market  ? 

Mr.  Bush.  I  can  not  tell  you  in  exact  figures  at  the  present  time. 

Senator  Smoot.  How  much  do  you  make  ? 

Mr.  Bush.  We  only  manufacture  about  16  pounds  a  month  at  the 
present  time. 

^^  Senator  Smoot.  That  is  180  pounds  a  year. 
^  Mr.  Bush.  Yes.     Only  in  a  semicommercial  way. 
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Senator  Smoot.  What  are  you  selling  it  at  ? 

Mr.  Bush.  $4.85  to  $5  a  pound. 

Senator  Smoot.  Is  Germany  underselling  you  ? 

Mr.  Bush.  Not  at  the  present  time.  We  are  not  getting  it  in.  It 
can  be  gotten  in  under  license,  of  course. 

Senator  Smoot.  Do  you  know  what  Germany  is  selling  it  to 
England  for  ? 

Mr.  Bush.  I  do  not,  but  they  are  selling  it  to  France  for  the 
equivalent  in  our  money  of  about  $3.12  a  pound. 

Senator  Smoot.  If  you  are  protected  on  that  basis  you  would  feel 
perfectly  safe,  would  you  not  ? 

Mr.  Bush.  It  depends  entirely  on  whether  Germany  can  manu- 
facture at  a  lower  price  than  we  can.  Their  prices  for  the  various 
coimtries  are  so  different  that  it  is  quite  impossible  to  tell  what 
they  can  sell  it  for. 

Senator  Smoot.  Do  you  think  they  can  manufactiu*e  it  at  a  price 
that  would  enable  them  to  sell  it  at  less  than  $3  a  pound  ? 

Mr.  Bush.  I  presume  that  they  can.  As  to  the  question  of  their 
raw  materials,  1  have  made  arrangemexits  and  will  get  for  you,  if  you 
so  wish,  a  list  of  the  raw  material  and  prices  affecting  our  products 
that  can  be  purchased  in  Germany  at  the  present  time. 

Senator  Smoot.  Is  anybody  else  making  it  in  the  United  States  ? 

Mr.  Bush.  Yes;  I  believe  one  or  two,  but  only  in  a  small  way. 

Senator  Moses.  Have  they  gone  beyond  the  laboratory  stage 
with  it  ? 

Mr.  Bush.  I  doubt  if  they  have  on  accoimt  of  the  lack  of  a  sufficient 
quantity  to  offer. 

Senator  Smoot.  You  have  some  idea  of  the  amount  that  is  manu- 
factured in  the  United  States,  have  you  not  ? 

Mr.  Bush.  I  have  some  idea  about  it.  I  believe  that  1 ,000  pounds 
per  month  would  cover  the  requirements  of  the  United  States. 

Senator  Smoot.  Have  you  any  difficulty  in  securing  your  raw 
materials  in  the  United  States  ? 

Mr.  Bush.  At  the  present  time  ? 

Senator  Smoot.  Yes. 

Mr.  Bush.  For  the  musk  it  has  been  a  question  of  finding  a  purified 
product.  The  raw  material  affecting  musk  is  isobutyl  toluol  or 
xylol.  It  is  a  question  of  getting  a  pure  product  here,  and  it  is  a 
question  of  gettmg  a  sufficient  quantity.  There,  again,  we  have  to 
go  to  the  co«3-tar  chemical  industry. 

Senator  McLean.  Well,  it  can  be  had  in  this  country  ? 

Mr.  Bush.  It  can  be  had  in  this  country,  yes;  but  they  probably, 
like  ourselves,  are  waiting  for  the  time  when  they  are  assured  of  a 
reasonable  protection,  so  they  can  put  their  money  in  the  business 
and  deliver  and  proceed  to  produce. 

Senator  Moses.  Have  they  not  had  an  absolute  embargo  for  seven 
years? 

Mr.  Bush.  The  only  embargo  that  they  have  had — and  you  know 
how  indefinite  it  has  been  heretofore — expires  August  28,  and,  of 
course,  you  gentlemen  can  decide  the  future  of  that  now. 

Senator  Moses.  Since  the  1st  of  August,  1914,  up  to  August,  1921, 
they  have  had  a  free  hand  in  the  market,  have  they  not  ? 
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Mr.  Bush.  As  you  look  back  at  it  now.  But  you  know  any  busi- 
ness man  at  that  time  did  not  know  when  the  war  was  going  to  cease, 
and  they  were  engaged  particularly,  as  we  were,  in  what  we  call  more 
of  the  necessities.  Our  factory  was  started  since  the  war,  and  a  great 
deal  of  our  time  was  given  up  to  the  manufacture  of  drugs  in  this 
country. 

Senator  Moses.  When  did  vou  first  begin  making  artificial  musk? 

Mr.  Bush.  About  six  montns  ago. 

Senator  Smoot.  You  do  not  thmk  the  question  of  artificial  musk 
is  of  sufficient  importance  to  the  United  States  to  place  an  embargo 
upon  the  manufacture  of  two  hundred-odd  million  pounds  of  dye- 
stuffs  and  chemicals  and  drugs,  do  you  ? 

Mr.  Bush.  Senator,  I  do  not  know  about  the  dyestuff  business. 
I  have  Quite  enough  to  do  to  learn  something  of  my  own,  but  I  can 
not  see  now  they  can  exist  unless  they  can  get  the  benefit  of  all  of 
these  chemical  industries  just  the  same  as  Germany  and  other 
countries  have.  It  is  our  industry  that  is  a  part  of  them  and  an 
important  part  of  them. 

Senator  Moses.  You  do  not  take  the  position  that  it  is  impossible 
to  frame  a  tariff  protection  that  will  afford  you  relief,  do  you? 

Mr.  Bush.  No,  sir;  but  I  take  the  position  that  it  would  be  seem- 
ingly imf air  to  the  consumers  of  this  country  if  you  could  give  us  at 
the  present  time  sufficient  tariff  protection — what  you  would  call 
direct  tariff  protection — because 

Senator  Simmons.  What  difference  do  you  make  between  seem- 
ingly unjust  and  actually  unjust  ?  If  that  would  be  seemingly  unjust, 
what  you  are  asking  would  be  actually  unjust. 

Mr.  Bush.  That  depends  upon  which  way  you  look  at  it. 

Senator  Smoot.  You  are  a  manufacturer  oi  artificial  musk.  If  we 
put  a  specific  duty  on  artificial  musk  of  $2  a  pound,  American  valua- 
tion, it  would  not  be  very  hard  to  protect  your  industry,  would  it  ? 

Mr.  Bush.  No;  but,  on  the  other  hand,  just  as  soon  as  we  are  able 
to  find,  as  other  countries  have  found,  how  to  utilize  the  young  men 
and  to  better  our  processes — now,  mind  you,  you  are  speaking  of 
artificial  musk;  we  manufacture  42  different  products  along  the  same 
line — it  would  be  an  injustice  to  the  American  consumer  to  have  that 

{)rotection;  a  smaller  protection  at  that  time  would  do,  but  how 
ong  before  we  can  get  along  with  a  smaller  protection  is  a  question. 
With  the  proper  protection  it  is  only  a  matter  of  a  short  time  before 
we  can  utilize  our  efforts  and  be  able  to  produce  these  products  equal 
to  the  strength  and  cost  of  other  countries,  compared,  of  course,  with 
the  labor  and  the  exchange  and  the  various  conditions  under  which 
we  have  to  work. 

Senator  Moses.  Can  you  estimate  what  that  period  would  be  ? 
Mr.  Bush.  It  is  fair  to  assume  that  three  to  four  years'  protection 
would  help  us.  To  show  you  our  business  with  a  little  keener  insight 
I  will  take,  for  example,  the  factory  with  which  we  became  associated 
about  a  year  ago  in  Bayonne,  N.  J.  They  were  manufacturing  an 
article  there  ciuled  diphenyloxide.  The  same  chemist  that  manu- 
factured it  there  successfullv  came  to  Delawanna  to  manufacture  it  in 
our  factory.  We  took  the  same  stills  and  the  same  apparatus  and 
the  same  chemist,  and  when  he  arrived  in  our  factory  it  was  four 
months  before  he  could  produce  it.  We  found  that  it  was  a  question 
of  a  minute  particle  of  water  getting  into  it  or  some  leak  in  a  condenser 
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or  something  that  went  wrong.  It  is  constantly  a  question  of  yields, 
but  ^adualTy  we  are  utilizing  time  and  expense  lor  the  benefit  of 
our  yields. 

Senator  Simmons.  Does  not  every  industry  in  this  country,  start- 
ing from  the  very  bottom,  have  to  deal  with  diifficulties  of  the  char- 
acter that  you  nave  mentioned? 

Mr.  Bush.  Not  only  industries,  Senator,  but  we  ourselves.  We 
all  have  to  deal  with  difficulties. 

Senator  Simmons.  You  ought  not  to  tax  the  American  people 
because  of  the  difficulties  in  the  manufacture  of  any  product  or  flie 
production  of  any  product.  The  difficulties  that  you  are  com- 
plaining about  ana  advancing  here  as  a  reason  that  you  should  have 
an  embargo  and  a  high  tariff  are  difficulties  that  are  common  to  all 
the  industries  of  this  coimtry  and  all  the  activities  of  mankind  here 
and  everywhere. 

Mr.  Bush.  But  what  does  it  amount  to  with  those  using  our  goods  ? 
It  amoimts  to  very  little. 

Senator  Simmons.  You  have  no  more  right  to  pass  onto  the  people 
of  this  country  a  small  gratuity  for  yourself  than  you  have  a  big 
gratuity  for  yourself. 

Mr.  Bush.  No;  neither  do  I  say  that  the  other  consimiing  in- 
dustries of  the  counti^have  a  right  to  pass  it  on  to  us. 

Senator  Simmons.  This  matter  of  a  aye  in  a  coat  is  very  insignifi- 
cant, and,  therefore,  coat  wearers  of  this  country  ought  not  to  object 
a  burden  being  put  on.     It  does  not  appeal  to  me  at  all. 

Senator  McLean.  You  are  taking  $400,000,000  out  of  the  Treasury 
now  for  the  purpose  of  maintaining  the  price  of  cotton. 

Senator  Simmons.  We  are  not  doing  anything  of  the  kind.  We 
are  loaning  the  farmers,  the  producers  oi  the  product,  and  you  propose 
to  loan  the  railroad,  the  distributors  of  the  product,  several  times 
that. 
Senator  McLra^n.  That  is  because  it  is  a  debt. 
Senator  Simmons.  It  is  a  debt  in  both  cases.  The*  Government  is 
not  contributing  any  money  to  the  farmer  any  more  than  it  is  to  the 
railroads. 

Senator  McLean.  We  will  argue  that  somewhere  else. 
Senator  Simmons.  We  have  argued  it  on  the  floor  of  the  Senate  and 
we  will  argue  it  again. 

Senator  McLean.  But  when  the  gentleman  is  opposed  to  the  pro- 
tection and  frankly  says  when  he  drew  the  Underwood  Act  that  it 
eliminated  the  cost  of  production  abroad  and  that  the  cost  of  pro- 
duction abroad  was  repudiated  in  framing  the  act,  it  does  not  seem 
to  me  that  his  argument  at  this  time  is  very  appealing. 

Senator  Simmons.  I  did  not  catch  the  first  part  of  tnat  statement. 
I  will  ask  the  Senator  to  repeat  the  first  part  of  the  question. 

Senator  McLean,  I   say   the  gentleman  who   is   responsible   for 
framing  the  Simmons-Underwood  Act  frankly  stated  on  the  floor  of 
the  Senate  that  the  theory  of  equalizing  the  cost  of  production  in 
this  country  and  abroad  was  repudiated,  in  framing  tnat  tariff.     I 
say  that  his  argument  here  does  not  appeal  to  me. 
Senator  Simmons.  I  do  not  know  to  whom  you  refer. 
The  Chairman.  Would  it  not  be  well  to  hear  the  witness  ? 
Mr.  Bush.  Senator,  coming  back  to  your  point  again,  we  are  an 
industry,  you  must  admit,  a  legitimate  indnstry.     We  have  tried. 
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and  the  records  prove  it,  to  give  to  the  people  the  best  quality  of 
goods  we  could  and  at  the  best  price.  We  have  employed  in  our 
plant  21  chemists,  American  boys,  no  foreign  people  being  employed 
m  our  plant.  Not  one  of  those  chemists  knew  our  industry  when  he 
came  to  us. 

Senator  Summons.  I  have  great  sympathy  with  the  dyestuffs 
industry. 

Mr.  Bush.  I  am  not  in  the  dyestuff  industry,  Senator. 

Senator  Simmons.  If  you  will  ask  something  reasonable  upon  the 
theory  even  of  the  Republican  protective  system,  I  shall  help  you. 

Mr.  Bush.  I  realize  that.  The  perfumery  industry  and  every 
industry  consuming  chemicals  come  to  you  and  state  that  they 
want  this  aromatic  chemical  business  protected  because  they  know 
we  have  given  them  the  proper  qualities;  that  we  have  given  them 
the  proper  prices  during  the  war,  and  that  they  have  all  been  pros- 
perous under  the  American  manufacture  of  aromatic  chermcals. 
But  they  now  say,  '^We  want  them  protected  in  our  way."  They 
do  not  know  our  industry;  they  are  not  working  day  and  night  as 
we  are  in  it;  we  are  in  a  small  industry  here,  and  I  think  you  recog- 
nize, that  while  we  are  a  small  industry  we  are  a  very  important 
part  of  the  chemical  industry  of  this  country  as  a  whole.  I  am  not 
m  the  dyestuff  industry,  as  I  stated  before.  You  were  not  here. 
Senator  Simmons,  when  I  mentioned  the  line  of  my  business.  We 
manufacture  aromatic  chemicals,  but  we  manufacture  products 
where  we  can  consume  the  chemicals  that  are  by-products.  Take 
benzyl  chloride.  We  use  that  in  ton  lots.  I  made  a  list  of  12  or  13 
of  our  products  that  are  dependent  on  benzyl-chloride.  We  can  not 
produce  those  articles  without  benzyl-chloride,  and  yet  if  you  force 
us  to  go  to  Europe  to  buy  that  benzyl-chloride  they  can  not  ship  it 
here. 

Senator  Smoot.  Benzyl  chloride  can  be  taken  care  of  beyond  any 
question  of  a  dpubt  by  a  rate  of  duty,  and  it  will  be  taken  care  of.  So 
what  is  the  use  of  arguing  that  question  ? 

Mr.  Bush.  That  is  qiute  true.  Senator;  but  I  want  to  brin^  for- 
ward one  point  here,  and  that  is  that  we  can  not  import  it.  It  can 
only  be  shipped  here  in  glass.  Can  we  import  it  in  pound  bottles,  in 
glass,  and  use  it  in  our  manufacture  and  give  the  people  the  quality 
and  the  price  they  want  to  pay  without  the  people  leelmg  that  we  are 
robbing  them? 

Senator  Simmons.  I  think  I  recognize  as  well  as  you  do,  who  are 
connected  with  the  dye  industry,  the  immense  imprtance  of  this 
industry  to  this  country,  and  I  want  to  see  it  developed.  I  think  it 
has  been  very  largely  developed.  I  want  to  see  it  developed  more, 
and  I  am  willing  to  do  for  that  industry  what  I  would  prooably  not 
be  willing  to  do  for  any  other  industry  in  this  country. 
Mr.  Bush.  I  appreciate  that,  Senator. 

Senator  Simmons.  When  the  matter  of  the  emergency  tariff  was  up 
I  made  a  speech  upon  the  floor  of  the  Senate  advocating  the  extension 
of  that  enibar'go  for  six  months.  We  afterwards  reduced  it  to  three 
months.  I  did  it  because  I  wanted  to  protect  you  until  we  could 
have  an  opportunity  to  frame  a  tariff  bul  and  give  that  protection 
through  the  ordinary  methods  of  imposing  upon  the  proaucts  such 
duties  as,  after  investigation,  were  found  to  be  necessary  to  help  this 
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infant  industry — for  I  think  it  is  an  infant  industry.     It  is  about 
four  or  five  years  old,  practically. 

Mr.  Busn.  It  is,  Senator. 

Senator  Simmons.  But  you  are  coming  here  now  and  asking  that 
that  embargo  should  be  made  permanent,  and  I  say  that  that  is  an 
unreasonable  proposition.  You  do  not  ask  that  it  be  made  perma- 
nent, but  extencled  for  four  or  five  years,  when  we  can  have  an 
opportunity  to  deal  with  it  in  the  usual  way.  I  think  it  ought  to 
be  dealt  with  in  the  usual  wav.  You  have  not,  to  my  mind,  shown 
any  reason  why  you  can  not  dfeal  with  it  in  the  usual  way. 

Senator  McLean.  England,  which  has  been  a  free-trade  country 
for  nearly  a  century,  has  found  it  necessary  to  deal  with  it  by  an 
embargo. 

Senator  Simmons.  I  do  not  think  we  are  compelled  to  do  over  here 
everything  that  England  does.  England  has  never  had  a  protective 
tarin,  as  we  have  over  here  and  as  you  are  preparing  to  further  install. 

Mr.  Bush.  Even  the  protective  tariff  that  we  arc  supposed  to  have 
did  not  save  the  chemical  industry  until  the  war  gave  us  an  embargo. 

Senator  Simmons.  I  do  not  know  so  much  about  that. 

The  Chairman.  They  got  pretty  nearly  all  they  asked  for. 

Senator  Simmons.  I  do  know  that  beiore  we  placed  an  embargo 
upon  it  during  the  war  you  came  to  Congress  through  your  represen- 
tatives and  asked  the  Democratic  Party — known  not  to  be  a  protec- 
tion party — to  increase  the  duties  imposed  in  the  Underwood  tariff 
bill,  and  you  said  if  we  would  do  that — that  was  before  we  had  these 
acute  war  conditions — it  would  take  care  of  jrou,  and  you  could  get 
along,  you  could  compete;  and  we  made  that  increase  lor  you. 

Senator  Moses.  You  are  referring  to  the  Hill  bill  in  1916  ? 

Senator  Simmons.  The  bill  that  passed  then.  I  do  not  think  it 
was  the  Hill  bill.    We  did  increase  the  duties. 

Senator  Moses.  Was  not  that  the  Hill  bill  that  originated  in  the 
House? 

Senator  Simmons.  I  do  not  remember;  but  we  increased  the  duties 
as  requested.  Then  the  war  came  along,  and  you  said  ^^u  needed 
an  embargo.  The  war  gave  you  an  embargo  for  a  wKile.  Then, 
when  the  war  closed,  you  said  you  needed  an  extension  of  the  embargo 
which  you  had  enjoyed  as  the  result  of  the  war,  and  we  passed  the 
embargo  bill.  The  Democratic  Party  passed  that.  That  was  a 
Democratic  measure.  It  was  done  to  deal  with  a  temporary  situa- 
tion. 

The  Chairman.  Did  you  get  no  Republican  votes  for  it  ? 

Senator  Simmons.  Certaimy  we  did. 

The  Chairman.  I  did  not  know  whether  we  were  permitted  to  vote 
on  those  things. 

Senator  Simmons.  You  did,  and  in  most  war  measures  I  will  say,  to 
the  honor  of  the  Republican  Party,  that  you  cooperated  with  us  loyally. 

The  Chairman.  Much  obliged  to  you. 

Mr.  Bush.  If  it  was  good  then  for  the  community  or  for  the  people 
of  the  United  States  as  a  whole,  then  is  it  not  the  proper  thmg  for 
them  to-day  ? 

Senator  Simmons.  It  was  pureljr  a  temporarv  device.  It  was 
expected  to  be  temporary.  I  certainly  have  had  that  expectation, 
and  so  voiced  it  in  the  speech  that  I  made  immediately  after  the 
passage  of  the  emergency  tariff  bill.     I  could  not  get  an  opportimity 
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to  make  the  speech  before,  because  we  had  been  reduced  to  the  IQ- 
minute  rule  and  I  could  not  get  recognition.  I  said  that  I  was  per- 
fectly willing  to  continue  this  embargo  until  a  tariflF  bill  could  be 
passed.  We  thought  then,  all  of  us,  that  it  could  be  passed  in  six 
months.  After  it  came  into  conference  it  was  said  it  could  be  passed 
in  three  months. 

Senator  Smoot.  The  House  conferees  would  agree  to  only  three 
months. 

Afr.  Bush.  It  has  taken  Germany  50  years  to  build  that  industry. 
If  we  ask  for  protection  for  three  or  four  years  further,  my  heavens, 
could  not  that  be  considered  temporary  ?  Can  we  come  oefore  the 
American  people  any  time  there  is  a  change  of  administration 

Senator  Simmons.  Are  vou  asking  for  a  tariff  protection,  or  are 

Iou  asking  for  a  tariff  wall  ?    Protection  has  never  meant  a  wall,  as 
understand  it,  even  from  the  Republican  standpoint. 

Mr.  Bush.  We  are  asking  protection  of  our  industry. 

Senator  Simmons.  You  are  asking  for  a  waU. 

Mr.  Bush.  We  are  asking  for  protection.  You  may  consider  it  a 
wall  if  you  wish;  but  if  we  can  not  manufacture  goods  in  sufficient 
quantity  and  in  sufficient  quality  imder  a  licensing  system  which  we 
can  appeal  to  and  get  those  goods  here,  would  not  it  be  a  great  deal 
better  than  putting  an  extremely  high  tariff  on  and  making  them 
pay  double  what  they  think  they  should  pay  ? 

Senator  Simmons.  I  think  I  understana  your  position  and  I  think 
you  understand  mine. 

Mr.  Bush.  There  is  just  one  more  point  that  I  wish  to  talk  to  you 
about,  and  it  will  take  only  a  moment.  We  are  a  small  industry, 
comparatively* 

Senator  McLean.  Is  not  the  industrial  emergency  created  by  the 
war  now  at  its  zenith?  Is  not  the  necessity  for  protection  now 
greater  than  it  was  ? 

Mr.  Bush.  That  is  my  opinion. 

Senator  McLean.  Or  as  great  as  it  has  been  at  any  time  ? 

Mr.  Bush.  It  is.     That  is  my  opinion. 

The  CHAiRALtVN.  Is  that  all,  Mr.  Bush? 

Mr.  Bush.  There  is  one  more  point  that  I  would  like  to  bring  up, 
Mr.  Chairman,  and  that  is  this:  As  I  told  you  before^  we  have  em- 
ployed American  chemists  in  an  American  factory.  We  want  to  hold 
those  chemists,  and  we  want  to  hold  that  plant.  We  look  forward 
to  going  (as  we  have  since  the  beginiving  oi  the  war)  to  the. organic 
chemical  laboratories  of  the  universities  and  asking  them  to  send  us 
young  men.  It  has  been  impossible  to  get  the  trained  men.  Since 
the  beginning  of  the  war  the  professors  of  organic  chemistry  of  a 
number  of  universities  have  advised  me  that  they  are  constantly 
aware  that  more  young  men  desire  to  fit  themselves  for  the  organic 
chemical  industry.  We  are  sending  young  men  to  England  to-day 
equipped  as  oil  chemists.  We  are  sending  young  men  to  France 
to-day  who  know  a  lot  about  the  steel  industry.  Heaven  knows 
that  no  countrv  is  asking  us  for  organic  chemists  to-day.  If  you 
will  grant  our  business  ample  protection  for  a  reasonable  length  of 
time  we  will  build  up  an  American  chemical  industry  by  American 
chemists  in  a  few  years  that  has  taken  50  years  for  any  other  nation 
in  the  world  to  accomplish.  I  believe  in  American  genius  and  I 
believein  the  American  chemists. 
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The  Chairman.  Especially  with  an  embargo. 

Mr.  Bush.  Especially  with  an  embargo ;  yes,  sir. 

The  Chaibman.  The  committee  will  now  hear  Mr.  P.  A.  Sletteland^ 
if^he  is  present. 

Mr.  Sietteland  does  not  respond.  Is  Mr.  Brehm  here  ?  [No  response.] 
Ji  not,  Mr.  Choate  will  resume. 

STATEMENT    OF    JOSEPH   H.    CHOATE,    BEP&ESENTING    THE 
AMERICAN  DYES  INSTITTJTE,  NSW  YOBJC,  N.  Y.— Besumed. 

Mr.  Choate.  I  had  nothing  to  add,  Mr.  Chairman,  except  in  answer 
to  questions.  Of  course,  there  are  many  things  that  I  should  like  to 
say,  but  I  do  not  want  to  take  the  time  of  the  committee  to  say 
them  except  in  answer  to  questions. 

Senator  McLean.  I  thought  Mr.  Metz  was  to  go  on  this  morning. 

Senator  Smoot.  Not  until  Monday.    He  had  to  go  home. 

The  Chairman.  Do  any  members  of  the  committee  desire  to 
address  any  further  inquiries  to  Mr.  Choate  ?  He  stayed  over  here, 
at  considerable  inconvenience  to  himself,  to  answer  any  questions. 

Senator  La  Follette.  Mr.  Choate,  you  have  evidenced  a  very 
broad  general  knowledge  of  this  subject,  and  you  perhaps  can,  better 
than  anybody  else  that  I  have  heard,  furnish  me  a  little  information 
with  respect  to  some  of  these  various  organizations  which  are  very 
active  in  promoting  this  embargo. 

You  dwelt  at  considerable  length  upon  the  financial  strength  of 
the  control  of  the  German  trust  which,  as  I  remember  you  said,  had 
a  capitalization  of  something  like  two  billion  marks — was  it  ? 

Mr.  Choate.  The  actual  capitalization  of  seven  of  the  largest 
companies,  as  stated  in  the  reports  of  the  British  Parliamentary 
Conmiission  of  May,  1921,  is  twelve  hundred  and  twenty-one  and 
six-tenths  million  marks,  outside  of  the  air  nitrogen  company,  which 
has  a  capital  of  five  hundred  million  marks. 

Senator  La  Follette.  Why  do  you  include  that  in  the  combina- 
tion ? 

Mr.  Choate.  Because  it  is  controlled  by  and  managed  by  the 
combination,  the  I.  G. 

Senator  La  Follette.  That  would  make  an  aggregate  of 

Mr.  Choate.  Seventeen  hundred  million  marks. 

I  may  state  that  this  compilation  does  not  include  the  capitalization 
of  one  of  the  original  Big  Six — Kalle  &  Co.;  so  that  the  figure  is 
understated. 

Senator  La  Follette.  What  is  the  capitalization  of  the  company, 
if  you  know  ? 

Mr.  Choate.  I  can  not  give  it  to  vou  at  present.  It  was  originally 
one  of  the  smaller  of  the  Big  Six,  but  a  very  large  concern.  I  can 
easily  furnish  it  to  you  if  you  desire. 

Senator  La  Follette.  Would  you  apply  the  present  depreciation 
of  the  mark  to  a  depreciation  of  the  capital  value  of  these  various 
companies  that  make  this  combination,  the  same  as  you  do  in  dealing 
with  the  question  of  labor  and  cost  of  production  ? 

Mr.  Choate.  No,  not  altogether,  for  the  reason  that 

Senator  La  Follette.  To  what  extent? 

Ikfc-.  Choate.  The  extent  would  be  very  difficult  to  determine,  and 
could  only  be  determined  by  taking  the  various  capital  increases  at 
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the  time  they  were  made  and  figuring  on  the  basis  of  the  then 
exchange  value  of  the  mark. 

Senator  La  Follette.  When  were  these  various  capitalizations 
made  ? 

Mr.  Choate.  The  capitalization  of  these  seven  companies,  not 
including  Kalle  &  Co.,  m  1917,  before  the  depreciation  of  the  mark 
had  gone  far — in  fact,  I  think  while  it  was  still  approximat<?ly  at 
par — was  three  hundred  and  eighty-three  and  four-tenths  million 
marks,  nominal  capitalization.  But  at  that  time  the  stocks  of  the 
component  companies  were  selling  on  the  Berlin  Stock  Exchange 
and  had  been  for  some  time  at  an  average  of  above  400. 

Senator  La  Follette.  In  estimating  or  stating  the  capitalization 
at  this  large  figure  of  seventeen  hundred  million  marks,  ao  you  take 
the  value  of  the  mark  and  limit  it  to  the  value  that  the  marK  had  at 
the  time  of  the  capitalization  ? 

Mr.  Choate.  I  make  no  statement  of  any  kind,  Senator,  with 
reference  to  the  value  of  the  mark.  I  give  the  present  capitalization 
in  marks,  which  I  suppose  is  paper  marks,  ana  I  also  give  you  the 
nominal  capitalization  amounting  to  $90,000,000,  approximately, 
in  1917,  beiore  the  depreciation  oi  the  mark,  which,  judging  by  tlie 
Stock  Exchange  quotations,  showed  an  asset  value  of  approaching 
four  hundred  million  gold  dollars  then,  to  which  has  been  added 
approximately  eight  hundred  and  forty  million  marks  for  the  chem- 
ical companies  alone,  and  five  hundred  million  marks  for  the  air 
nitrogen  companies  alone,  since,  in  real  cash. 

Senator  La  Follette.  You  do  not  know  how  much  that  stock 
has  been  depreciated  by  the  result  of  the  war  ? 

Mr.  Choate.  I  do  not.  I  understand,  however,  that  the  stocks 
of  these  companies  are  still  selling  far  above  nominal  value.  I  can 
furnish  perhaps  stock  exchange  quotations  for  what  they  are  worth; 
but  the  point  is  that  the  four  hundred  million  of  real  assets  shown  by 
the  1917  figures  have  been  increased  by  the  sale  of  this  eight  hundred 
and  forty  miUion  marks'  worth  of  stock. 

Senator  La  Follette.  Have  you  any  recent  quotations  of  these 
companies  ? 

Mr.  Choate.  I  have  not  with  me.  I  think  I  can  procure  them  if 
you  wish. 

Senator  La  Follette.  I  have  seen  some  of  them  and  I  think  they 
are  very  greatly  depreciated. 

Mr.  Choate.  I  may  state,  however,  that'the  dividends  of  the  chem- 
ical companies  have  not  averaged  less  than  16  per  cent  in  Germany 
since  the  armistice. 

Senator  La  Follette.  On  what  do  you  base  that  statement? 

Mr.  Choate.  On  statements  from  the  advertisements  of  the  com- 
panies at  various  times  in  various  newspaper  publications  from  Ger- 
many that  I  have  seen. 

Senator  La  Follette.  Could  you  produce  them  here  ? 

Mr.  Choate.  I  think  I  can. 

Senator  La  Follette.  I  will  ask  you  to  do  so. 

Senator  Smoot.  Is  that  on  the  depreciated  mark  ? 

Mr.  Choate.  That  is  on  the  capitalization  as  stated. 

Senator  Smoot.  But  payable  in  the  depreciated  mark  ? 

Mr.  Choate.  Certainly;  in  Germany  payable  on  the  depreciated 
mark. 
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Senator  Smoot.  That  would  be  les»  than  1  per  cent,  then. 

Mr.  Choate.  On  the  nominal  capitalization;  but  that  .would  be  1 
per  cent  on  1,700,000,000  marks  m  gold,  which  I  think  would  be 
pretty  fair. 

Senator  La  Follette.  What  are  the  total  assets  of  the  Allied 
Chemical  Co.  ? 

Mr.  Choate.  I  have  no  exact  information.  I  have  been  in- 
formed  

Senator  La  Follette.  You  have  more  exact  information  with 
respect  to  the  German  companies  than  you  have  with  respect  to  the 
companies  in  this  country  ? 

Mr.  Choate.  Certainly;  because  exact  information  as  to  those 
companies  is  available  to  you  from  other  sources  and  it  has  not  been 
necessary  for  me  to  charge  my  mind  with  it.  I  understand  that 
the  capitalization  of  that  company  is  in  the  neighborhood  of 
$280,000,000. 

Senator  La  Follette.  You  have  just  as  accurate  information  with 
respect  to  that  as  you  have  with  respect  to  the  German  companies, 
have  you  not  ? 

Mr.  Choate.  I  have  given  you  the  source  of  my  information. 

Senator  La  Follette.  You  can  answer  my  question. 

Mr.  Choate.  But  I  think  the  source  of  my  information  as  to  the 
German  companies  is  probably  more  accurate  than  my  hearsay 
knowledge  with  respect  to  the  American  companies. 

Senator  La  Follette.  What  are  the  total  assets  of  the  Chemical 
Foundation,  if  you  know  ? 

Mr.  Choate.  The  total  assets  of  the  Chemical  Foundation  consist — 
I  have  a  balance  sheet  here  which  I  will  put  in  evidence,  which  is  a 
balance  sheet  prepared  by  certified  public  accountants  as  of  June  30, 
1921. 

Senator  La  Follette.  Just  answer  my  question. 

Mr.  Choate.  The  total  assets  in  this  statement  are  given  as 
$364,595.21. 

Senator  La  Follette.  What  do  those  assets  consist  of  ? 

Mr.  Choate.  Patents,  trade-marks  and  formulas,  $271,850;  furni- 
ture and  fixtures.  New  York  and  Washington,  less  reserve  for  depre- 
ciation, $21,100.83;  cash  in  four  accoimts,  $59,510.53.  Initial 
license  fees  accrued,  $500;  deferred  charges,  prepaid  insurance,  $59.01 ; 
organization  expenses,  $11,574.84. 

Senator  La  Follette.  Who  are  the  officers  of  that  company  ? 

Mr.  Choate.  Who  are  ? 

Senator  La  Follette.  Yes. 

Mr.  Choate.  Mr.  Francis  P.  Garvan  is  its  president.  Mr.  George 
J.  Corbett  is  its  vice  president. 

Senator  La  Follette.  Has  it  any  other  officers  ? 

Mr.  Choate.  Wait  a  minute.  He  is  secretary  and  treasurer. 
There  is  no  vice  president  at  the  moment.  There  is  a  vacancy. 
There  are  no  other  officers  of  the  corporation. 

Senator  La  Follette.  Who  are  on  the  board  of  directors  ? 

til.  CHOATE.  Mr.  Garvan  and  Mr.  Palmer — ^wait  a  moment.  I 
should  have  said  Mr.  Garvan  and  Mr.  Corbett  are  the  only  members 
of  the  board  of  directors  at  the  moment.  There  is  a  vacancy  caused 
by  the  resignation  of  Col.  Douglas  McKay. 

Senator  La  Follette.  Who  were  the  original  incorporators  ? 
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Mr.  Choate.  I  do  not  know.  You  mean  the  apparent  incorpora- 
tors? 

Senator  La  Follbtte.  Yes.  • 

Mr.  Choate.  They  were  three  dummies  in  the  oflBce  of  the  Cor- 
poration Trust  Co.  of  Delaware. 

The  Chairman.  You  mentioned  Mr.  Pahner.  What  did  he  have 
to  do  with  it  ? 

Mr.  Choate.  Nothing  whatever.  I  mentioned  him  by  a  shp  of  the 
tongue. 

Ine  Chairman.  It  looks  as  if  his  ghost  haunted  the  transaction. 
I  did  not  know  whether  it  did  or  not. 

Mr.  Choate.  I  will  tell  you  the  reason  why  I  did  that,  Mr.  Chair- 
man. It  was  because  I  had  here  a  list  of  the  trustees  of  which  Mr. 
Bradley  Palmer  is  one.     His  name  caught  my  eye. 

Senator  La  Follette.  Please  give  me  again,  wiU  you,  a  description 
of  the  chief  assets  of  this  company  ? 

Mr.  Choate.  The  chief  assets  of  the  company  are  patents  and 
cash. 

Senator  La  Follette.  What  patents  are  those  to  which  you  refer! 

Mr.  Choate.  Those  are  the  patents  purchased  from  the  Alien 
Property  Custodian,  former  German  patents  taken  over  by  the  Alien 
Property  Custodian. 

Senator  La  Follette.  What  number  are  they  ? 

Mr.  Choate.  Four  thousand  nine  hundred  and  four,  originally. 
Some  have  expired;  466  have  expired  up  to  July  1  of  this  year.  I 
should  state  that  of  these  only  4,393  are  still  in  the  hands  of  the 
foundation,  the  small  balance  having  been  reassigned  to  persons  who 
were  found  to  be  really  entitled  to  the  patents  by  reason  of  transac- 
tions which  had  taken  place  before  the  war  and  which  were  not 
known  at  the  time  the  patents  were  seized  by  the  Alien  Property 
Custodian  and  sold  to  tne  foundation. 

Senator  Smoot.  Whc  proved  to  be  American  citizens  ? 

Mr.  Choate.  Yes. 

Senator  Smoot.  When  a  patent  of  that  character  was  transferred 
to  an  American  citizen,  was  the  foundation  paid  back  by  the  Gov- 
ernment the  amount  that  they  originally  paid  for  that  patent  ? 

Mr.  Choate.  I  think  not.  I  do  not  recall,  but  I  do  not  think  any 
payment  was  made. 

Senator  Smoot.  Then  the  foundation  paid  them  a  lump  sum  ? 

Mr.  Choate.  Paid  them  a  lump  sum.  It  was  impossible  to  allocate 
to  any  patent  a  particular  value. 

Senator  Smoot.  They  were  virtually  given  to  them  for  a  nominal 
figure  ? 

Mr.  Choate.  I  do  not  think  it  was  a  nominal  figure,  Senator.  I 
would  be  very  dad  to  go  into  that  if  you  wish. 

Senator  La  Follette.  Who  were  the  officers  of  the  foundadon 
at  the  time  the  deal  was  made  with  the  Alien  Property  Custodian  for 
the  transfer  of  these  patents  ? 

Mr.  Choate.  I  think  they  were  the  same  as  at  present,  except  that 
Col.  McKay  was  the  vice  president. 

Senator  La  Follette.  Garvan  was  the  president  of  the  f  oundaiioa 
at  that  time  ? 

Mr.  Choate.  He  was. 
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Senator  La  Follette.  What  was  the  date  of  the  organization  of 
the  foundation  ? 

Mr.  Choate.  February  19,  1919,  was  the  date  of  the  certificate  of 
incorporation. 

Senator  La  Follette.  What  had  been  Mr.  Garvan's  business  im- 
mediately before  that  ? 

Mr.  Choate.  He  had  been  and  still  was  in  charge  of  the  Bureau  of 
Investigation  of  the  Alien  Property  Custodian. 

Senator  La  Follette.  Did  ne  occupy  offices  with  the  Alien  Prop- 
erty Custodian  ? 

Mr.  Choate.  He  did. 

Senator  La  Follette.  How  long  had  he  been  connected  with  the 
organization  of  the  Alien  Property  Custodian  in  that  capacity  ? 

Mr.  Choate.  I  am  not  able  to  state  precisely,  but  I  think  it  was 
from  the  time  when  the  Alien  Property  Custodian's  organization 
became  complete  in  the  first  instance. 

Senator  La  Follette.  What  is  your  connection  with  the  founda- 
tion ? 

Mr.  Choate.  I  am  its  general  coimsel. 

Senator  La  Follette.  Are  you  a  stockholder  in  it  ? 

Mr.  Choate.  No. 

Senator  La  Follette.  Have  you  been  at  any  time  ? 

Mr.  Choate.  At  no  time. 

Senator  Moses.  Were  you  in  the  Alien  Property  Custodian's  office 
at  the  time  the  foundation  was  established  ? 

Mr.  Choate.  I  was,  as  a  voluntary  assistant  to  Mr.  Garvan. 

Senator  Smoot.  A  doUar-a-year  man  ? 

Mr.  Choate.  Not  even  a  dollar-a-year  man.  I  had  no  official  con- 
nection whatever,  but  I  was,  as  a  practical  matter,  in  charge  of  that 
portion  of  the  bureau  of  investigation  which  dealt  with  the  German 
mterests  in  the  chemical  industrv  in  the  United  States. 

Senator  La  Follette.  How  long  had  you  been  in  that  relation 
to  the  Alien  Property  Custodian  ? 

Mr.  Choate.  I  went  in  there  in  the  early  part  of  1918,  the  very 
early  spring  of  1918. 

Senator  La  Follette.  When  did  you  first  hear  this  scheme  of 
organizing  the  foundation  and  acquiring  these  patents  from  the 
Alien  Property  Custodian  discussed  ? 

Mr.  Choate.  I  can  not  give  you  the  exact  date,  but  I  can  give 
you,  very  briefly,  the  history  oi  it,  which  will  show  how  the  thing 
came  into  being  and,  I  think,  will  answer  your  question  as  well  as  1 
can. 

Senator  La  Follette.  Just  give  me  the  date  approximately  if  you 
can. 

Mr.  Choate.  I  can  not  give  you  the  date,  because  I  do  not  know 
when  the  scheme  was  conceived. 

Senator  La  Follette.  About  what  time;  what  month,  what  year? 

Mr.  Choate.  The  scheme  was  not  conceived  as  a  whole  until  veiy 
shortly  before  the  actual  organization. 

Senator  La  Follette.  When  was  it  first  discussed,  according  to 
your  best  recollection  ? 

Mr.  Choate.  That  I  can  not  give  you,  because  it  was  a  plan  which 
developed  itself  very  gradually.     1  think,  however,   that  no  con- 
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ception  of  the  thing  had  arisen  in  anybody's  mind  much  before 
November,  1918. 
Senator  La  Follette.  Do  you  happen  to  know  how  many  other 

eatents,  outside  of  those  sold  to  the  foundation  by  the  Alien  Property 
ustodian,  were  in  the  custody  of  the  Alien  Property  Custodian  ? 

Mr.  Ohoate.  I  do  not. 

Senator  Moses.  May  I  ask  a  question,  Senator  La  Follette  ? 

Senator  La  Follette.  Certainly. 

Senator  Moses.  The  charter  was  obtained  in  Delaware,  was  it 
not,  Mr.  Choate  ? 

Mr.  Choate.  Yes,  sir. 

Senator  Moses.  Do  you  remember  who  drew  it? 

Mr.  Choate.  I  do  not. 

Senator  Moses.  Do  you  remember  the  attorney  who  conducted  the 
business  in  procuring  me  charter  in  Delaware  ? 

Mr.  Choate.  The  ousiness  of  the  actual  procurement  of  the  charter 
was  conducted  by  the  Corporation  Trust  Co.  of  Delaware^  which  is  a 
company  which  we  in  New  York  constantly  use  for  the  incorporation 
of  Delaware  corporations. 

Senator  Moses.  Do  you  remember  the  name  of  the  attorney  who 
was  actually  in  charge  ? 

Mr.  Choate.  No,  sir. 

Senator  Moses.  Did  you  ever  have  any  conversation  with  him  ? 

Mr.  Choate.  I  may  have;  but  it  was  purely  mechanical  legal  work 
in  which  I  took  no  particular  interest. 

Senator  Moses.  Were  you  ever  present  at  a  meeting  held  in  Mr. 
Garvan's  office  in  connection  with  the  Alien  Property  Custodian's 
office  in  New  York  where  the  charter  was  discussed  ? 

Mr.  Choate.  I  think  I  must  have  been  several  times. 

Senator  Moses.  Do  you  remember  the  general  terms  of  the  charter  ? 

Mr.  Choate.  I  do.  The  actual  text  of  the  charter  was  of  course 
discussed  very  carefully  by  everybody  interested  in  the  matter  before 
it  was  adopted. 

Senator  Moses.  Do  you  recall  a  conversation,  when  this  attorney 
who  procured  the  charter  was  questioned  as  to  certain  of  the  high- 
sounding  patriotic  phrases  which  the  charter  contains,  and  who  said 
that  the  ^'sob  stuff    had  to  be  put  in  to  put  it  over? 

Mr.  Choate.  I  do  not.  On  the  contrary,  I  recall  that  no  such  con- 
versation ever  took  place. 

Senator  Moses.  In  your  presence  ? 

Mr.  Choate.  Nor  at  any  of  the  meetings,  at  all  of  which  I  was 
present. 

Senator  Moses.  Were  you  at  everv  meeting  ? 

Mr.  Choate.  I  understand  so.  If  they  had  any  other  meeting 
they  had  it  at  some  very  extraordinary  place  under  very  extraordi- 
nary circumstances  that  I  know  nothing  about.  ' 

Senator  Moses.  You  are  quite  sure  that  no  meeting  ever  took  plac^ 
in  Mr.  Garvan's  room  in  New  York  ? 

Mr.  Choate.  I  should  think  it  extremely  improbable  that  any 
meeting  ever  took  place  in  his  office  in  New  York  at  which  I  was  not 
present  and  at  which  this  subject  was  discussed. 

Senator  La  Follette.  Will  you  please  file  with  this  committee  a 
copy  of  the  articles  of  incorporation  ? 
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Mr.  Choate.  They  are  already  a  part  of  the  record  of  the  last 
Senate  hearings,  ana  also  the  House  nearmgs,  but  if  you  wish  I  will 
file  another  copy  here.    I  can  turn  to  it  here  in  a  moment. 

Senator  La  Follette.  It  can  be  taken  for  the  record  if  it  is  in  the 
other  record. 

The  Chaibman.  At  the  request  of  Senator  La  Follette  the  articles 
of  incorporation  will  be  put  into  this  record,  transcribed  from  the 
previous  hearing. 

Mr.  Choate.  i  ou  will  find  it  in  connection  with  my  testimony  on 
paee  117  of  the  Senate  hearings  referred  to. 

(The  paper  referred  to  is  as  follows:) 

CBRTIFIGATB   OP  INCORPORATION   OF  THE   CHEMICAL  POUNDATION    (INC.),    DELAWARE. 

1.  The  name  of  the  corporation  is  ''The  Chemical  Foundation  (Inc.).'' 

2.  The  principal  office  of  the  corporation  is  to  be  located  at  the  offices  of  the  Corpo- 
ration Trust  Co.  of  America,  No.  1007  Market  Street,  in  the  city  of  Wilmington,  in  the 
county  of  New  Castle,  in  the  State  of  Delaware.  The  name  of  its  resident  agent  is 
Corporation  Trust  Co.  of  America,  whose  address  is  No.  1007  Market  Street,  Wil- 
mington, Del. 

3.  The  nature  of  the  business  of  the  corporation  and  the  objects  and  purposes  pro- 
posed to  be  transacted,  promoted,  or  carried  on  by  it  are  as  follows,  to  wit: 

(a)  To  acquire  by  purchase  from  the  Alien  Property  Custodian,  under  the  provisions 
of  an  act  of  Congress  of  the  United  States,  known  as  the  trading  with  the  enemy  act 
(Oct.  6, 1917,  as  amended  by  act  of  Mar.  28, 1918,  and  further  amended  by  act  of  Nov. 
4,  1918),  patents,  and  applications  therefor,  trade-marks,  choses  in  action,  and  rights 
and  claims  of  every  character  and  description,  owning  or  belonging  to  or  held  for,  by  on 
account  of,  or  on  behalf  of,  or  for  the  benefit  of,  an  enem3r  or  ally  of  enemy,  as  aefined 
by  said  act,  which  the  Alien  Property  Custodian  is  authorized  by  said  act,  and  amend- 
ments thereto^  to  require  and  seize,  and  to  sell  and  convey,  and  also  to  acquire  from 
any  person,  firm,  or  corporation  any  and  all  letters  patent,  and  applications  therefor, 
trade-marks,  and  similar  rifi^hts,  eranted  by  the  United  States,  or  any  other  country 
or  ^vemment,  licenses  ana  the  like,  or  any  other  interest  therein,  or  any  inventions 
which  may  seem  capable  of  being  used  for  or  in  connection  with  any  of  the  objects 
Gt  purposes  of  said  corporation,  and  to  hold  an^  such  property  and  rights,  so  acquired, 
in  a  fiduciary  capacify  for  the  Americanization  of  inaustries,  as  may  be  anected 
thereby,  for  the  exclusion  or  elimination  of  alien  interests  hostile  or  detrimental  to  the 
said  industries,  and  for  the  advancement  of  chemical  and  allied  science  and  industry 
in  the  United  States. 

(6)  In  furtherance  of  the  above  objects  and  purposes  the  corjioration  mav  ^rant 
nonexclusive  licensee  only,  to  make,  use,  and  sell  the  inventions  covered  by  any 
patents  owned  or  controlled  by  it  to  the  United  States  of  America,  upon  such  terms  as 
the  board  of  directors  mav  determine,  and  also  upon  reasonable  and  equal  terms  and 
without  advantage,  as  between  licensees,  to  the  following: 

(1)  Natural  persons,  citizens  of  the  United  States. 

(2)  Copartnerships,  all  the  members  of  which  are  citizens  of  the  United  States;  and 

(3)  Corporations  organized  under  the  laws  of  the  United  States,  or  of  any  State, 
Territory,  or  dependency  of  the  United  States,  of  which  not  less  than  three-fourths  of 
the  capital  stock,  and  the  beneficial  interest  therein,  is  owned  by  stockholders  who  are 
citizens  of  the  United  States,  and  who  were  not,  prior  to  the  "end  of  the  war,"  as  used 
in  the  trading-with-the-enemy  act,  enemies,  or  allies  of  enemies,  as  defined  by  said  act, 
and  the  amendments  thereto. 

The  board  of  directors  may  refuse  to  issue  any  license  or  may  revoke  anv  license 
granted  by  the  corporation  and  mav  prescribe  the  terms  and  conditions  of  said  licenses. 
It  shall  be  the  dutv  of  the  corporation  to  defend  and  enforce  the  rights  acquired  by  it, 
and  to  protect  the  rights  of  its  licensees  under  any  licenses  granted  by  it. 

(c)  To  purchase,  or  otherwise  acquire,  such  personal  property  of  everv  kind  and 
description  within  and  without  the  State  of  Delaware,  and  in  any  part  of  the  world, 
suitable,  necessary,  useful,  or  advisable  in  connection  with  any  or  all  of  the  objects 
hereinbefore  set  forth. 

(d)  To  do  each  and  everything  necessary,  suitable,  useful,  or  advisable  for  the 
accomplishment  of  any  one  or  more  of  said  objects,  or  which  shall  at  any  time  appear 
to  be  conducive  to  or  expedient  for  the  benefit  of  such  corporation  in  connection 
therewith. 
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{e)  In  ^neral,  but  in  connection  with  the  foregoing,  said  corporation  shall  have 
and  exercise  all  the  powers  conferred  by  the  laws  of  the  State  of  Delaware  upon  busi- 
ness corporations,  it  oeing  hereby  expressljr  provided  that  the  foregoing  enumeiatioi] 
of  specinc  powers  shall  not  be  held  to  limit  or  restrict  in  any  manner  such  general 
powers. 

(J)  To  each  and  all  things  above  set  forth  to  the  same  extent,  and  as  fully  as  a  natural 
person  might  do  or  could  do  in  the  State  of  Delaware,  or  in  any  other  State,  country, 
or  place. 

4.  The  total  authorized  capital  stock  of  the  corporation  is  $500,000,  divided  into 
5,000  shares  of  the  par  value  of  $100  each. 

Of  said  authorized  capital  stock  4,000  shares,  amounting  to  $400,000,  shall  be  non- 
voting preferred  stock  (except  for  amendment  of  the  charter,  as  hereinafter  provided) 
and  1,000  shares,  amounting  to  $100,000,  shall  be  common  stock. 

The  preferred  stock  shall  entitle  the  holders  thereof  to  receive,  when  and  as 
declared,  out  of  the  surplus  or  net  earnings  of  the  corporation,  a  lixed  cumulative 
dividend  at  the  rate  of,  but  never  exceeding,  6  per  cent  per  annum,  payable  quarterly 
on  such  dates  as  the  directors  may  determine,  which  dividend  shall  run  from  the 
date  of  issue  of  said  preferred  stock,  and  eJiall  be  paid  or  set  apart  before  any  di\'idend 
shall  be  sot  apart  or  paid  on  the  common  stock. 

The  common  stock  shall  entitle  the  holders  thereof  to  receive,  when  and  as  declared, 
out  of  the  surplus  or  net  earnings  of  the  corporation,  a  dividend  at  the  rate  of,  but 
never  exceeding,  6  per  cent  per  annum,  but  no  such  dividends  shall  be  payable  on 
the  common  stock  until  all  cumulative  dividends  on  the  preferred  stock  at  the  above 
rate,  up  to  the  date  of  the  declaration  of  such  common-stock  dividend,  shall  have 
been  paid  or  set  apart. 

In  the  event  of  an^  liquidation  or  dissolution  or  Winding  up  of  the  corporation, 
whether  voluntary,  or  involuntary,  the  preferred  stock  shall  entitle  the  holders  thereof 
to  be  paid  in  full  the  par  amount  of  their  shares,  with  all  unpaid  accimaulated  dividends 
thereon  to  the  date  of  such  payment,  before  any  amount  shall  be  paid  to  the  holders 
of  the  common  stock. 

The  preferred  stock  shall  be  subJDCt  to  redemption  as  a  whole  at  $100  per  share,  and 
accumulated  dividends  thereon,  on  the  Ist  day  of  January,  1921,  or  on  the  Ist  day  of 
January  in  any  year  thereafter,  in  such  manner  as  the  board  of  directors  shall  deter- 
mine: FrovideSj  That  whenever  the  accumulated  surplus  of  the  corporation  amounts 
to  100  per  cent  of  the  total  issued  and  outstanding  preferred  and  conmi^on  stock  of  the 
corporation,  the  board  of  directors  shall  redeem  all  the  issued  and  outstanding  pre- 
ferred stock.  After  the  full  redemption  of  the  preferred  stock  the  net  earnings  of  the 
corporation,  over  and  above  such  amounts  as  may  be  necessary  for  the  purpose  of 
working  capital,  shall  be  used  and  devoted  to  the  development  and  advancement  of 
chemistry  and  allied  sciences,  in  the  useful  arts  and  manufactures  in  the  United 
States,  in  such  manner  as  the  board  of  directors  may  determine. 

The  holders  of  the  common  stock  shall  have  the  sole  right  to  vote  at  all  meetings  of 
the  stockholders,  and  the  holders  of  the  preferred  stock  shall  have  no  voting  power, 
except  for  the  purpose  of  tiie  amendment  of  the  charter.  None  of  the  owners  or 
holders  of  the  preferred  or  common  stock  of  this  corporation  shall  sell,  assign,  or  transfer 
anv  such  stock  except  with  the  approval  of  the  board  of  directors. 

From  time  to  time  the  common  and  preferred  st6ck  may  be  increased  according 
to  law. 

The  amount  of  the  capital  stock  with  which  the  corporation  will  commence  business 
is  $1,500. 

5.  The  names  and  places  of  r^dence  of  each  of  the  original  subscribers  to  the 
capital  stock  and  the  number  of  shares  subscribed  for  by  each  are  as  follows: 

M.M.  Clancy,  Wilmington,  Del W 

P.  B.  Drew,  Wilmington,  Del 1 

H.  E.  Knox,  Wilmington,  Del 1 

6.  The  corporation  is  to  have  perpetual  existence. 

7.  The  private  property  of  the  stockholders  shall  not  be  subject  to  the  payment  of 
corporate  debts  to  any  extent  whatever. 

8.  The  number  of  directors  of  the  corporation  shall  be  fixed  from  time  to  time  by 
the  by-laws,  and  the  number  may  be  increased  or  decreased  as  therein  provided.. 

In  case  of  any  increase  in  the  number  of  directors,  the  additional  airectois  shall 
be  elected  as  provided  by  the  by-laws,  or  by  the  stockholders,  at  an  annual  or  special 
meeting. 

In  case  of  any  vacancy  in  the  board  of  directors  for  any  cause,  the  stockholders 
may  elect  a  successor  to  hold  office  for  the  unexpired  term  of  the  director  whose  place 
is  vacant  and  until  the  election  of  his  successor. 
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^  The  board  of  directors  shall,  from  time  to  time,  fix  and  determine  the  uniform 
license  fee  or  royalty  that  shall  be  paid  by  the  persons,  firms,  or  corporations  men- 
tioned in  paragraph  (6)  of  article  3  of  this  certificate,  and  the  license  fee  or  royalty 
so  fixed  shall  be  bindmg  and  conclusive  on  the  corporation  and  on  all  of  its  licensees. 

In  furtherance,  but  not  in  limitation  of  the  powers  conferred  by  law,  die  board  of 
directors  axe  expressly  authorized: 

(a)  To  hold  their  meetings  outside  of  the  State  of  Delaware  at  such  places  as  from 
time  to  time  may  be  designated  by  the  by-laws  or  by  resolution  of  the  board.  The 
by-laws  may  prescribe  the  number  of  directors  necessary  to  constitute  a  quorum  of 
the  board  of  directors,  which  number  may  be  less  than  a  majority  of  the  whole  board 
of  directors. 

(6)  To  appoint  the  regular  officers  of  the  corporation  and  such  other  officers  as  they 
may  deem  necessary  for  the  proper  conduct  of  the  business  of  the  corporation. 

(c)  To  remove  at  any  time  any  officer  elected  or  appointed  by  the  board  of  directors, 
but  only  by  the  affirmative  vote  of  a  majority  of  the  whole  board  of  directors. 

((/)  To  remove  any  other  officer  or  employee  of  the  corporation,  or  to  confer  such 
power  on  any  committee  or  superior  officer  of  the  corporation,  unless  such  removal 
18  otherwise  regulated  by  the  by-laws. 

(f)  To  issue  the  stock  of  every  class  in  such  amounts  and  proportions  as  they  may 
determine,  up  to  the  total  amount  of  the  authorized  capital  stock,  or  any  increase 
thereof,  subject,  however,  to  the  provisions  of  this  certificate. 

9.  The  chstfter  may  be  amended  form  time  to  time  by  a  vote  of  thr<^-fourths  in 
number  and  amount  of  the  preferred  and  common  stockholders  at  any  annual  or 
special  meeting  of  the  stockholders. 

10.  The  board  of  directors  shall  have  no  power  to  make,  alter,  or  amend  by-laws. 
We,  the  undersigned,  being  each  of  the  original  subscribers  to  the  capital  stock, 

hereinbefore  named,  for  the  purpose  of  forming  a  corporation  *to  do  business  both 
within  and  without  the  State  of  Delaware,  under  and  pursuant  to  the  provisions  of 
the  Legislature  of  the  State  of  Delaware  entitled  "An  act  providing  a  general  corpo- 
ration law"  (approved  Mar.  10,  1899),  and  the  acts  amenaatorv  thereof  and  supple- 
mental thereto,  do  make  and  file  this  certificate  and  declare  the  facts  herein  stated 
as  true,  and  we  have  accordingly  hereunder  set  our  respective  hands  and  seals  this 
19th  day  of  February,  A.  D.  1919. 

M.  M.  Clancy,    [seal. 

P.  B.  Drew.        seal. 

H.  E.  Knox.       [seal. 
State  op  Delaware, 

County  of  New  Castle^  ss: 

Be  it  remembered  that  on  this  19th  day  of  February,  A.  D.  1919,  personally 
appeared  before  me,  the  subscriber,  a  notary  public  in  and  for  the  State  and  county 
aforesaid,  M.  M.  Clancy,  P.  B.  Drew,  and  H.  £.  Knox,  all  the  parties  to  the  foregoing 
certificate  of  incorporation,  known  to  be  personaUy  to  be  such,  and  1  having  first 
made  known  to  them  and  to  each  of  them  the  contents  of  said  certificate,  they  did 
each  severally  acknowledge  that  they  signed,  sealed,  and  delivered  the  same  as  their 
several  voluntary  act  and  deed,  and  that  the  facts  therein  stated  were  truly  set  forth. 

Given  under  my  hand  and  seal  of  office  the  day  and  year  aforesaid. 

Lawrence  J.  Brodman,  Notary  Public. 

Senator  La  Follette.  How  much  was  paid  to  the  Alien  Property 
Custodian  for  those  patents  ? 

Mr.  Choate.  $250,000  for  the  original  mass  of  patents  contained 
in  the  first  assignment;  the  remainder  of  the  $271,850,  for  the  sub- 
sequent assignments  of  patents  afterwards  discovered. 

Senator  Smoot.  That  is,  they  paid  less  than  the  actual  cost  of. 
securing  the  patents? 

Mr.  Choate.  That  is  a  matter  of  computation  which  I  assume 
you  do  not  care  to  have  me  discuss.  -  • 

Senator  Smoot.  It  is  less  than  $50;  and  you  know  that  you  can  not 
get  foreign  patents  through  for  $50. 

Mr.  Choate.  I  should  say  that  average  would  be  a  very  high  price 
for  the  great  majority  of  the  patents. 

Senator  Smoot.  liiere  may  be  one  patent  that  would  cost  more 
than  that  ? 
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Mr.  Choate.  Quite  likely. 

Senator  McLean.  Is  this  Mr.  Ganran  related  to  the  Garvan  that 
was  subsequently  Alien  Property  Custodian? 

Mr.  Choate.  It  is  the  same  mr,  Garvan.  I  shall  ask  leave  of  the 
committee  hereafter  to  state  the  circumstances  under  which  he 
became  president  of  the  Chemical  Foundation. 

Senator  La  Follettb.  How  long  after  this  transaction — ^I  refer, 
now,  to  the  purchase  of  these  patents  from  the  Alien  Property  Cus- 
todian in  whose  office  he  was  then  established  and  a  part  or  your 
organization — ^how  long  after  that  did  he  become  Alien  Property 
Custodian  ? 

Mr.  Choate.  March  4,  1919,  when  Mr.  Palmer  was  appointed 
Attorney  General. 

Senator  La  Follettb.  How  long  was  that,  if  you  please  ?  Do  you 
have  the  other  date  in  your  mind  ? 

Mr.  Choate.  Approximately  seven  weeks. 

Senator  Smoot.  If  I  asked  you,  as  my  attorney,  and  you  were  not 
the  attorney  of  the  Chemical  Foundation,  whether  I  would  be  safe 
in  buying  all  of  the  patents  held  by  the  foundation  for  $250,000 
to-day,  what  would  you  tell  me  ? 

Mr.  Choate.  I  should  teU  you,  in  the  first  place,  that  the  Chemical 
Foundation  was  incapable  oi  selling  the  patents  under  its  charter. 

Senator  Smoot.  As  an  attorney  of  the  Chemical  Foundation,  do 
you  think  that  $250,000  was  all  that  those  patents  were  worth  i 

Mr.  Choate.  I  think  it  was  not  all  they  would  have  been  worth  to 
a  private  purchaser,  unlimited  in  the  use  of  them.  A  private  pur- 
chaser unlimited  in  the  use  of  these  patents  could  have  made  very 
large  sums  by  holding  up  the  industry  with  them.  Their  nuisance 
value  was  very  la<rge. 

Senator  Smoot.  There  are  patents  there,  outside  of  the  nuisance 
value,  that  are  worth  a  great  deal  more  than  $250,000. 

Mr.  Choate.  To  a  private  purchaser,  undoubtedlv,  outside  of  the 
nuisance  value;  but  you  forget  that  the  Chemical  Foundation,  both 
bv  the  terms  of  its  charter  and  by  the  terms  of  the  foundation,  is 
absolutely  limited  in  the  use  of  these  patents,  so  that  it  can  not 
profit  beyond  the  necessary  sum  to  pay  a  6  per  cent  dividend  on  its 
very  small  stock;  so  that  all  the  rest  of  the  money  that  is  received 
has  got  to  be  used  for  the  advancement  of  science;  and,  furthermore, 
it  is  so  limited  that  it  can  not  use  the  patents  in  the  way  in  which 
an  individual  would,  by  the  issue  of  exclusive  licenses.  It  can  only 
issue  nonexclusive  licenses,  which  must  be  issued  on  equal  and 
reasonable  terms  to  all  American  citizens,  partnerships,  and  corpora- 
tions. 

Senator  Moses.  These  licensees  have  profited,  have  they  not  I 

Mr.  Choate.  I  hope  they  have. 

Senator  Moses.  Are   they   all  members  of  the  American  Dyes 
Institute  ? 

Mr.  Choate.  1  think  not. 

Senator  Moses.  Are  they  members  of  the  General  Research 
Council  ? 

Mr.  Choate.  I  do  not  know  what  that  is. 

Senator  Moses.  Or  the  National  Research  Coimcil,  or  whatever 
it  is? 
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Mr.  Choate.  I  have  not  any  idea.  I  may  state  positively  that  a 
large  majority  are  not  members  of  the  Dyes  Institute. 

Senator  Moses.  Does  every  member  oi  the  Dyes  Institute  hold  a 
license? 

Mr.  Choate.  By  no  means.  I  may  also  state  that  no  application 
for  a  license  from  an  American  citizen  has  been  refused. 

Senator  Moses.  Was  there  ever  any  intimation  that  a  license 
would  be  refused  ? 

Mr.  Choate.  At  the  outset  the  policy  of  the  foundation  was  not 
fully  determined.  It  was  realized  that  it  would  be  very  unfortunate 
for  the  industry  if  a  large  number  of  licenses  should  be  sunultaneously 
issued  covering  the  production  of  some  product  not  previously  made 
in  this  coimtry,  in  as  much  as  the  issue  of  such  a  large  number  of 
licenses  would  discourage  any  of  the  licensees  from  actually  putting: 
money  into  the  business  ana  going  to  work;  but  it  was  very  soon 
determined  by  a  vote  of  the  stockholders'  advisory  committee, 
consisting  of  all  the  stockholders,  that  the  policy  was  unwise  and 
improper  and  that  there  must  be  no  limit  to  the  number  of  licenses 
under  any  patent. 

Senator  Moses.  What  other  activities  has  the  foundation  pursued, 
Mr.  Choate,  aside  from  the  issuance  of  licenses  to  people  who  desired 
them? 

Mr.  Choate.  General  educational  activities  in  the  way  of  sending 
out  to  very  carefully  prepared  lists  intended  to  reach  the  educational 
side  of  the  public  literature  of  various  kinds  intended  to  educate  the 
public  in  regard  to  the  importance  of  chemistry  in  daily  life  and  of 
chemistr^r  in  industry.     It  has  also  undertaken  various  other  enter- 

E rises  which  have  not  got  far  yet,  among  which,  I  may  state  as  per- 
aps  the  most  important,  is  that  of  giving  assistance  to  the  committee 
of  the  American  Chemical  Society,  consisting  of  eight  of  the  first 
scientists  of  the  country,  which  committee  has  been  conducting  a 
survey  to  ascertain  wnat  the  laboratory  and  research  institute 
facilities  of  the  country  were  for  the  purpose  of  fostering  and  increas- 
ingthe  development  of  chemistry  in  medicine. 

The  foundation  has  imdertaken  to  pay  the  expenses  of  that  com- 
mittee, and  that  committee  has  now  prepared  and  is  about  to  issue 
a  most  interesting  report,  which  I  wisn  I  could  lay  before  you  gentle- 
men. I  consider  it  likely  to  lead  to  the  greatest  advances  in  medical 
science  that  have  ever  taken  place  in  this  country. 

Senator  Moses.  Are  you  famihar  with  the  book  entitled  "Creative 
Chemistry?" 

Mr.  Choate.  I  am. 

Senator  Moses.  Who  was  that  written  by  ? 

Mr.  Choate.  By  Dr.  Edwin  E.  Slosson. 

Senator  Moses.  And  who  published  it? 

Mr.  Choate.  I  do  not  know;  but  I  think  the  Century  Co.  did. 

Senator  Moses.  Do  you  know  the  retail  price  of  it  ? 

Mr.  Choate.  I  do  not  know  that. 

Senator  Moses.  Was  that  a  part  of  the  literature  the  foundation 
distributed  ? 

Mr.  Choate.  It  was. 

Senator  Moses.  It  was  sent  to  a  selected  list,  was  it  ? 
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Mr.  Choate.  It  was  sent  broadcast.  I  have  a  complete  list  here, 
if  you  would  like  it.  I  would  like  to  read  the  names  of  the  persons 
to  whom  this  was  sent. 

Senator  Moses.  Are  they  numerous? 

Mr.  Choate.  They  are  classified  here  under  13  heads. 

Senator  La  Follette.  You  mean  to  just  read  the  classification  ? 

Mr.  Choate.  That  is  all.     [Reading:] 

To  members  of  women^s  clubs,  5,063;  to  newspapers,  2,410;  to  colleges,  5,441;  to 
agricultural  agents,  1,274;  to  members  of  the  American  Legion,  500;  to  consamere 
(textile  form),  16,964;  to  consumers  (club  form),  1,993. 

Senator  La  Follette.  What  does  that  word  "form"  mean? 

Mr.  Choate.  This  referred  to  the  form  letters  which  were  sent 
with  the  book,  and  which  I  would  like  to  explain  in  a  moment. 
[Reading  continued :] 

To  authors,  1,566;  to  scoutmasters  of  Boy  Scouts,  16,796;  to  prominent  men,  5,85S. 

That  is  all. 

Senator  Moses.  Showing  a  total  of  how  many  ? 

Mr.  Choate.  The  total  there  would  seem  to  be  57,860. 

Senator  Smoot.  Have  you  a  copy  of  each  form  of  letter  ? 

Mr.  Choate.  I  have. 

Senator  Smoot.  Will  you  put  it  in  the  record  ? 

Mr.  Choate.  I  will;  gladly. 

(The  matter  referred  to  is  as  follows:) 

MuUityped  form  letters  for  circulanzaiion  mailed  between  Nov.  9, 1920 y  and  }faij  SSj  1927. 

To  members  of  women's  clubs 5, 063 

To  newspapers 2, 410 

To  colleges 5, 441 

To  agricultural  agents 1, 274 

To  members  of  the  American  Legion 500 

To  consumers  (textile  form) 16, 964 

To  consumers  (club  form) 1, 993 

To  authors 1, 566 

To  scoutmasters  of  Boy  Scouts 16, 796 

To  prominent  men 5, 853 

Form  A — ^Acknowledgment  of  replies 2, 000 

Form  E — Acknowledgment  of  replies 2, 000 

Form  F — ^Acknowledgment  of  replies 2, 000 

Total 63,860 

Letter  to  Members  of  Women's  Clubs. 

The  Chemical  Foundation  (Inc.), 

New  York  Citify  December  18^  1920. 

I  am  sending  to  you,  under  separate  cover,  a  book  that  I  believe  has  a  vital  bearing 
upon  the  future  welfare  of  this  country  and  the  men,  women,  and  children  composing 
its  people.  This  is  Dr.  Edwin  E .  Slosson's  ' '  Creative  Chemistrv. ' '  Dr.  Slosson  is  the 
literary  editor  of  the  Independent,  a  trained  chemist  and  publicist,  who  wrote  the 
articles  composing  this  boot  for  the  Independent  without  suggestion  from  any  source 
save  his  realization  of  the  intense  importance  of  this  subject.  As  president  of  Uie 
Chemical  Foundation  I  am  asking  you  to  read  this  book,  and  after  reading  it  to  write 
to  me  of  the  impressions  it  makes  upon  you  and  of  any  suggestions  it  may  prompt 
you  to  make  toward  furthering  the  laying  of  its  message  before  the  American  people. 
If  after  reading  ^s  book  you  call  it  to  tlie  attention  of  other  intellectual  leaders  in 
your  locality,  f  shall  appreciate  it  highly,  since  our  resources  are  limited  in  supplying 
copies  of  it  throughout  the  country. 

The  Chemical  Foundation  is  a  quasi-public  corporation,  formed  by  the  Govern- 
ment to  take  over  the  seized  German  patents  in  chemistry  in  order  that  chemical 
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education  and  development  in  this  country  may  be  unrebtricted  and  that  the  history 
of  the  suppression  and  destruction  of  this  development  at  the  hands  of  the  German 
chemical  trust  n^y  come  to  an  end.  It  is  a  corporation  run  without  profit;  any  re- 
turns, above  fixed  charges,  which  may  accrue  to  the  corporation,  must  be  devoted, 
according  to  the  charter  "'to  the  advancement  and  development  of  chemical  and  idlied 
science  and  industry  in  the  United  States." 

I  am  accompanying  the  book  with  a  pamphlet  which  explains  the  Chemical  Foun- 
dation, the  necessity  for  its  formation,  the  historv  of  our  past  faUure  in  organic  chem- 
istry and  the  reasons  therefor.  This  will  make  ciear  to  you  the  reason  for  the  decision 
of  the  Chemical  Foundation,  that  the  first  step  toward  the  development  of  chemical 
education  in  this  country,  which  will  assure  to  us  safety  to  our  indiistries,  adequate 
protection  to  our  sons  in  time  of  war  and  the  future  of  medicine,  is  to  have  the  leaders 
of  thoifght  in  this  country  fully  realize  the  importance  of  the  subject.  Dr.  Slosson, 
althougn  a  scientist,  has  written  in  such  attractive  form  that^we  have  felt  it  our  duty 
to  give  you  the  opportunity  to  obtain  a  knowledge  of  the  situation. 

The  war  would  nave  been  over  in  1916  without  the  organic  chemical  factories  of 
Germany,  since  90  per  cent  of  her  high  explosives  and  100  |>er  cent  of  her  poisonous 
piases  she  was  able  to  produce  in  these  i^tories  which,  overnight,  could  turn  from  the 
industries  of  peace  to  the  manufactures  of  war  materials.  In  the  hands  of  the  designing 
chemical  cartel  of  Germany  the  science  of  chemistry  has  proved  a  world  menace. 
While  seeking  to  color  the  clothes  you  wear,  the  huge  laboratories  along  the  Rhine 
have  ever  studied  to  bomb  and  gas  me  sons  you  bear.  If  there  is  ever  another  war,  it 
must  be  a  superchemical  war,  a  thing  almost  imthinkably  hideous  in  its  death-dealing 
potentialities.  Shall  you  and  I  stand  idly  by  and  see  Germany  again  build  up  a 
chemical  supremacy  that  must  leave  our  Nation  impotent  to  cope  with  the  plottings  of 
her  laboratories? 

You  will  see  in  some  of  Dr.  Slosson's  delightful  chapters  the  basic  relation  of  chem- 
ical research  and  accomplishment  to  the  supply  of  fooa  for  your  family,  as  well  as  to 
almost  everything  you  wear,  buy,  or  come  m  contact  with  in  your  daily  life.  From 
their  apparently  limitless  resources  for  fresh  accomplishments  in  research,  our  chemical 
scientists  are  constantly  working  to  make  this  country  a  better,  cheaper,  and  more 
effective  nlace  to  live  in.  If  they  are  encoun^d  and  strengthened  to  multiply  and 
broaden  tnese  beneficent  researches  in  improvement  of  the  various  fields  of  human 
activity  here,  our  children  must  share  in  the  fruits  of  their  labors. 

Germany's  chemical  powers  have  a^n  and  again  crushed  almost  all  possibility  and 
incentive  for  chemical  research  in  this  country  by  throttling  our  chemical  industries 
through  their  well-known  methods  of  dumping,  full-line  forcing,  and  other  means  of 
unfair  trade  coercion.  We  have  good  reason  to  believe  that  they  are  even  now  plan- 
ning to  renew  such  commercial  warfare,  not  only  upon  our  chemical  industries,  but 
upon  our  scientific  research  facilities  that  have  just  been  built  up  in  our  colleges  and 
ouer  institutions  to  a  point  where  their  work  will  begin  to  count.  Unless  we  devote 
every  energy  at  once  to  preventing  this  foreign  power  from  again  grasping  a  monopoly 
in  the  development  of  the  science  of  chemistry  for  the  future^  we  shall  soon  find  our- 
selves helpless  to  reach  the  benefits  of  chemical  research  which  mav  be  extended  or 
denied  to  us  at  the  will  of  its  chemical  dictators.  We  regard  the  American  dye  in- 
dustry as  by  no  means  the  most  important  part  of  the  Nation's  fifeneral  chemical  inter- 
ests, since  tnis  industry  is  only  the  postgraduate  school  upon  which  we  may  build  our 
chemical  scientific* structure. 

Far  more  vital  than  the  material  benefits  of  chemical  advancement  in  this  country, 
and  even  more  important  than  its  wartime  emergency  application,  however,  is  the 
opi>ortunity  of  maintaining  this  country's  chemical  development  as  a  prime  factor  in 
saving,  prolonging,  and  strengthening  human  life.  For  years  our  leading  scientists 
have  dreaded  of  the  possibihtles  of  linking  the  facilities  of  the  chemical  research 
laboratory  with  the  scientific  labors  of  biology,  pathology,  bacteriology,  and  pharma- 
cology. Already  there  have  come  from  the  research  of  chemistry  several  sure  weapons 
to  crush  out  diseases  that  heretofore  have  swept  our  country  with  their  deadly  devasta- 
tion. When  the  scientific  sldll  of  our  chemists  is  more  fully  developed  and  placed  at 
the  disposal  of  the  sciences  that  directly  deal  with  Ufe,  death,  and  disease,  we  are 
assured  that  there  must  be  opened  limitless  possibilities  for  ridding  the  land  of  its 
most  deadly  scourges  of  sickness.  If  we  succeed  in  maintaining,  developing,  and 
extending  chemiciu  research  in  this  country,  ud  to  the  point  where  it  b^ns  to  save 
and  strengtlien  the  lives  and  health  of  our  children,  do  you  not  think  that  it  will  be 
well  worth  any  and  every  effort  that  we  can  make? 

To  (juote  from  the  introduction  of  this  book,  written  by  Prof.  Julius  Stieglitz, 
expresident  of  the  American  Chemical  Society,  head  of  the  department  of  chemistry 
of  the  University  of  Chicago,  -and  who  during  the  war  was  chairman  of  the  committee 
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on  synthetic  drugs  of  the  National  Research  Council  of  the  Council-  of  National 
Defense,  and  did  such  wonderful  work  in  the  preservation  of  Uie  health  of  our  Army: 

"Of  even  more  vital  moment  is  chemistry  in  the  domain  of  health;  the  pitiful  calls 
of  our  hospitals  for  local  anesthetics  to  alleviate  suffering  on  the  operating  table,  the 
frantic  appeals  for  the  hypnotic  that  soothes  the  epileptic  and  staves  of!  nis  seizure, 
the  almost  furious  demands  for  remedy  after  remedy,  which  came  in  .the  early  years 
of  the  war,  are  still  ringing  in  the  hearts  of  many  of  us.  No  wonder  that  our  small 
army  of  chemists  is  grimly  determined  not  to  give  up  the  independence  in  chemistry 
which  war  has  achieved  for  us.  Only  a  widely  enlightened  pubUc,  however,  can 
insure  the  permanence  of  what  farseeing  men  have  started  to  accomplish  in  develop- 
ing the  power  of  chemistry  through  research  in  every  domain  which  chemistry  touches. 

I  have  been  unable  to  even  touch  upon  all  of  tne  boundless  possibilities  for  Amer- 
ica's future  welfare  that  are  suggested  by  reading  Dr.  Sloeson's  book  or  further  study- 
ing the  field  of  our  Nation's  chemical  advancement,  to  which  the  Chemical  Founcui- 
tion  is  pledged  to  devote'its  activities.  When  you  have  read  this  book,  however,  I 
know  tnat  you  will  become  intensely  interested  in  this  pressing  problem  and  will 
want  to  keep  in  touch  with  everything  that  is  being  done  to  h^lp  in  its  solution.  I 
shall  be  delighted  to  receive  and  answer  any  inquiries  trom  you  tnzough  the  medium 
of  the  Chemical  Foundation,  and  I  trust  that  we  may  eventuallv  count  upon  you  as 
a  friend,  whose  intelligent  interest  and  cooperation  we  may  rely  upon  in  bringing 
before  the  American  people  this  most  vital  subject. 
Very  sincerely,  yours, 

Francis  P.  Garvan. 


Letter  to  Newspaper  EDrroRS  and  Proprietors. 

The  Chemical  Foundation  (Inc.), 

New  York  City,  December  18,  1920, 

I  am  sending  to  you,  under  separate  cover,  a  copy  of  "Creative  Chemistry,"  a  book 
by  Edwin  E.  Slosson,  who  not  only  is  a  chemist  of  distinction  but  holds  down  an 
editorial  desk  at  the  Independent  and  a  chair  at  the  Columbia  School  of  Journalism. 
Slosson's  story  serves  most  entertainingly  to  lay  a  basis  of  intelligent  understanding 
of  the  vital  need  of  America's  chemical  independence  and  should,  I  believe,  be  read 
by  every  leader  of  political  thought  throughout  our  country.  When  you  have  read 
this  book — as  I  know  you  will — I  shall  appreciate  hearing  from  yQu  any  ideas  which  it 
may  suggest  to  you. 

To  fulfill  its  function  of  aiding  in  the  advancement  and  development  of  chemistr>' 
and  allied  sciences  in  the  United  States,  the  Clieinical  Foundation  is  seeking  to  in- 
form the  people  of  this  country  of  the  dependence  of  all  of  them  upon  preserving  their 
chemical  freedom,  wrested  from  Germany  during  the  war,  and  to  interest  them  in 
wider  educational  efforts  that  alone  can  furnish  our  country  with  trained  chemists 
to  hold  and  push  forward  this  essential  science.  As  we  realize  that  chemical  research 
aims  constantly  to  improve  and  cheapen  every  process  in  every  business — ^just  as  it  is 
striving  now  to  solve  your  newsprint  and  ink  problems — ^this  science  seems  too  essen- 
tial to  our  prosperity  to  be  grasped  again  by  a  foreign  monopoly.  The  same  science 
that  forever  fights  the  high  cost  of  living  in  factory  and  farm,  also  guards  the  sanitation 
of  our  homes,  as  well  as  affects  everything  we  eat  and  wear.  Of  course  you  know  that 
every  laboratory  and  dye  works  can  be  turned,  overnight,  into  a  powerful  production 
plant  for  war  gases  and  explosives. 

By  far  the  most  inspiring  object  that  American  chemists  can  attain,  to  my  mind,  is 
the  actual  saving,  prolonging  and  strengthening  of  human  life,  which  has  just  been 
opened  as  a  possibility  through  the  lending  of  the  chemist's  art  to  the  joint  research  of 
biologists,  pharmacologists,  and  bacteriologists.  If  America  should  maintain  her 
chemical  independence  for  no  other  result  than  aiding  in  stamping  out  disease  and 
deadly  epidemics  in  this  field,  I  believe  that  our  most  determined  efforts  to  this  end 
would  be  well  worth  while. 

I  shall  be  most  happy  to  furnish  you  with  any  further  information  on  this  subject 
through  the  contact  that  the  Chemical  Foundation  has  established  with  the  scientific 
forces  in  this  field  and  I  earnestly  hope  that  you  may  cooperate  with  us  in  the  future 
impressing  the  American  people  with  the  vital  importance  of  the  extension  of  chemical 
education  throughout  this  Nation.  When  our  whole  population  learns  the  truth  con- 
cerning the  American  chemical  situation,  our  sole  object  has  been  attained. 
Very  sincerely,  yours, 

Francis  P.  Garvan,  President. 
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riETTER  TO  College  Professors,  Deans,  Faculties,  Etc. 

The  Chemical  Foundation  (Inc.), 

New  York  City,  December  18,  1920. 

I  am  sending  to  you,  under  separate  cover,  a  copy  of  "Creative  Chemistry,"  by 
Edwin  E.  Slooson,  M.  D.,  Ph.  D.,  as  well  as  a  pamphlet  concerning  The  Chemical 
Foundation.  Whether  or  not  the  field  In  whicn  you  are  engaged  as  a  leader  and 
teacher  directly  touches  that  treated  by  Dr.  Sloeson,  I  most  earnestly  hope  t^t  you 
will  read  his  fascinating  story  for  its  bearing  on  that  most  vital  of  our  pressing  national 
problems,  the  creation  and  preservation  of  America's  chemical  independence.  When 
you  have  read  this  book — as  I  know  you  will — I  trust  that  you  may  give  me  the  benefit 
of  such  ideas  on  this  subject  as  may  occur  to  you. 

In  fulfilling  its  function  of  aiding  in  the  advancement  and  development  of 
chemical  and  allied  science  in  the  United  States,  the  Chemical  Foundation  is  Btriving- 
to  show  all  classes  of  the  American  people  their  dependence  upon  our  chemical 
progress  and  to  interest  them  in  the  spread  of  chemical  education.  We  are  entering 
upon  the  a^  of  chemistry;  and  if  your  nation  is  to  take  its  place  among  the  leaders 
in  chemical  research  and  resource,  we  must  look  to  such  institutions  as  yours  for  the 
trained  men  and  women  to  carrv  on  in  the  fight  against  Germany  supremacy  that  was 
begun  by  our  chemists  during  t)ie  war. 

As  one  of  those  whose  personality  and  teachings  are  shaping  the  minds  of  the  coming 
generation  of  educated  men  and  women,  I  am  appealing  to  you  for  your  most  patriotic 
and  intelligent  cooperation  with  us  in  presenting  to  American  people  through  their 
thinkers,  the  cause  of  chemical  scientific  advancement  and  accomplishment  as  it 
concerns  their  safety,  welfare  and  prosperity. 
Very  sincerely,  yours, 

Francis  P.  Garvan,  President. 

Letter  to  Agricultural  Agents. 

The  Chemical  Foundation  (Inc.), 

New  York  Cky,  December  18,  1920. 

I  am  sending  you,  under  separate  cover.  Dr.  Edwin  Slosson's  "Creative  Chemistry, "^ 
a  book  that  I  believe  must  prove  of  especial  interest  and  value  to  every  expert  who  is 
defining  with  this  country's  i^ricultural  problems.  When  you  have  read  tnis  book — 
as  I  know  you  will-^I  shall  appreciate  hearing  from  you  your  opinion  of  it  and  any 
su^estions  that  may  occur  to  you  as  to  how  its  message  may  be  best  conveyed  to  our 
agricultural  population. 

In  fulfilling  its  fimction  of  acquainting  the  American  people  with  the  facts  con- 
cerning the  chemical  lesson  of  tiie  war  and  the  vital  importance  of  retaining  our 
chemical  independence  for  the  future,  the  Chemical  Foundation  is  particularly 
anxious  to  convince  the  farmers  of  this  country  of  their  strong,  natural  interest  in 
this  object.  Unless  we  succeed  in  maintaining,  advancing,  and  developing  chemical 
education  and  scientific  research  throughout  our  land,  you  Mrill  realize  that  the 
important  chemical  element  in  agriculture,  as  well  as  in  all  industry  and  in  the  whole 
field  of  medicine,  must  be  again  controlled  by  a  foreign  power.  The  refertiHzation 
of  our  land  seems  to  be  too  vital  a  matter  to  allow  to  slip  into  the  grasp  of  alien  chemical 
interests  that  have  already  succeeded  several  times  in  the  past  in  destroying  America's 
chemical  science  and  industry. 

Once  the  whole  American  people  are  educated  to  the  true  situation  in  this  matter, 
as  you  yourself  know  it  now,  we  feel  no  fear  for  the  cause  of  chemistrv.  Until  this 
information  is  generally  spread  throughout  the  country,  however,  I  think  you  will 
agree  with  me  that  it  is  our  duty,  and  your  duty,  as  a  matter  of  patriotic  interest,  to 
do  what  we  can  to  carry  this  message  to  those  who  have  never  heard  it.  We  shall 
deeply  appreciate  any  cooperation  that  you  may  be  able  to  offer  us  in  our  educational 
efforts. 

Sincerely,  yours, 

Francis  P.  Garvan,  President. 

Letter  to  Members  op  the  American  Legion  (Doughboy  Letter). 

The  Chemical  Foundation  (Inc.), 

New  York  City,  December  18,  1920. 

Dear  Sir:  At  your  request,  I  am  having  shipped  to  you  by  express  a  copy  of  Dr. 
Slosson's  book  "Creative  Chemistry,"  as  well  as  a  pamphlet  explaining  the  work  of 
the  Chemical  Foundation.    When  you  have  read  tnese,  I  hope  you  will  pass  them 
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around  to  the  men  of  your  poet,  for  our  supply  is  limited  and  we  want  the  message  of 
this  book  to  reach  every  man  who  faced  gas,  bombs,  or  mines  during  the  war.  I  shall 
be  very  glad  to  hear  from  you  what  you  mink  of  the  story  told  in  this  book,  what  your 
comrades  think,  or  any  action  that  they  may  take  after  studying  the  situation  set 
forth  so  clearly  by  Slosson. 

The  Chemical  Foundation  was  formed  bv  the  Government  to  take  over  patents 
seized  from  alien  enemies  who  had  taken  tnem  out  in  this  country  to  prevent  our 
chemists  from  ever  attempting  to  compete  with  the  monopoly  that  Germany  held  in 
all  drugs,  dyes,  and  chemicals  before  the  war.  Or  job  is  to  offer  these  to  every  Ameri- 
can chemist  who  can  use  them  and  to  do  all  that  we  can  to  help  maintain  and  develop 
the  chemical  independence  that  Americans  have  at  last  been  able  to  bef?in  to  build 
up  in  this  country.  If  the  Senate  will  pass  the  LongworUi  bill  providing  for  a  few 
vears  against  foreign  dumping  of  the  dyes,  drugs,  and  chemicals  that  our  chemists  here 
nave  begun  to  make  as  well  as  the  Germans,  we  believe  that  a  start  can  be  made  at 
placing  our  chemical  science  and  industry  on  a  footing  where  it  can  not  again  be 
crushed  by  an^  foreign  monopoly.  I  do  not  have  to  tell  you  what  this  must  mean  in 
our  future  natibnal  defense,  when  you  realize  that  every  dye  and  chemical  plant  can 
be  turned,  overnight,  into  a  wholesale  production  plant  of  the  most  deadly  gases  and 
explosives. 

From  Sloason's  book  you  will  also  get  an  insight  into  what  progress  in  chemistry 
nieans  to  our  future  industrial  prosperity  in  every  line  as  well  as  to  our  home  welfare, 
since  chemical  research  is  always  laboring  to  lower  the  cost  of  living  by  effecting 
cheaper  and  better  food,  fuel,  and  clothing.  Best  of  all,  we  now  know  that  chemical 
collaboration  in  connection  with  the  joint  research  of  biologists,  pharmacologists,  and 
other  medical  scientists  bids  fair  to  work  out  the  'sure  destruction  of  the  most  deadly 
diseases  and  to  save  and  strengthen  human  life. 

We  are  confining  ourselves  to  simply  laying  before  all  the  Americans  whom  we  can 
reach  the  facts  in  this  serious  situation  and  to  helping  to  spread  as  widelv  as  possible 
throughout  this  country  general  chemical  education.  Once  the  whole  American 
people  come  to  understand  the  vital  bearing  of  chemistry  upon  their  lives,  we  have  no 
nirtner  fear  for  the  future  chemical  independence  of  our  Nation. 
Very  sincerely,  yours, 

Francis  P.  Garvan,  President. 


Letter  to  Consumers  (Textile  Form). 

The  Chemical  Foundation  (Inc.), 

New  York  City,  April  4, 1921. 

At  our  request  the  United  States  Tariff  Commission  is  sending  to  you  a  copy  of  its 
report  showing  the  progress  of  the  American  coal-tar  industry  up  to  June  30,  1920. 
We  are  also  sending  you  a  copy  of  Dr.  Edwin  E.  Slosson 's  '* Creative  Chemistry*' — a 
book  of  which  Dr.  Frank  Crane  in  one  of  his  editorials  recently  said: 

'  *  The  book  is  tremendous.    1 1  is  an  epoch . 

''It  is  knowledge  made  beautiful;  facts  transformed  to  fairies. 

''The  reason  is  easy  to  see.  Slosson  has  imagination.  Hence  he  does  not  stumdly 
write  what  he  knows  his  reader  can  not  grasp,  as  do  most  authors  of  scientific  books. 

"  It  is  a  book  to  own,  to  mark,  to  read  aloud  to  the  family. " 

Dr.  Slosson  is  the  literary  editor  of  the  Independent,  and  these  articles  were  written 
by  him  without  suggestion  from  anv  source  save  his  realization  of  the  intense  impor- 
tance of  the  subject.  It  was  only  after  10,000  copies  had  been  sold  at  $2 .50  each  that  we 
realized  its  great  educational  possibilities,  and  with  the  public  spirited  waiver  of 
royalties  or  profits  by  Dr.  Slosson  and  the  Century  Co.  we  are  able  to  distribute  a 
limited  number. 

We  are  asking  you  to  read  this  book  in  order  that  you  may  realize  the  importance 
of  the  part  you  have  played  and  will  continue  to  play  in  the  progress  of  your  country 
during  the  "Age  of  chemistry"  which  is  upon  us. 

After  reading  it  we  will  be  grateful  if  you  will  write  us  your  impressions,  suggestions, 
or  criticisms.  If  you  happen  to  have  received  another  copy  ot  this  book,  may  I  ask 
that  you  pass  this  along  to  such  of  your  friends  and  business  associates  as  may  be  in- 
terested. Keeping  your  copy  for  the  boys  and  girls  in  your  home  circle,  who  will  be 
greatly  interested  in  it. 

The  Chemical  Foundation  is  a  quasi-public  corporation,  formed  at  the  suggestion 
of  the  Government  to  purchase  the  seized  German  chemical  patents  and  toiicenBe 
them  without  favor  and  on  eaual  terms  to  all  American  citizens,  in  order  that  the 
history  of  the  suppression  and  destruction  of  our  oi]^;anic  chemistry  development  at  the 
hands  of  the  German  chemical  trust  may  be  terminated.    It  is  aJso  now  by  necessity 
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its  purpose  to  see  that  such  development  be  not  prevented  or  limited  by  the  subsi- 
dized and  protected  English  or  Japanese  chemical  interests. 

It  is  a  corporation  run  without  profit;  any  returns  above  fixed  charges  must  be 
devoted,  according  to  its  charter,  to  ''the  advancement  and  development  of  chemical 
and  allied  science  and  industry  in  the  United  States." 

I  am  accompanying  the  book,  therefore,  with  a  pamphlet  which  explains  the 
Chemical  Foundation,  the  necessity  of  its  formation,  the  history  of  our  past  failure  in 
organic  chemistry,  and  the  reasons  therefor. 

UPON  TmS  DEVELOPlfBNT  DBPEND8  THE   EXISTENCE  OF  YOUR  BUSINESS. 

The  purpose  of  the  German  chemical  interests  for  20  years  has  been: 

1.  To  destroy  organic  chemical  development  in  every  foreign  country. 

2.  To  combine  every  chemical  interest  in  Germany  under  one  head  at  the  moment 
her  world  control  was  complete. 

3 .  To  then  use  that  unified  world  control  to  aid  i  n  turn  each  dve  dependent  industry 
in  Germanv  at  the  expense  of  each  similar  industry  in  every  other  country,  including 
the  United  States. 

At  the  time  of  the  World  War  her  first  two  aims  had  been  practically  accomplished. 
She  made  90  per  cent  of  the  dyes  of  the  world  and  all  her  chemical  industries  had  been 
combined  into  the  "Big  Six,  which  companies  have  in  turn  been  combined  into  one, 
the  Interessen  Gemeinschaft.. 

Only  the  war  saved  you  from  the  domination  of  the  ''I.  G."  and  its  Government- 
directed  power  of  discrimination  in  favor  of  its  exporting  industries. 

These  startling  statements  are  based  upon  German  documents  which  were  placed 
before  Congress  in  my  testimony  before  the  Senate  committee,  a  copy  of  which  I  am 
sending  to  you. 

UPON  THIS   DEVELOPMENT  DEPENDS  THE   SAFETY  OF  THIS  COUNTRY. 

The  great  controversy  of  the  da]/^  is  between  armament  and  disarmament.  Both 
sides,  however,  seem  to  be  unconscious  of  the  main  lesson  of  the  war.  An  armament 
which  does  not  rely  upon  a  superior  chemical  development  is  folly;  disarmament 
without  keeping  pace  with  the  nations  of  the  world  in  chemical  development  is  suicide. 
Even  with  chemical  warfare  in  its  infancy,  a  125,000,000  battleship  can  become  in 
half  an  hour  a  floating  morgue  through  the  enveloping  gases  let  loose  from  an  aeroplane 
released  in  the  night  by  a  distant  submarine.  A  brigade  or  a  city  can  be  annihilated 
in  an  hour.  There  is  no  protection  in  any  future  war,  except  an  equal  or  superior 
chemical  development.  Perhaps  it  may  be  that  in  the  terrible  possibilities  of  the 
development  of  cnemical  warfare  lies  our  chief  hope  for  freedom  from  war  in  the  future. 
Ten  million  dollars  a  year  spent  in  chemical  research  means  more  sensible  security  than 
a  thousand  millions  spent  on  armies  and  navies  without  it. 

The  United  States  alone  seems  to  have  failed  to  realize  the  necessity  for  chemical 
development.  England  has  subsidized  and  consolidated  her  chemical  resources,  and 
has  now  passed,  despite  her  free- trade  history,  a  protective  licensing  bill,  insuring  for 
10  years  freedom  in  development  of  all  English  chemical  progress.  France  and  Japan 
have  done  Hkewise,  and  me  Japanese  Government  has  recently  voted  millions  for 
chemical  research.  The  English  bill  was  passed  with  the  consent  and  approval  of  the 
textile  industry  in  England,  which  accepted  the  advice  of  Dr.  Levenstem,  the  British 
authority  on  textile  dyes,  who  said: 

"  Had  the  war  come  but  a  little  later,  the  ring  would  have  been  closed  and  our 
textile  industry  would  have  appreciated  an  acute  difference  in  the  conditions  under 
which  they  would  have  received  their  supplies.  To-dav  this  trust,  familiarly  known 
as  the  'I.  Gr.,'  is  the  most  powerful  weapon  possessed  by  the  Germans,  for,  in  peace 
as  in  war,  it  was  and  is  a  tool  of  the  German  Government.  It  is  inconceivable  that 
we  should  voluntarily  permit  the  'I.  G.'  to  dictate  to  essential  industries  the  terms 
on  which  they  should  obtain  their  dyes;  that  we  should  leave  to  the  '  I.  G.'  the  power 
to  withhold  supplies  of  useful  or  even  essential  commodities  or  to  charge  consumers  a 
higher  price  thsui  they  charge  their  own  textile  trades.  That,  however,  would  have 
been  the  situation  t(>>dav  but  for  the  extraordinary  efforts  made  during  the  war 
under  the  greatest  possible  difiiculties  to  create  a  strong  dye  industry  here.  If  these 
efforts  are  not  successful,  the  textile  industries  are  not  i^e.  The  world  monopoly 
possessed  bv  Germany  in  dvestuffs  was  imperceptibly  becoming  a  desperate  menace 
to  the  freedom  of  our  textile  trade.  It  is  of  the  first  importance  that  this  should  be 
universally  recognized.  It  is  the  main  reason,  apart  from  powerful  sentimental  con- 
siderations, which  has  made  the  dye  consumer  so  enthusiastic  a  supporter  of  the  dye 
industry  since  the  war." 


526  TABIFF  H£ABIKGS. 

This  acceptance  by  England,  with  the  detennination  that  she  too  should  have  ai^ 
''I.  G./'  doubles  the  necessity  of  American  independence.  It  is  also  interesting  to- 
note  that  England's  willingness  to  diminish  her  naval  program  is  contemporaneous 
with  the  closing  of  Mesopotamia  to  the  outside  world  and  the  intense  experimenta- 
tion there  of  the  possibilities  of  a  combination  through  inventions  in  chemistry  and 
development  of  the  aeroplane.  It  is  daily  becoming  more  manifest  that  the  chemical 
factories  of  a  country  are,  in  the  words  of  Lord  Moulton  of  England,  its  potential 
arsenals.  Even  during  the  late  years  of  the  last  war  90  per  cent  of  German  exploeiyes 
and  100  per  cent  of  her  gases  were  manufactured  in  her  chemical  factories  which 
were  able  to  turn  hrom  peace  industry  to  war  activity  in  a  night. 

But  there  is  a  greater  urge  still  for  chemical  development. 

UPON  IT  BBSTB  THE  FUTURB  OP  MSmOINE. 

Medicine  is  really  the  application  of  all  the  sciences  to  the  welfare  of  the  body. 
Chemistry  is  the  science  of  the  transformation  of  matter,  and  the  domain  of  the  trans- 
formation  of  matter  includes  even  life  itself  as  its  loftiest  phase.  From  our  birth  to 
our  return  to  dust,  the  laws  of  chemistry  are  the  controlling  laws  of  life,  health,  dis- 
ease, and  death,  and  the  ever  clearer  recongnition  of  this  relation  is  the  strongest 
force  that  is  raising  medicine  from  the  uncertain  realm  of  an  art  to  the  safer  sphere 
of  an  exact  science. 

One  medical  chemist  in  one  chemical  factory  discovered  the  cure  for  syphilis,  the 
deadliest  enemy  of  mankind.  The  same  medical  chemist  in  the  same  chemical 
factory  discovered  the  cure  for  the  sleeping  sickness  of  Africa  and  made  a  continent 
habitable.  We  are  assured  that  somewhere  within  that  realm  lies  the  hope  of  the  cure 
for  consumption,  cancer,  and  many  of  the  seizures  which  rob  us  of  our  little  ones. 
Intensive  work  is  now  being  done  on  these  problems  in  colleges  and  foundations. 

Our  progress  through  the  "age  of  chemistry"  can  not  be  assured,  however,  without 
the  understanding  and  help  of  all.  We  must  build  up  our  high-school  chemistry 
courses,  our  college  staffs  and  laboratories,  and  we  must  maintain  and  encourage  our 
post-graduate  schools — the  chemical  industries. 

Drs.  Albert  and  Remstorff  reported  to  their  Government  that  America  could  never 
establish  the  chemical  industry  in  this  country — that  we  lacked  the  moral  j>ower  for 
the  creation  of  such  an  industry;  that  here  each  partv  pursued  its  own  selfish  interests, 
but  nobody  kept  the  whole  in  mind;  that  this  problem  could  only  be  solved  through 
regard  for  all  points  of  \dew,  and  that  the  conflicting  selfishness  of  this  country  rendered 
that  solution  impossible.  , 

It  is  up  to  vou  and  it  is  up  to  me. 
Very  sincerely,  yours, 

Francis  P.  Garvan,  President, 


Letter  to  Consumbrs  (Club  Form). 

The  Chemical  Foundation  (Inc.), 

New  York  City, 

At  our  request,  the  United  States  Tariff  Commission  is  sending  to  you  a  copy  of  its 
report  showing  tie  progress  of  the  American  coal-tar  industiy  up  to  June  30,  1920. 
We  are  also  sending  you  a  copy  of  Dr.  Edwin  E.  Slosson's  "Creative  Chemistry,"  a 
book  of  which  Dr.  Frank  Crane,  in  one  of  his  editorials,  recently  said: 

" The  book  is  tremendous.  It  is  an  epoch.  It  is  knowledge  made  beautiful,  facts 
transformed  to  fairies. 

"  The  reason  is  easy  to  see.  Slosson  has  imagination.  Hence  he  does  not  stupidly 
write  what  he  knows  his  reader  can  not  grasp,  as  do  most  authors  of  scientific  books. 

"  It  is  a  book  to  own,  to  mark,  to  read  aloud  to  the  family." 

Dr.  Slosson  is  the  literary  editor  of  the  Independent,  and  these  articles  were  written 
by  him  without  suggestion  from  any  source  save  his  realization  of  the  intense  impor- 
tance of  the  subject.  It  was  only  after  10,000  copies  had  been  sold,  at  $2.50  each, 
that  we  realized  its  great  educational  possibilities,  and  with  the  public-spirited  waiver 
of  royalties  or  profits  by  Dr.  Slosson  and  the  Century  Co.,  we  are  able  to  distribute  a 
limited  number. 

We  are  asking  you  to  read  this  book  in  order  that  your  members  may  realise  the 
importance  of  the  part  they  have  played  and  will  continue  to  play  in  the  progreaB  of 
your  country  during  the  "Age  of  cnemistry"  which  is  upon  us. 

After  reading  it  we  will  be  grateful  if  you  will  write  us  your  impressions,  sugges- 
tions, or  rrititisms.    We  particularly  ask  that  you  interest  some  one  in  your  club  to- 
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either  read  this  letter  to  the  club  or  to  read  the  book  and  letter  and  make  them  a 
■eubject  for  a  talk  to  the  club. 

The  Chemical  Foundation  is  a  quasi-public  corporation  formed  at  the  sugsreetion 
of  the  Government  to  purchase  the  seized  German  chemical  patents  and  to  license 
them  without  favor  and  on  equal  terms  to  all  American  citizens  in  order  that  the 
history  of  the  suppression  and  destruction  of  our  organic  chemistry  development  at 
the  hands  of  the  German  chemical  trust  may  be  terminated.  It  is  also  now  by  neces- 
sity its  purpose  to  see  that  such  development  be  not  prevented  or  limited  by  the 
subsidized  and  protected  English  or  Japanese  chemical  interests. 

It  is  a  corporation  run  without  pront;  any  returns  above  fixed  charges  must  be 
devoted,  according  to  its  charter,  to  ''the  advancement  and  development  of  chemical 
«nd  allied  science  and  industry  in  the  United  States." 

I  am  accompanying  the  book,  therefore,  with  a  pamphlet  which  explains  the  Chem- 
ical Foundation,  the  necessity  of  its  formation,  the  history  of  our  past  failiu'e  in 
organic  chemistiy,  and  the  reasons  therefor. 

UPON  THIS  DEVELOPMENT  DEPENDS  THE  FBOOEES8  OF  AMERICAN  BUSINESS. 

The  purpose  of  the  German  chemical  interests  for  20  years  has  been: 

1.  To  destroy  organic  chemical  development  in  every  foreign  country. 

2.  To  combine  every  chemical  interest  m  Germany  under  one  head  at  the  moment 
her  woild  control  was  conmlete. 

3.  To  ihen  use  that  unified  world  control  to  aid  in  turn  each  dye-dependent  indus- 
try in  Germany  at  the  expense  of  each  similar  industry  in  every  other  country,  in- 
cluding the  United  States. 

At  the  time  of  the  world  war  her  first  two  aims  had  been  practically  accomplished. 
She  made  90  per  cent  of  the  d^es  of  the  world  and  all  her  chemical  industries  had  been 
combined  into  the  big  six,  which  companies  have  in  turn  been  combined  into  one,  the 
Interessen  Gemeinschaft. 

Only  the  war  saved  your  members  from  the  domination  of  the 'T.  G. "  and  its  Govern- 
ment-directed power  of  discrimination  in  favor  of  its  exporting  industries. 

These  startling  statements  are  based  upon  German  documents  which  were  placed 
l)efore  Congress  in  my  testimony  before  the  Senate  Committee,  a  copy  of  which  I  am 
-sending  to  you. 

UPON  THIS  DEVELOPMENT  DEPENDS  THE  SAFETY  OP  THE  COUNTRY. 

The  great  controversy  of  the  da^  is  between  armament  and  disarmament.  Both 
eides,  however,  seem  to  be  unconscious  of  the  main  lesson  of  the  war.  An  armament 
which  does  not  rely  upon  a  superior  chemical  deveIoi>ment  is  folly;  disarmament 
without  keeping  pace  with  the  nations  of  the  world  in  chemical  development  is 
suicide.  Even  with  chemical  warfare  in  its  infancy,  a  $25,000,000  battleship  can  be- 
come in  half  an  hour  a  floating  morgue  through  the  enveloping  gases  let  loose  from  an 
airplane  released  in  the  nij^ht  by  a  distant  submarine.  A  l^rigade  or  a  city  can  be 
annihilated  in  an  hour.  There  is  no  protection  in  any  future  war,  except  an  equal  or 
euperior  chemical  development.  Perhaps  it  mav  be  that  in  the  terrible  possibilities 
of  the  development  of  chemical  warfare  lies  our  cnief  hope  for  freedom  from  war  in  the 
future.  Ten  million  dollars  a  year  spent  in  chemical  research  means  more  sensible 
security  than  a  thousand  millions  spent  on  armies  and  navies  without  it. 

The  United  States  alone  seems  to  have  failed  to  realize  the  necessity  for  chemical 
development.  England  has  subsidized  and  consolidated  her  chemical  resources,  and 
has  now  passed,  despite  her  free-trade  history,  a  protective  licensing  bill  insuring  for 
10  years  freedom  in  development  of  all  English  chemical  progress.  France  and  Japan 
have  done  likewise,  and  the  Japanese  Government  has  recently  voted  millions  for 
chemi<^^al  research.  The  English  bill  was  passed  with  the  consent  and  approval  of 
the  textile  industr>'  in  J^ngland,  which  accepted  the  advice  of  Dr.  Levenstein,  the 
British  authority  on  textile  dyes,  who  said: 

'^Had  the  war  come  but  a  little  later,  the  ring  would  have  been  closed  and  our 
textile  industry  would  have  appreciated  an  acute  difference  in  the  conditions  under 
which  they  would  have  received  their  supplies.  To-day  this  trust,  familiarly  known 
as  the  'I.  G.,'  is  the  most  powerful  weapon  possessed  by  the  Germans,  for,  in  peace  as 
in  war,  it  was  and  is  a  tool  of  the  German  Government.  It  is  inconceivable  that  we 
should  voluntarily  permit  the  'I.  G.'  to  dictate  to  essential  industries  the  terms  on 
which  they  should  obtain  their  dyes,  that  we  should  leave  to  the  *  I.  G.  *  the  power  to 
vathhold  supplies  of  useful  or  even  essential  commodities  or  to  charge  consumers  a 
higher  price  tnan  they  charge  their  own  textile  trades.  That,  however,  would  have 
been  the  situation  to-day,  but  for  the  extraordinary  efforts  made  during  the  war  under 
the  greatest  possible  difficulties  to  'create  a  strong  dye  industry  liere.    If  these  efforts 
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are  not  successful,  the  textile  industries  are  not  safe.  The  world  monopoly  posseesed 
by  Germany  in  dyestuffs  was  imperceptibly  becoming  a -desperate  menace  to  the 
freedom  of  our  textile  trade.  It  is  of  the  first  importance  that  this  should  be  uni- 
versally recognized.  It  is  the  main  reason,  apart  from  powerful  sentimental  con- 
siderations, which  has  made  the  dye  consumer  so  enthusiastic  a  supporter  of  the  dye 
industry  since  the  war.'' 

This  acceptance  by  England,  with  the  determination  that  she  too  should  have 
an  ''I.  G.",  doubles  the  necessity  of  American  independence.  It  is  also  interesting 
to  note  that  England's  willingness  to  diminish  her  naval  program  is  contemporaneous 
with  the  closing  of  Mesopotamia  to  the  outside  world  and  uie  intense  experimenta- 
tion there  of  the  possibilities  of  a  combination  through  inventions  in  chemistry  and 
developments  of  tne  aeroplane.  1 1  is  daily  becoming  more  manifest  that  the  chemical 
factories  of  a  country  are,  in  the  words  of  Lord  Xfoulton  of  England,  ita  potential 
arsenals.  Even  during  the  late  years  of  the  last  war  90  per  cent  of  German  explosives 
and  100  per  cent  of  her  gases  were  manufactured  in  her  chemical  factories  which 
were  able  to  turn  from  peace  industry  to  war  activity  in  a  night. 

But  there  is  a  greater  urge  still  for  chemical  development. 

UPON   IT   RESTS  THE   FUTURE   OF   MEDICINE. 

Medicine  is  really  the  application  of  all  the  sciences  to  the  wel&re  of  the  body. 
Chemistry  is  the  science  of  the  transformation  of  matter,  and  the  domain  of  t&e 
transformation  of  matter  includes  even  life  itself  as  its  loftiest  phase.  From  our 
birth  to  our  return  to  dust,  the  laws  of  chemistry  are  the  controlling  laws  of  life, 
health,  disease  and  death,  and  the  ever  clearer  recognition  of  this  relation  is  the 
strongest  force  that  is  raising  medicine  from  the  uncertain  realm  of  an  art  to  the  safer 
sphere  of  an  exact  science. 

One  medical  chemist  in  one  chemical  factor>'  discovered  the  cure  for  syphilis,  the 
deadliest  enemy  of  mankind.  The  same  medical  chemist  in  the  raime  chemical  fac- 
tory discovered  the  cure  for  the  sleeping  sickness  of  Africa  and  made  a  continent 
habitable.  We  are  assured  that  somewhere  within  that  realm  lies  the  hope  of  the 
cure  for  consumption,  cancer,  and  many  of  the  seizures  which  rob  us  of  our  little 
ones.  Intensive  work  is  now  being  done  on  these  problems  in  colleges  and  foimda- 
tions. 

Our  progress  through  the  *'age  of  chemistry"  can  not  be  assured,  however,  without 
the  understanding  and  help  of  all.  We  must  build  up  our  high-school  chemistry 
courses,  our  college  staffs  and  laboratories,  and  we  must  maintain  and  encourage  our 
postgraduate  schools— the  chemical  industries. 

Drs.  Albert  and  Bemstorff  reported  to  their  Government  that  America  could  never 
establish  the  chemical  industr>'  in  this  country;  that  we  lacked  the  moral  power  for 
the  creation  of  such  an  industry;  that  here  each  party  pursued  its  own  sel^sh  inter- 
ests, but  nobody  kept  the  whole  in  mind;  that  this  problem  could  only  fie  solved 
through  regard  for  all  points  of  view,  and  that  the  conflicting  selflshne^  of  this  coun- 
try rendered  that  solution  impossible. 

It  is  up  to  you  and  it  is  up  to  me. 

Again  I  ask  that  this  subject  have  the  study  and  consideration  of  your  club.    If 
you  are  interested,  I  should  like  to  write  you  later  on  concerning  the  subject  of  chem- 
ical education  in  your  schools. 
Very  sincerely,  yours, 

FR.\Ncrs  P.  Gar  VAN,  President 


Letter  to  Authors. 

The  Chemical  Foundation  (Inc.), 

New  York  City,  April  19,  19tL 

I  am  sending  to  you,  under  separate  cover,  a  copy  of  Creative  Chemistry,  a  book 
by  Edwin  E.  Slosson,  who  not  only  is  a  chemist  of  distinction  but  holds  down  an 
editorial  desk  at  the  Independent  and  a  chair  at  the  Columbia  School  of  Journalism. 
Slosson's  story  serves  most  entertainingly  to  lay  a  basis  of  intelligent  understandiiiff 
of  the  vital  need  of  America's  chemical  independence  and  should,  I  believe,  be  reaa 
by  every  leader  of  political  thought  throughout  our  country.  When  you  have  read 
this  book — and  as  I  know  you  will — I  shall  appreciate  hearing  from  you  any  ideas 
which  it  may  suggest  to  you. 

To  fulfill  its  function  of  aiding  in  the  advancement  and  development  of  chemistry 
and  allied  sciences  in  the  United  States,  The  Chemical  Foundation  is  seeking  to 
inform  the  people  of  this  country  of  the  dependence  of  all  of  them  upon  preserving 


DYES  EMBARGO.  529 

their  chemical  freedom,  wrested  from  Germany  during  the  war,  and  to  interest  them 
in  wider  educational  efforts  that  alone  can  furnish  our  country  with  trained  chemists 
to  hold  and  push  forward  this  essentisJ  science. 

As  we  realize  that  chemical  research  aims  constantly  to  improve  and  cheapen  every 
process  in  every  business — ^just  as  it  is  striving  now  to  solve  the  problems  of  paper  and 
ink — this  science  seems  too  essential  to  our  prosperity  to  be  gasped  again  by  a  foreign 
monopoly.  The  same  science  that  forever  nghts  the  high  cost  of  li\ing  in  factory  and 
farm,  also  guards  the  sanitation  of  our  homes,  as  well  as  affects  everything  we  eat  and 
wear.  Of  course,  you  know  that  every  laboratory  and  dye  works  can  be  turned, 
overnight,  into  a  powerful  production  plant  for  war  gases  and  explosives. 

By  far  the  most  inspiring  object  that  American  chemists  can  attain,  to  my  mind,  is 
the  actual  saving,  prolonging,  and  strengthening  of  human  life,  which  has  just  been 
opened  as  a  possibility  through  the  lending  of  the  chemist^s  art  to  the  joint  research  of 
biolo^ts,  pnarmacologists,  and  bacteriologists.  If  America  should  maintain  her 
chemical  independence  for  no  other  result  than  aiding  in  stamping  out  disease  and 
deadlv  epidemics  in  this  field,  I  believe  that  our  most  determined  efforts  to  this  end 
would  be  well  worth  while. 

I  shall  be  most  happy  to  furnish  you  with  any  further  information  on  this  subject 
through  the  contact  that  the  Chemical  Foundation  has  established  with  the  scienfific 
forces  in  this  field  and  I  earnestly  hope  that  you  may  cooperate  with  us  in  the  future 
in  impressing  the  American  people  with  the  vital  importance  of  the  extension  of  chem- 
ical education  throughout  this  Nation.  When  our  whole  population  learns  the  truth 
concerning  the  American  chemical  situation,  our  sole  object  has  been  attained. 
Very  sincerely,  yours, 

Francts  p.  Garvan,  President. 


Letter  to  Scoutmasters  of  Boy  Scouts. 

With  the  approval  of  the  executive  board  of  the  Boy  Scouts  of  America,  I  am 
sending  to  you,  under  separate  cover.  Dr.  Edwin  E.  Slosson's  book,  "Creative  Chem- 
istry," together  with  the  latest  publication  of  the  United  States  Bureau  of  Education, 
"Treasure  Hunting  of  To-day,"  and  a  pamphlet  outlining  the  purpose  of  the  Chemical 
Foundation.  As  a  man  upon  whom  rests  much  of  the  responsibility  for  the  future 
careers  of  a  company  of  American  boys,  I  know  that  you  will  want' to  get  in  touch 
with  a  subject  that  concerns  the  science  that  must  largelv  shape  the  world  in  which 
the  younger  generation  will  live.  We  are  entering  the  "Age  of  Chemistry,"  and  you 
are  one  of  the  men  who  can  fit  the  future  men  of  America,  whose  safety,  welfare  and 
prosperitv  will  depend  upon  their  Nation *s  chemical  achievement,  to  play  their  part 
in  it.  I  "believe  tnat  this  literature  will  open  your  eyes — as  it  has  mine — to  the  tre- 
mendous importance  of  our  national  chemical  development  and  independence  in 
the  years  just  ahead. 

As  a  career  for  any  ambitious  American  boy,  chemistry,  in  the  opinion  of  our  leading 
scientific  and  business  men,  furnishes  the  most  promising  prospect.  As  it  points  the 
way  to  medical  accomplishment  in  saving,  strengthening,  and  prolonging  human  life, 
it  affords  inspiration  to  everyone.  As  it  promises  to  better  every  process  of  every 
business,  it  becomes  an  object  of  prime  importance  to  all  the  workers  in  the  world  of 
to-morrow. 

The  master  chemist,  Perkin,  began  his  chemical  career  at  the  age  of  15  and  a  few 
years  later  completed  his  first  successful  research.  To  the  discoveries  of  this  boy, 
who  devoted  his  life  to  the  laboratory  test  tubes,  the  civilized  world  to-day  owes 
much  of  the  modem  benefits  of  life.  On  his  discovery  of  "mauve"  at  18  is  based 
all  coal-tar  chemistry  of  dyes,  medicines,  and  explosives.  Our  people  need  thousands 
of  such  scientific  pioneers  as  Perkin  to  create  a  new  and  a  better  world.  Unless  the 
boys  of  America  throw  themselves  into  the  international  chemical  competition  that 
has  already  begun,  we  can  not  hope  to  share  as  a  Nation  in  the  advantages  that  the 
chemists  oi  the  future  will  wrest  from  nature  for  their  compatriots. 

Realizing  the  sturdy  service  that  your  army  of  boys  rendered  behind  the  lines 
for  the  national  defense  during  the  World  War,  I  believe  that  you  must  be  most  keenly 
interested  in  the  vital  part  which  chemical  science  and  industry  admittedly  play 
in  our  national  defense  tor  the  future.  When  we  realize  that  every  chemical,  drug, 
and  dye  plant  can  be  turned  ovemi&:ht  into  a  wholesale  production  source  for  the 
deadliest  gases  and  explosives,  and  tnat  the  chemical  scientists,  whose  research  is 
based  upon  a  flourishing  chemical  industry,  will  control  the  superchemical  warfare 
of  the  future,  we  be^n  to  understand  whv  the  chemical  development  and  advance- 
ment of  this  coimtry  in  the  future  must  spell  our  success  or  failure  to  withstand  warfare 
from  without  our  boundaries. 
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A  well-developed  chemical  industry  is  our  surest  guaranty  of  future  peace.  Ger- 
many is  to-day  beginning  the  most  powerful  drive  of  all  her  world-monopolizing  trade 
career  to  recapture  America's  chemical  science  and  industry  that  she  held  before  the 
war  as  a  hostoge  for  our  final  conquest.  Other  foreign  powers  have  taken  steps  to 
build  up,  protected  from  German  conquest,  their  own  chemical  interests.  Amerin 
must  awake  to  this  pending  peril  before  it  is  too  late.  No  more  vital  message  than  this 
for  your  young  minutemen  to  spread  to  the  people  of  their  locality  could  be  con- 
<»ived. 

Beyond  the  bodily  safety  of  the  boys  of  our  country,  who  so  recently  faced  the 
hellish  gases  of  the  German  dye  plants,  scientists  tell  us  that  there  lies  in  chemical 
research  a  bright  prospect  for  discovering  new  means  to  check  such  plagues  as  tuber- 
culosis, in  collaboration  with  the  kindred  workers  in  the  fields  ol  bacteriolo^, 
biology,  pathology,  and  pharmacology.  With  the  inspiring  prospect  of  defeating 
disease  as  a  goal  for  their  progressive  research,  ttie  American  chemists  of  the  coming 
generation  have  every  incentive  to  bend  to  their  test  tubes  and  call  for  the  support 
of  the  whole  country. 

When  you  have  read  Dr.  Slosson's  book  and  the  other  matter  which  I  am  sending 
to  you — as  I  know  you  will — I  trust  that  you  will  write  to  me  such  suggestions  or 
impressions  as  occur  to  you.  I  feel  sure  that  you  will  be  glad  to  read  these  books  to 
your  boys  and  to  make  every  effort  in  your  community,  tlm)ugh  your  schools,  libraries, 
and  other  educational  forces,  to  bring  about  a  more  thorough  teaching  of  this  very 
vital  subject. 

The  Cnemical  Foundation,  by  its  charter,  is  devoted  to  the  ''advancement  and 
development  of  chemical  and  allied  sciences  and  industries  in  the  Uhited  States." 
Our  function  is  siinply  to  lay  before  you  the  facts  in  America's  critical  chemical 
situation  to-day.  When  all  Americans  come  to  realize  the  necessity  for  general 
chemical  education  and  enterprise,  I  believe  we  need  have  no  fear  for  the  out<X)me. 
.  It  seems  to  me  Uiat  there  can  oe  no  higher  service  that  you  and  your  boys  can  render 
our  coimtry  in  its  present  chemical  emergency  than  to  spread  the  message  which 
you  will  gather  from  the  printed  pages  that  I  deem  it  a  privilege  to  lay  before  you. 
Very  sincerely,  yours, 

Francis  P.  Gar  van,  President. 


Letter  to  Millionaires. 

It  is  now  well  understood  that  the  progress  of  Germany,  from  an  agricultural  nation 
in  1870  to  the  proud  position  of  the  second  industrial  country  of  the  world  in  1914,  was 
attributable  to  her  realization  of  the  true  relation  of  science  and  industry. 

Germany  first  learned  this  lesson  from  her  chemists'  development  of  the  coal-tar 
industry.  She  first  grasped  the  importance  of  Perkin's  discovery  in  1866:  her  appli- 
cation of  that  scientific  aiscovery  ot  an  Englishman  was  the  foundation  of  her  chem- 
icsH  progress,  and  her  chemical  progress  was  the  measure  of  her  industrial  progress. 

In  order  that  you  may  have  before  you  a  readable  story  of  the  progress  of  chemistry 
and  of  its  tremendous  importance  to-day  in  our  industrial  life,  in  our  national  defense, 
and  in  our  hope  of  medical  advancement,  I  am  sending  to  you,  under  separate  cover, 
a  copy  of  "Creative  Chemistry,"  by  Dr.  Edwin  E.  Slosson.  Dr.  Slosson  wrote  this 
remarkable  book  while  he  was  an  editor  of  the  Independent,  and  it  was  long  after 
its  publication  that  its  great  power  of  telling  the  important  story  of  chemistry  was 
fully  realized. 

I  hope  that  you  will  enjoy  the  reading  of  this  fascinating  volume  as  I  have,  and  that 
when  you  have  grasped  its  message  you  will  lend  your  influence  to  the  efforts  of  the 
Chemical  Foundation  to  spread  this  knowledge  broadcast  among  the  American  people. 
We  are  entering  the  "Age  of  Chemistry,"  and  our  Nation's  prosperity,  safety,  and 
well-being  must  depend  upon  the  maintenance  of  our  chemical  independence  and 
advancement  in  this  basic  development  of  science  and  industry. 

The  Chemical  Foundation  is  a  quasi-public  corporation,  formed  by  the  Government 
to  take  over  the  seized  German  patents  in  chemistry,  in  order  that  cnemical  education 
and  development  in  this  country'  may  be  unrestricted  and  that  the  history  of  the 
suppression  and  destruction  of  this  development  at  the  hands  of  the  German  Giemical 
Trust  may  come  to  an  end.  It  is  a  corporation  run  without  profit;,  any  returns  above 
fixed  charges  which  may  accrue  to  the  corporation  must  be  devoted,  according  to  the 
charter,  "to  the  advancement  and  development  of  chemical  and  allied  science  and 
industiy  in  the  United  States."  We  believe  that  the  first  step  in  accomplishing  this 
object  IS  the  education  of  the  American  people  to  an  understanding  of  this  proolem 
and  of  its  vital  importance  to  the  nation. 
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The  control  of  the  Chemical  Foundation  is  lodged  in  its  board  of  trustees,  composed 
of  the  following  gentlemen:  Otto  T.  Bannard  (chairman,  the  New  York  Trust  Co., 
New  York);  Hon.  George  L.  Ingraham  (late  presidingjustice,  appellate  division,  first 
department,  New  York  Supreme  Court);  Cleveland  H.  Dodge;  B.  Howell  Griswold, 
jr.  (of  Alexander  Brown  &  Sons,  Baltimore);  Bradle}r  W.  Palmer  (of  Storey,  Thorn- 
dike,  Palmer  &  Dodge).  Francis  P.  Garvan  is  president  of  this  organization,  and 
Thomas  W.  Miller,  Alien  Property  Custodian,  is  its  vice  president.  All  of  these 
gentlemen  serve  without  any  compensation. 

George  J.  Corbett,  former  vice  president  of  the  Central  Union  Trust  Co.  of  New 
York,  has  charge  of  the  business  management  of  this  organization,  as  secretary  and 
treasurer. 

In  addition  to  Dr.  Slosson's  book  and  a  pamphlet  explaining  the  work  of  the  Chem- 
ical Foundation,  I  am  sending  to  you  a  pamphlet  describing  an  exhibit,  especially 
prepared  by  the  Chemical  Warfare  Service  and  the  National  Besearch  Council,  as 
well  as  a  pamphlet  ]>repared  by  the  United  States  Bureau  of  Education. 

I  shall  appreciate  it  if  you  can  give  me  the  benefit  of  such  ideas  and  suggestions  as 
occur  to  you  after  you  have  read  the  literature  which  I  am  sending  to  you.  .     , 

•    Very  sincerely,  yours, 

Francis  P.  Garvan,  President 

t 

i 

Senator  Moses.  That  is  a  rather  expensive  book? 

Mr.  Choate.  I  think  it  is.  It  has  resulted  in  a  very  serious  deficit 
to  the  Chemical  Foundation  up  to  date. 

Senator  Moses.  And  this  list  was  very  carefully  selected  ? 

Mr.  Choate.  It  is  carefully  selected  with  the  idea  of  spreading  as 
far  as  possible,  particularly  among  the  young,  the  idea  of^the  impor- 
tance of  creative  chemistrjr — ^by  which  I  mean  the  chemistry  wnich 
produces  new  thrn^,  both  in  industry  and  in  science. 

Senator  Moses.  1  think  there  were  three  copies  arrived  in  my  house, 
and  I  wondered  just  how  it  happened. 

Mr.  Choate.  There  have  been  duplications,  but  I  think  it  would  be 
very  desirable  if  the  Senator  would  read  the  book  three  times. 
[Laughter.] 

Senator  Moses.  I  have  read  it  once,  which  is  quite  sufficient. 
[Laughter.] 

Senator  La  Follette.  Coming  back  to  the  organization  of  the 
Chemical  Foundation 

Mr.  Choate  (interposing).  Will  the  Senator  let  me  state 

Senator  La  Follette  (mterposing) .  Sure. 

Mr.  Choate  (continuing).  Before  I  begin,  that  the  purpose  of 
sending  these  letters  with  the  books  was  to  insure  that  the  book 
would  not  be  cast  into  the  waste  basket,  as  i^  usually  the  fate  of 
literature  sent  about  without  personal  letters.  I  may  also  state  that 
the  result  has  been  very  gratifying,  in  that  we  have  received  some- 
thing like  15  per  cent  oi  acknowledgements  indicating  the  actual 
readmg  of  the  oook  by  one  or  more  recipients. 

Senator  La  Follette.  Have  you,  by  the  wav,  a  copy  of  the  letter 
that  was  sent  with  this  book  to  the  American  Legion  I 

Mr.  Choate.  I  asked  him  to  put  in  each  form.  The  whole  lot 
will  be  put  in — they  are  here. 

Senator  La  Follette.  Will  you  let  me  see  that  letter  ? 

(Mr.  Choate  thereupon  handed  to  Senator  La  Follette  the  book 
containing  the  letters,  and  designated  the  one  asked  for.) 

Mr.  Choate.  I  am  reminded  that  the  American  Legion  copies  were 
sent  on  the  request  of  the  American  Legion. 

Senator  Smoot.  You  mean  that  each  branch  of  the  American 
Legion  requested  a  copy? 

Mr.  Choate.  I  am  not  able  to  state  precisely, 
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Senator  Moses.  How  many  copies  did  he  say  were  sent  to  the 
American  Legion  ? 

Senator  Smoot.  Five  hundred. 

IJj.  Choate.  I  am  informed  by  Mr.  Mead  that  500  such  requests 
were  sent  in,  separate  requests,  and  that  these  were  sent  in  response. 

Senator  Smoot.  There  were  500  American  Legion  organizations. 

Afr.  Choate.  I  think  individuals. 

Senator  Smoot.  Oh,  I  thought  they  were  members  of  the  legion. 

Mr.  Choate.  Five  himdred  copies  were  sent  out  to  members  of  the 
American  Legion,  I  am  now  informed,  in  answer  to  personal  requests. 
I  have  no  knowledge  of  it,  because  it  was  detailed  work  of  the  organ- 
ization, which  woiud  not  come  under  my  eye. 

Senator  La  Follette.  This  letter  states  that  the  Chemical  Foun- 
dation was  formed  Inr  the  Government  to  take  over-  patents  seized 
bam  alien  owners.     Is  that  in  accordance  with  the  facts  ? 

Mr.  Choate.  I  think  that  is  inaccurate.  I  have  not  seen  thai 
particular  letter  before.    I  think  you  are  quite  right. 

Senator  Smoot.  I  believe  that  is  why  they  asked  for  that. 

The  Chairman.  Who  drew  this  letter;  do  you  know? 

Mr.  Choate.  I  have  not  any  idea. 

Senator  Smoot.*  Who  is  Mr.  Ramsay  Hoguet  ? 

Mr.  Choate.  Mr.  Ramsay  Hoguet  was  tne  patent  attorney  of  the 
Chemical  Foundation. 

Senator  Smoot.  Was  he  also  connected  with  the  Alien  Property 
Custodian's  office  ? 

Mr.  Choate.  He  did  a  lot  of  patent  work  for  the  Alien  Property 
Custodian.  He  was  not  in  any  sense  on  the  pav  roll  of  the  custodian, 
and  he  devoted  a  couple  of  years  of  his  life  to  tne  work  with  the  most 
painstaking  assiduitv  and  complete  self-sacrifice. 

Senator  Smoot.  W  as  he  a  doUar-a-year  man  ? 

Mr.  Choate.  I  am  informed  that  he  was  not. 

Senator  Smoot.  Who  is  Mr.  Keohan  ? 

Mr.  Choate.  Mr.  Keohan  is  an  assistant  now  employed  by  the 
Chemical  Foundation. 

Senator  Smoot.  In  what  capacity  ? 

Mr.  Choate.  Oh,  in  a  general  capacity;  I  do  not  know  exactly 
how  to  state  his  duties;  he  is  the  Washington  representative,  I  think. 

Senator  Smoot.  In  charge  of  the  office  nere  ? 

Mr.  Choate.  In  charge  of  the  office  here;  yes. 

Senator  Smoot.  Was  he  also  connected  with  the  Alien  Property 
Custodian's  office  in  some  way  ? 

Mr.  Choate.  Whether  he  had  any  definite  connection  with  the 
Alien  Property  Custodian^s  office  or  not,  I  do  not  know.  He  did 
act  as  assistant  to  Mr.  Garvan  in  a  great  many  matters. 

Senator  Smoot.  What  royalty  does  this  company  charge  on  its 
patents  for  importations  ? 

Mr.  Choate.  For  importations,  10  per  cent. 

Senator  Moses.  Does  that  apply  only  to  chemicals  t 

Mr.  Choate.  I  do  not  know  whether  there  have  been  any  importa- 
tions imder  any  of  the  other  patents,  but  I  think  not. 

Senator  Moses.  You  tlunk  it  does  not  apply  only  to  chemicals  ? 

Mr.  Choate.  I  think  there  have  been  no  importations  other  than 
dyes  and  chemicals  which  are  covered  by  the  patents  of  the  Founda- 
tion. 
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Senator  Mobes.  Those  other  articles  are  covered  by  the  patents 
that  might  be  imported  and  upon  which  you  might  exact  the  royalty 
of  10  per  cent. 

Mr.  Choate.  Some  scientific  apparatus  connected  more  or  less 
with  chemistry. 

Senator  Moses.  Of  what  nature  ? 

Mr.  Choate.  Optical  riass,  and  things  of  that  kind. 

Senator  Moses.  Has  me  foundation  ever  looked  into  the  question 
of  the  licenses  that  were  issued  by  the  Federal  Trade  Commission  ? 

Mr.  Choate.  V^y  closely;  y^. 

Senator  Moses.  With  wnat  view  ? 

Mr.  Choate.  With  what  view  ? 

Senator  Moses.  Yes. 

Mr.  Choate.  With  every  view,  because  many  of  the  patents  under 
which  the  Federal  Trade  Commission  licenses  were  issued  are  now 
owned  by  the  foundation,  and  it  was  imperative  to  discover  what, 
if  any,  rights  we  had  with  reference  to  those  patents. 

Senator  Moses.  Did  you  determine  what  your  rights  werei 

Mr.  Choate.  I  determined  what  I,  as  a  lawyer,  thought  they  were. 

Senator  Moses.  Did  you  advise  your  clients  to  seek  to  enforce 
them  ? 

Mr.  Choate.  I  advised  my  clients  what  those  rights  were,  and 
I  did  not  give  any  advice  as  to  what  should  be  done. 

Senator  Moses.  Did  your  client  direct  you  to  enforce  the  rights  as 
you  interpreted  them  ? 

Mr. Choate.  Notyet. 

Senator  Moses.  Were  any  steps  ever  taken  formally  or  informally 
by  the  Federal  Trade  Conmiission  for  the  enforcement  oT  those  rights  1 

Mr.  Choate.  No;  I  think  not. 

Senator  Moses.  Or  for  the  recovery  of  fees  ? 

Mr.  Choate.  I  think  not. 

Senator  Moses.  No  correspondence  was  ever  had  ? 

A&.  Choate.  I  do  not  think  so;  I  do  not  recall.  There  has  been  a 
great  deal  of  correspondence  with  the  Federal  Trade  Commission 
on  the  subject  of  the  licenses. 

Senator  Moses.  Were  any  consultations  ever  held  with  repre- 
sentatives of  the  Federal  Trade  Commissign  ? 

Mr.  Choate.  I  could  not  state;  I  never  had  any.  I  have  not  any 
idea  what  anybody  else  may  have  had. 

I  would  like  to  make  a  little  explanation  on  that  subject,  Senator 
Moses:  There  seems  to  be  a  very  wide  misapprehension  as  to  the 
nature  of  the  Federal  Trade  Commission  licenses.  In  my  view — 
and  I  think  it  is  concurred  in  by  most  lawyers — the  Federal  Trade 
Commission  license  amounts  to  nothing  more  than  a  safe  conduct,  I 
might  say,  against  injunction.  It  provides  that  the.  licensee  shall 
pav  a  certain  sum  wmle  the  license  is  in  force,  which  sum  is  to  be 
neld  as  security  for  the  result  of  a  lawsuit  to  be  commenced  after 
determination  of  the  war  by  the  owner  of  the  patent — ^whatever  is 
meant  by  that  in  the  act — against  the  licensee  to  recover  the  fair 
value  of  the  use  of  the  patent.  That  sum  recovered  in  that  action 
mav  enormously  exceed  the  sums  paid  as  so-called  royalty  under  the 
Federal  Trade  Commission  license.  The  recovery  may  be  less  than 
the  sum  so  paid;  in  case  it  is  less,  the  balance  is  to  be  returned  to  the 
licensee;  in  case  it  is  more,  the  licensee  will  have  to  pay  more. 
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The  law  makes  it  very  clear  that  the  funds  paid  into  the  Federal 
Trade  Commission,  or  under  the  Federal  Trade  Commission  licenses, 
belong  to  the  owner  of  the  patent,  and  if  the  Chemical  Foundation  is, 
within  the  meaning  of  that  law,  the  owner  of  the  patent,  I  suppose 
it  will  eventually  be  entitled  to  the  funds  thus  paid  m,  not  otherwise. 

Senator  Moses.  Has  any  intimation  been  made  to  the  Federal 
Trade  Commission  that  suit  will  be  brought  for  the  recovery  of  those 
funds  ? 

Mr.  Choate.  No.  You  understand,  suit  can  not  possibly  be 
commenced  against  the  Federal  Trade  Commission  or  against  the 
United  States  Government;  it  must  be  a  separate  suit  against  each 
licensee. 

Senator  La  Follette.  What  is  the  capital  stock  of  the  founda- 
tion? 

Mr.  Choate.  The  authorized  capital  stock  was  $500,000,  to  be 
divided  into  $100,000  common  and  $400,000  preferred,  both  limited 
to  6  per  cent  dividends.  Of  the  $400,000,  $399,700  have  been  issued ; 
of  the  common,  $29,200  have  been  issued,  making  a  total  of  $428,900; 
and  the  common  stock,  which  is  the  only  voting  stock,  is  held  by  158 
stockholders,  no  one  of  whom  holds  more  than  two  shares. 

Senator  Moses.  Is  that  stock  involved  in  the  voting  trust  ? 

Mr.  Choate.  That  stock  was  placed  in  a  voting  trust  to  last  17 
years. 

Senator  Moses.  Who  are  the  trustees  ? 

Mr.  Choate.  Let  me  finish  what  I  was  going  to  say  about  that,  if 
you  do  not  mind.  The  voting  trust  was  to  last  17  years,  so  that  it 
might  cover  the  life  of  all  existing  patents,  and  that  was  whv  the 
corporation  was  incorporated  in  Delaware  rather  than  New  1  ork, 
because  under  the  Demware  laws,  we  were  advised  by  Judge  Gray, 
a  voting  trust  might  be  made  to  continue  for  that  length  of  time, 
while  in  the  State  of  New  York  one  can  continue  only  for  five  years. 
The  purpose  of  that  voting  trust  was  in  order  that  the 

Senator  Moses  (interposing).  Since  when  has  that  been  made  a 
statute  in  New  York  ? 

Mr.  Choate.  Oh,  a  long  time — the  purpose  of  the  voting  trust  was 
in  order  that  the  voting  power  of  this  corporation  and  its  control 
might  be  placed  in  the  hands  of  im[)artial  persons  of  the  utmost 
probity  and  reputation,  who  were  not  interested  in  either  the  textile 
or  dye-consumirig  industries,  on  the  one  hand,  or  the  dye-making  or 
chemical  industry,  on  the  other,  so  that  the  Foundation  might  never 
be  used  as  an  instrument  of  monopoly  or  for  the  oppression  of  either 
industry. 

Senator  Moses.  Having  been  allowed  to  make  that  statement  in 
behalf  of  your  client,  will  you  now  tell  me  who  the  trustees  are  ? 

Mr.  Choate.  The  trustees  are  Mr.  Otto  T.  Bannard,  of  New  York, 
chairman  of  the  board  of  the  New  York  Trust  Co.,  and  trustee  of 
Yale  Universitv,  and,  I  think,  one  of  the  trustees  of  the  Harkness 
Foundation;  Cleveland  H.  Dodge,  who  is  too  well  known  to  recjuire 
any  explanation;  George  L.  Ingraham,  for  many  years  presiding 
iustice  of  the  appellate  division,  first  department,  in  the  State  of 
New  York;  B.  Howell  Griswold,  of  the  firm  of  Alexander  Brown  & 
Sons,  weU-known  Baltimore  bankers;  and  Mr.  Bradley  Palmer,  the 
well-known  lawyer  of  Boston,  who  was  elected  on  the  4  th  of  April, 
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1921,  and  succeeded  Mr.  Ralph  Stone,  the  president  of  the  Detroit 
Trust  Co.,  who  had  up  to  that  time  been  a  trustee  and  who  then 
resigned. 

Senator  La  Follette.  Have  you  a  list  of  the  stockholders  before 
you? 

Mr.  Choate.  I  have. 

Senator  La  Follette.  What  is  the  total  number  ? 

Mr.  Choate.  The  total  number  in  this  list  is  158. 

Senator  La  Follette.  Is  that  the  list  of  the  stockholders  of  the 
common  stock  ? 

Mr.  Choate.  That  is  the  list  of  the  stockholders  of  the  common 
stock,  and  I  think  every  holder  of  the  common  stock  also  holds  some 
preferred. 

Senator  Moses.  Does  that  list  show  the  date  of  that  ? 

Mr.  Choate.  I  do  not  think  so,  but  the  subscriptions  have  come 
along  graduaUy  from  the  verv  beginning. 

Senator  Moses.  Was  the  foundation  originally  underwritten  ? 

Mr.  Choate.  I  am  informed  that  the  underwriting  was  arranged 
by  those  members  of  the  Dyes  Institute  who  cared  to  participate, 
by  putting  up  $500,000  to  provide  $250,000,  which  was  understood 
to  be  necessary  to  purchase  patents,  and  $250,000  for  working  capital. 

Senator  Moses.  Do  you  remember  who  constituted  that  under- 
writing group  and  the  amount  ? 

Mr.  Choate.  I  have  a  list  of  them  somewhere.  I  think  it  went  in 
in  the  former  hearings.  I  can  easiljr  furnish  it.  I  think  it  is  in  the 
former  hearings  in  Mr.  Garvan's  testimony. 

Senator  La  Follette.  Will  you  have  your  secretary  or  somebody 
find  it? 

Mr.  Choate.  I  think  it  is  in  Mr.  Garvan's  testimony;  if  it  is  not, 
we  will, furnish  it.  The  hope  was  when  the  foundation  was  organ- 
ized that  we  should  eventu  Jly  obtain  500  stockholders,  each  of  wnom 
would  have  two  shares  of  the  conunon  and  eight  shares  of  the  pre- 
ferred stock,  making  an  exact  equality,  and  then  the  entire  amoimt 
of  the  underwriting,  except  $1,000  apiece,  could  be  returned  to  each 
of  the  underwriters.  But  we  have  never  been  able  to  obtain  more 
than  158  stockholders,  although  almost  everybody  in  the  industry 
has  been  invited  to  come  in,  and  accordingly  it  has  only  been  possible 
to  return  to  the  underwriters  the  amount  paid  by  the  additional 
subscribers  for  their  two  shares  of  common  stock  and  their  eight 
shares  of  preferred  apiece. 

Senator  La  Follette.  Are  they  all  holders  of  stock  in  this  founda- 
tion? 

Mr.  Choate.  I  hope  they  are;  I  do  not  recall  at  the  present  time 
whether  they  are  or  not. 

Senator  LtA  Follette.  You  may  put  in  the  record  a  list  of  your 
stockholders. 

Mr.  Choate.  A  list  which  I  think  is  complete  really,  up  to  date,  is 
in  the  last  hearing. 

Senator  La  Follette.  Just  furnish  a  list  complete  up  to  date  in 
your  record  of  to-dav,  if  you  please. 

Mr.  Choate.  Gladly. 

The  Chaibhan.  It  will  be  printed  in  this  record  at  the  request  of 
Senator  La  Follette,  and  Mr.  Choate  will  please  furnish  the  same. 
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Senator  La  Follette.  What,  if  you  know,  are  the  assets  of  the 
Du  Pont  Co.  ? 

Mr.  Choate.  I  have  not  the  least  idea. 

Senator  La  Follette.  They  are  interested  in  the  dye  business, 
are  they  not  ? 

Mr.  Choate.  As  a  very  small  part  and  branch  of  their  enormous 
other  business.  I  understand  that  the  total  amount  of  their  invest- 
ment in  the  dye  business  does  not  exceed  $15,000,000;  I  am  told  so. 

Senator  La  Follette.  But  it  is  enough  to  lead  that  company  to 
take  quite  an  interest  in  propaganda  and  in  furnishing  testimony  to 
secure  the  enactment  of  tnis  embargo? 

Mr.  Choate.  I  do  not  know  whether  it  is  enough  to  lead  them  to 
take  an  interest  in  propaganda;  but  it  is,  I  think,  enough  to  lead 
them  to  want  the  proper  protection  of  the  industry.  I  should  think 
it  would  be,  at  least. 

Senator  Moses.  I  think  it  is,  Senator  La  Follette. 

Senator  La  Follette.  In  this  connection,  Mr.  Chairman,  I  wish 
to  insert  in  the  record  the  remarks  of  Senator  Thomas,  of  Colorado, 
together  with  the  matter  which  he  introduced  in  connection  with 
his  address  at  that  time,  showing  the  connection  of  the  Du  Pont  Co. 
with  the  Levinstein  Co.  of  England.  It  will  be  found  on  pages  6742 
and  6743  of  the  Congressional  Record. 

The  Chairman.  At  the  request  of  Senator  La  Follette  the  remarks 
of  Senator  Thomas  will  be  inserted. 

(The  matter  referred  to  is  as  follows:) 

The  Dye  Industry. 

The  Senate,  as  in  Committee  of  the  Wliole,  resumed  the  consideration  of  the  bill 
(H.  R.  8078)  to  rebate  the  importation  of  coal-tar  products,  to  promote  the  establish- 
ment of  the  manu&tcture  thereof  in  the  United  States,  and,  as  incident;  thereto,  to 
amend  the  act  of  September  8, 1916,  entitled  ''An  act  to  increase  the  revenue,  and  for 
other  purposes." 

Mr.  Thomas.  Mr.  President,  I  crave  the  indulgence  of  the  Senate  for  a  very  brief  time 
this  morning.  In  explanation  of  my  request  I  may  say  that  since  the  recess  of  yester- 
day I  have  received  a  very  important  communication  directly  in  line  with  some 
portions  of  my  discussion  of  the  dye  bill,  and  therefore  I  think  It  of  prime  impwrtance 
to  the  Senate.  This  document  consists  of  a  circular  to  the  drug  and  chemical  markets 
from  Boston,  and  is  entitled: 

"sues  du  PONT  CO.  FOR  $1,000,000 — DISCLOSING  SECRET  AGREEMENT — EDGAR  LEVIN- 
STEIN ALLEGES  BREACH  OF  CONTRACT,  AND  CITES  ARRANGEMENT  WHEREBY  W 
FONTS  AND  LEVINSTEIN  EXCHANGE  PATENTS  AND  SECRET  PROCESSES — AGREEMENT 
TO  DIVIDE  world's   MARKETS. 

"  (Special  to  Drug  and  Chemical  Markets.) 

"  Boston,  Mass.,  May  IS. 

"Suit  for  $1,000,000  damages,  alleging  breach  of  contract,  was  filed  in  the  United 
States  district  court,  Boston,  Mav  7,  by  Edgar  Le\dnstein,  of  Nahant,  against  E.  I. 
Du  Pont  de  Nemours  &  Co.,  of  Wilmiiiton,  Del. 

"The  complaint  alleges  that  the  Du  Pont  Co.  in  1916  bought  of  Levinstein  (Ltd.), 
of  Manchester,  England,  the  exclusive  right  to  manufacture  and  sell  the  LeWnstein 
dyes  in  America,  with  the  agreement  that  Edgar  I^vinstein,  who  had  for  many  years 
been  the  sole  representative  of  Iie\dn8tein  (Ltd.)  in  the  United  States,  with  headquar- 
ters in  Boston,  should  be  continued  as  a  selling  medium  for  those  dyes. 

"It  is  also  alleged  that  the  Du  Pont  Co.  undertook  to  reserve  for  him  an  annual 
supply  of  Levinstein  dyes,  and  also  Du  Pont's  own  dye  products,  on  which  he  wa? 
guaranteed  a  profit,  and  agreed  that  it  would  make  every  effort  to  enable  him  to  retain 
the  customers  obtained  by  him  wh^Ie  he  was  representing  Levinstein  (Ltd.)  and  doiug 
business  under  the  name  of  I.  Levinstein  &  Co.  (Inc.). 

"The  Du  Pont  Co.  is  alleged  to  have  solicited  and  induced  plaintiff's  customers, 
by  unfair  methods,  to  transfer  their  trade  and  customs  in  dyes  from  him  to  itself  and 


DYES  BMBABOO.  537 

to  have  violated  its  contract  in  other  respects  with  the  deliberate  purpose  of  driving 
the  plaintiff  out  of  business. 

*  "R.  M.  Morse  and  Frank  H.  Stewart,  No.  6  Beacon  Street,  Boston,  counsel  for  the 
plaintiff,  say  in  their  complaint: 

"  'terms  of  AOREElffENT. 

"  'The  plaintiff  8a3rB  that  for  a  long  time  prior  to  November  30.  1916,  as  sole  repre- 
sentative  of  Levinstein  (Ltd.),  a  corporation  duly  oi^ganized  ana  established  by  law 
and  having  its  principal  place  of  business  at  Manchester,  Endand,  and  I.  Levinstein 
&  Co.  (Inc.),  a  corporation  duly  organized  and  established  under  the  laws  of  the 
Commonwealth  of  Massachusetts,  and  having  its  principal  place  of  business  at  Boston, 
within  said  district,  he  had  been  engaged  in  building  up  and  carrying  on  in  the  Unitea 
States  a  large  and  profitable  dyestuus  business,  especiall  v  as  a  selling  medium  for  the 
dye  products  and  manufactured  under  the  processes  and  brands  of  Levinstein  (Ltd.) 
and  had  obtained  a  large  number  of  important  and  profitable  customers. 

"  'That  on  March  27,  1918,  the  plaintiff  and  defendant  entered  into  a  written  con 
tract,  by  the  terms  whereof  the  defendant,  among  other  things,  agreed  in  substance 
and  effect  with  the  plaintiff  to  protect  the  trade  and  good  will  so  built  up  by  him  in 
dyestuffs  as  aforesaid,  and  in  particular  a^eed  to  reserve  for  him  from  its  manufacture 
and  production  of  both  Levinstein  and  Du  Pont  dyes,  so  called,  a  supply  of  600  tons 
in  each  and  every  consecutive  12  months  at  a  price  to  enable  him  to  sell  to  his  custom- 
ers at  the  defendant's  usual  prices. 


"'axleges  breach  of  contract. 


"  'That  the  defendant  did  not  reserve  for  him  from  its  manufacture  and  production 
of  both  Levinstein  and  Du  Pont  dyes,  so  called,  a  supply  of  600  tons  in  each  and  everv 
consecutive  12  months  at  a  price  to  enable  him  to  sell  to  his  customers  at  the  defend- 
ant's usual  prices  and  leave  him  a  reasonable  profit,  but  that^  on  the  contrary,  the 
defendant^  in  violation  of  its  contract  with  the  plaintiff  and  with  the  deliberate  pur- 
pose and  intent  of  obtaining  for  itself  the  plaintiff's  established  trade,  custom,  and 
good  will  and  depriving  the  plaintiff  of  the  same  and  embarrassing  him  and  driving 
him  out  of  his  long-established  business,  has  intentionally  and  deliberately  failed, 
neglected,  and  refused,  and  still  refuses,  to  supply  him  on  order  with  dyes  for  his 
customers;  has  withheld  and  delayed,  and  still  Withholds  and  delays,  shipments  to 
him  after  accepting  his  orders  for  dyes,  and  has  concealed  prices  and  changes  in  prices 
from  him;  has  obstructed,  hindered,  and  delayed  him,  and  still  obstructs,  hinders, 
and  delays  him,  in  obtaining  orders  from  his  customers  and  in  placing  orders  with 
itself  and  in  obtaining  a  fair  selection  of  colors  from  it;  and  the  plaintin  further  says 
that  the  defendant  by  divers  inducements,  devices,  means,  and  unfair  methods  and 
practices  has  covertly,  secretly,  and  persistently  solicited,  canvassed,  importuned, 
persuaded,  and  induced  the  customers  of  the  plaintiff  to  transfer  and  divert  their 
trade  and  custom  in  dyes  from  the  plaintiff  to  the  defendant.'  " 

Then  follows  the  agreement  between  the  Du  Pont  Co.  and  Levinstein  (Ltd.).  It 
is  that  to  which  1  crave  the  attention  of  the  Senate.  What  1  have  so  far  read  is  merely 
introductory. 

"The  agreement  between  E.  I.  du  Pont  de  Nemours  &  Co.,  of  Wilmington,  Del., 
and  Levinstein  (Ltd.),  of  Manchester,  England,  makes  the  following  arrangements 
for  an  exchange  of  information  regarding  patented  or  secret  processes  and  the  appara- 
tus, machinery,  and  plant  necessary  for  the  manufacture  of  dyes,  intermediates,  and 
raw  materials. 


"LEVINSTEIN  AND  DU  PONT  AGREEMENT. 


"The  parties  shall  be  entitled  to  the  following  rights  in  respect  to  all  patented 
inventions  and  secret  processes  mentioned  in  clause  1  hereof  videlicit: 

*  (a)  Levinsteins  shall  have  exclusive  rights  for  the  use,  manufacture,  and  sale 
under  its  own  and  the  Du  Pont  Co.'s  patented  inventions  and  secret  processes  through- 
out Great  Britain,  Ireland,  India,  ana  all  British  possessions,  colonies,  and  dependen- 
cies (except  Canada),  France,  Italy,  Spain,  Belgium,  Holland,  Portugal,  Switzerland, 
Denmark,  Norway,  and  Sweden,  and  nonexclusive  rights  throughout  Canada  and  all 
other  countries  except  those  for  which  the  Du  Pont  Co.  is  to  have  exclusive  rights. 

"(6)  The  Du  Pont  Co.  shall  have  exclusive  rights  for  the  use,,  manufacture,  and 
sale  under  its  own  and  Levinstein's  patented  inventions  and  secret  processes  through- 
out the  United  States  of  America  and  all  its  possessions,  present  and  future,  Mexico 
and  Central  and  South  America,  and  nonexclusive  rights  throughout  all  other  countries 
except  those  for  which  Levinsteins  is  to  have  exclusive  rights." 
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Here  is  a  partition  of  the  world  between  two  huge  institutionB  which  are  engaged 
in  the  same  business  and  which  finds  its  analogy  in  that  historical  incident  centuries 
afio,  when  the  Pope,  by  arbitrary  decree,  divided  the  world  into  two  portions,  assigning 
the  eastern  to  Spain  and  the  western  to  Portugal. 

"LEVINSTEIN  PAYMENTS. 

*'If  the  information  to  be  furnished  by  Levinsteins  to  the  Du  Pont  Go.  shall  be 
capable  of  turning  out  finished  products  of  the  standard  of  the  products  from  time  to 
time  sold  by  Levinsteins,  and  if  the  synthetic  indigo  produced  by  such  processes  shall 
be  up  to  the  commercial  standard  heretofore  ruling  in  the  Unitea  States,  the  Du  Pont 
Co.  shall  pay  to  Levinsteins  £25,000  in  each  of  the  10  years  from  July  1,  1917,  to  July 
1, 1927,  the  first  payment  to  be  niade  on  July  1, 1918.  The  condition  for  such  payment 
shall  be  deemed  conclusively  to  be  performed  if  Levinsteins  shall  at  their  works  pro- 
duce finished  products  and  synthetic  indigo  of  the  before-mentioned  standards  and 
shall  prove  that  ^ey  furnishea  the  Du  Pont  Co.  with  the  information  and  instruction 
necessary  to  produce  the  same,  whether  in  fact  the  Du  Pont  Co.  are  or  are  not  able  to 
produce  the  same  or  do  or  do  not  produce  the  same." 

That  is  to  say^  the  Du  Ponts  may,  without  violating  the  contract,  suspend  i>roduction 
if  the  mutual  interests  of  those  two  world-dominant  corporations  snould  find  that 
course  the  more  profitable. 

"provision  for  royalties. 

"The  royalties  payable  hy  the  party  accepting  the  license  shall  be  5  per  cent  on 
the  selling  value  of  the  finished  product  delivered  in  the  country  of  manufacture. 
In  the  case  of  a  patented  invention  the  royalty  shall  not  be  payable  beyond  the  exist- 
ence of  the  patent  and  in  the  case  of  secret  process  shall  be  payable  only  during  the 
continuance  of  this  agreement.  The  royalties  payable  to  Levinsteins  under  this 
clause  shall  be  additional  to  the  £25,000  a  year  mentioned  in  clause  3  hereof. 

"It  is  intended  to  hold  in  June,  1917—" 

The  dates  in  this  document  seem  to  be  inconsistent,  but  I  presume  that  is  due  to 
errors  in  copying — 

"in  America  a  meeting  by  representatives  of  the  parties  hereto  for  the  purpose  of 
arranging  selling  facilities  for  nonexclusive  Asiatic  territory;  particularly  Japan  and 
China,  the  intention  being  to  arrange,  if  possible,  a  joint  selling  company,  the  capital 
of  which  is  to  be  subscribed  and  its  sales  to  be  divided  as  nearly  as  posBiblo  in  equal 
parts  by  the  parties  hereto." 

Let  me  ask  here,  Mr.  President,  if  it  be  true  that  this  industry  is  to  perish  unless 
the  pending  bill  shall  be  enacted,  how  is  it  that  the  Du  Pont  Co.,  a  principal  bene- 
ficiary under  it,  should  assume  the  risk  in  July,  1918,  of  making  a  contract  with  the 
Levinsteins,  under  which  the  two  agreed  to  organize  a  corporation  as  a  medium  for 
securing  and  controlling  the  dye  business  of  Japan  and  Cnina?  Where  is  there  in 
this  document  the  lightest  expression  which  would  indicate  apprehension  of  a  drastic 
and  destructive  German  cora]>etition? 

Bear  in  mind,  Mr.  President,  that  this  contract  was  made  during  the  war,  under 
the  then  existing  duties  in  America  upon  dyestuffs,  nearly  one  year  before  the  Presi- 
dent recommended  further  legislation  in  behalf  of  the  industry,  and  long  before 
anyone  could  assume  what  the  character  of  that  legislation  might  be  or  even  the 
form  it  might  assume. 

Mr.  Nugent.  Mr.  President 

Mr.  Thomas.  I  yield  to  the  Senator  from  Idaho. 

Mr.  Nugent.  I  rise  merely  to  ask  a  question  for  information.  1  desire  to  ask  the 
Senator  from  Colorado  whether  or  not  ne  understands  that  the  contract  which  he 
has  read  is  applicable  only  to  dyes  that  have  been  patented  by  the  Du  Ponts  and  the 
Levinsteins? 

Mr.  Thomas.  And  also  to  secret  processes  which  are  controlled  by  the  two  corpora- 
tions. 

Mr.  Nugent.  It  applies  also  to  secret  processes? 

Mr.  Thomas.  Yes;  as  may  be  devised  by  either  of  the  two  contracting  parties. 
It  does  apply  to  that  class  of  dyes.  However,  Mr.  President,  it  is  the  commencement, 
the  initiation,  of  the  monopolistic  condition  to  which  I  directed  the  attention  of  the 
Senate  on  yesterday. 

Mr.  Nugent.  Bir.  President,  does  the  Senator  from  Colorado  understand  that  that 
contract  has  to  do  with  patents  for  dyes  that  are  not  produced  in  Germany? 

1^.  Thomas.  It  has  to  do  with  all  patents  for  dyes  which  are  controlled  by  either 
of  the  contracting  parties  and  with  such  secret  processes  as  either  may  have  devised 
or  may  devise  during  the  life  of  the  contract;  it  is  an  agreement  of  world-wide  dimen- 
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sions,  and  muet  necesearily,  therefore,  have  to  do  with  the  dye  industry  as  a  whole, 
for  I  assume  that  through  and  by  means  of  such  an  enormous  combination  of  the 
great  dye  house  of  England  and  the  great  dye  house  of  America  control  of  the  industry 
will  be  ultimately  acquired.    I  proceed: 

"If  any  difference  or  dispute  shall  arise  between  the  parties  hereto  in  respect  of 
this  agreement  or  anv  matter  or  thing  relating  thereto,  the  same  shall  be  referred 
to  the  president  for  the  time  being  of  the  Du  Font  Co.  or  his  nominee  and  the  chair- 
man for  the  time  being  of  the  Levinsteins  or  his  nominee,  who  ^all  arbitrate  the 
same  and  whose  award  shall  be  final." 

Mr.  Simmons.  Mr.  President,  will  the  Senator  permit  me  to  ask  him  a  question? 

Mr.  Thomas.  I  yield  to  the  Senator. 

Mr.  Simmons.  I  do  not  understand  from  the  reading  by  the  Senator  of  the  con- 
tract whether  or  not  the  United  States  was  apportioned  exclusively  to  the  Du  Fonts. 

Mr.  Thomas.  The  United  States  as  it  now  exists  and  all  territory  or  dominions 
which  it  may  hereafter  acquire. 

Mr.  Simmons.  And  the  English  house  is  not  permitted  to  sell  under  that  contract 
within  such  territory? 

Mr.  Thomas.  Evidently  not,  unless  this  contract,  this  partnership  aiiangeir.ent, 
this  executory  arrangement,  is  ultimately  to  be  applied  to  the  remainder  of  the  ^  orld. 

Mr.  Simmons.  Does  it  also  provide  that  the  Du  Fonts  shall  not  sell  in  Great  Britain? 

Mr.  Thomas.  Yes.  The  Senator  perhaps  was  not  present  when  I  read  that  part  of 
the  document  virtually  dividing  the  world  into  halves.  I  will  read  it  again  for  the 
benefit  of  the  Senator:  « 

''(a)  Levinsteins  shall  have  exclusive  rights  for  the  use,  manufacture,  and  sale 
under  its  own  and  the  Du  Pont  Co.'s  patentea  inventions  and  secret  processes  through- 
out Great  Britain,  Ireland,  India,  and  all  British  pcMBsessions,  colonies,  and  dependen- 
cies (except  Canada),  France,  Italv,  Spain,  Belgium,  Holland,  Portueal,  Switzer- 
land, Denmark,  Norway,  and  Sweden,  and  nonexclusive  ndits  throughout  Canada 
and  all  other  countries  except  those  for  which  the  Du  Pont  Co.  is  to  have  exclusive 
rights." 

It  is  a  partition  of  the  entire  globe.  Just  what  the  proportions  are  I  have  not 
attempted  to  calculate;  I  have  not  had  time  to  do  so;  but  the  Du  Pont  Co.  shall  have 
exclusive  rights  as  to  its  part  and  the  Levinstein  Co.  shall  have  exclusive  rights  as  to 
its  part,  subject  to  the  executory  contract  to  be  drawn  between  them  for  dividing  the 
spoils  in  China  and  Japan. 

Mr.  Town  send.  Mr.  President 

Mr.  Thomas.  I  yield. 

Mr.  Townbend.  I  regret  to  say  that  I  was  not  present  when  tne  Senator  commenced 
reading  the  document,  and  I  should  like  to  ask  nim  from  what  he  is  reading. 

Mr.  Thomas.  I  will  hand  that  portion  of  the  document  which  I  have  read  to  the 
Senator  so  that  he  can  see  for  himself,  and  I  will  proceed : 

''The  contract  between  the  Du  Pont  Co.  and  Levinstein  (Ltd.)  was  signed  by  J. 
Amory  Haskell,  vice  president  of  E.  I.  du  Pont  de  Nemours  &  Co.,  and  John  B. 
Lonsaale,  chairman,  and  Herbert  Levinstein,  managing  director  of  Levinstein  (Ltd.)." 

We  now  come  to  the  contract  for  the  alleged  breach  of  which  the  suit  was  brought 
which  exposed  the  whole  thing  to  the  public. 

^^ Edgar  Levin$tein*s  contract, — ^A  second  agreement  made  by  £.  I.  du  Pont  de 
Nemours  &  Co.  with  Edgar  Levinstein,  of  Boston, 'says  in  part: 

"  First.  The  Du  Pont  Co.  agrees  to  eell  to  Edgar  Levinstein  from  time  to  time,  to 
an  aggregate  amount  of  not  more  than  600  tons  in  each  consecutive  12  months,  such 
finished  dyes  as  he  may  select,  including  synthetic  indigo,  of  the  standard  types, 
shades,  and  strength  as  heretofore  or  hereafter  established,  if  and  as  the  same  are 
prepared  or  manu&ctured  and  offered  to  the  trade  by  the  Du  Pont  Co.  (or  by  any  sub- 
sidiary now  or  hereafter  to  be  organized  by  it)  under  the  patented  or  unpatented  in- 
ventions or  processes  heretofore  or  hereafter  acquired  by  the  Du  Pont  Co.  from  or 
through  Levinstein  (Ltd.). 

**  Second.  The  Du  Pont  Co.  further  agrees  to  sell  and  deliver  to  said  Edgar  Levin- 
stein such  dyes  as  he  may  select  and  order  f .  o.  b.  cars  at  its  works,  Carneys  Point, 
N.  J.,  at  the  lowest  net  price  current  charged  by  Du  Pont  Co.  or  its  subsidiary 
same  article  to  its  most  favored  customer  in  the  United  States  (except  subsidiaries  or 
sales  agency  branches  of  the  Du  Pont  Co.)  less  15  per  cent,  which  allowance  of  15  per 
cent  shall  cover  all  expenses  and  profit  of  said  Levinstein  for  handling  said  dyes 
purchased  and  resold. 

*' Third.  The  Du  Pont  Co.  further  agrees  that  it  will  reserve  for  Edgar  Levinstein 
^m  its  manufacture  and  production  of  such  dyes  as  aforesaid  a  supply  of  600  tons  in 
each  and  every  consecutive  12  months  and  that  it  will  make  every  effort  to  enable 
said  Edgar  Levinstein  to  continue  to  supply  the  dyes  aforesaid  to  the  customers 
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obtained  by  him  in  the  United  States  while  he  was  doing  business  under  the  name 
and  style  of  I.  Levinstein  &  Co.  (Inc.)." 

It  is  that  policy  which  the  Du  Pont  Co.  has  declined  to  carry  out.  It  is  that 
contract  the  benefits  of  which  it  proposes  to  secure  by  the  iisual  monopolistic  methods; 
that  is  to  say,  by  ignoring  its  covenants  and  defying  the  injured  party. 

The  last  page  of  this  communication  recites: 

Du  Pont  Co.  changes. — In  the  reorganization  of  the  Du  Pont  Co.,  C.  W.  Phellis, 
sales  director  of  the  explosives  department,  has  been  appointed  general  director  of 
sales,  which  position  carries  with  it  the  supervision  of  the  various  sales  departments, 
each  of  whicn  has  its  separate  director.  The  new  position  has  just  been  established 
by  the  new  executive  committee,  and  is  one  of  great  importance,  in  view  of  the  rapidi  y 
increasinj?  peace-time  activities  of  the  company's  various  departments 

''Mr.  Pnellis  has  been  with  the  Du  Pont  Co.  since  January,  1901.  and  has  had  wide 
experience  with  the  sales  department.  For  his  first  year  and  a  half  of  service  he  was 
connected  with  the  shoteun  smokeless-powder  division,  with  headquarters  at  Cincin- 
nati. Then  he  was  made  a  salesman  m  the  explosives  sales  department  with  the 
Middle  Eastern  States  as  his  territory.  In  1906  he  was  made  a  district  mana^r^  with 
headquarters  at  Huntington,  Pa.  After  10  years  of  successful  work  in  the  district  he 
was  transferred  to  the  Denver  office  as  district  manager,  to  take  charge  of  the  important 
sales  work  in  the  Rocky  Mountain  States.  In  November,  1918,  he  was  again  advanced 
and  went  to  Wilmington  as  the  director  of  sales  in  the  explosives  branch  of  the  Du  Pont 
business.'' 

'  I  presume  the  significance  of  this  charge  as  regards  the  suit  to  which  this  document 
refers  is  that  the  new  sales  manager  will  be  the  representative  of  the  Du  Pont  Co.  in 
the  absorption  of  the  business  of  Edgar  Levinstein. 

Mr.  President,  just  one  word  of  comment.  My  information  is  the  institution  of  this 
suit  came  at  a  most  appropriate  time.  It  immediately  succeeds  the  letter  of  the 
publicity  agent  of  the  Du  Pont  Co.  to  the  Senator  from  New  Hampshire  (Mr.  Moses), 
which  the  Senator  from  Iowa  (Mr.  Kenyon)  yesterday  placed  in  the  Kecord,  and  which 
indicates  the  absorbing  interest  of  the  Du  Font  Co.  in  the  pending  legislation^  and 
virtually  amounts  to  an  assurance  that  unless  the  Senator  from  New  Hampshire  with- 
draws his  objection  to  the  bill  the  Du  Pont  Co.  will  withdraw  its  support  of  Gen. 
Wood ;  and  what  that  support  is  every  Senator  knows  as  well  as  I .  This  exposition  of 
a  step  taken  during  the  existence  of  the  war,  when  the  Allies  were  fighting  for  their 
lives,  by  which  a  great  American  monopolv  combined  with  a  great  British  monop<dy 
to  dominate  the  dye  industry  of  the  worla,  is.  to  my  mind,  convincing  proof  of  the 
influences  and  the  interests  which  are  behind  tnis  biU,  which  initiated  tms  legislation, 
which  framed  the  lan^age  of  the  measure,  which  induced  additions  reguding  license 
and  embargo,  and  which  depend  upon  this  l^^lation  as  a  valuable  asset  in  the  devel- 
opment of  their  ambitions  and  the  accomplishment  of  their  purposes. 

Mr.  President,  if  I  am  correct,  it  must  follow  that  the  remote  purpose  o!  this  bill  is 
little  short  of  infamous,  and  that  it  should  be  rejected  by  the  deliberate  and  indignant 
judgment  of  every  Member  of  this  body. 

Senator  La  Follette.  I  can  shorten  up  this  examination  some- 
what, Mr.  Chairman,  by  incorporating  in  the  record  citations  from 
the  testimony  of  Mr.  Cnoate,  as  assembled  and  printed  in  the  Con- 
cessional Record  on  July  11,  and  I  will  furnish  tnem  to  the  reporter 
later. 

Mr.  Choate.  May  I  suggest  that  if  this  matter  contained  in 
earlier  hearings  is  incorporated  at  all,  it  would  be  fair  to  incorporate 
it  in  complete  form. 

The  Chairman.  You  mean  all  the  lieq.rings  that  you  appeared  in! 

Mr.  Choate.  No,  sir;  my  testimony  before  the  Senate  committee 
is  what  I  understand  to  be  referred  to  in  the  Senator's  remarks. 

Senator  Moses.  I  am  not  a  member  of  the  committee;  but  Senator 
La  Follete  will  undoubtedly  examine  Mr.  Choate  upon  these  sections 
if  they  are  not  to  be  printed  as  he  requests. 

Mr.  Choate.  I  think  that  will  be  the  fairer  course,  because  if 
excerpts  have  been  selected  from  my  testimony  it  has  probably  been 
with  a  wish  to  use  them  to  produce  an  effect  largely  different  from 
that  produced  by  the  whole  of  my  testimony,  and  if  it  is  so  used 
I  ougnt  to  be  given  an  opportunity  to  comment. 
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The  Chairman.  How  many  pages  are  there  in  the  whole  testimony  ? 

Senator  La  Follette.  About  a  page  and  a  half  of  the  Congres- 
sional Record. 

The  Chairman.  Mr.  Choate  wants  all  the  testimony  printed. 

Senator  La  Follette.  Oh,  that  is  very  voluminous. 

Mr.  Choate.  No;  although  I  am  sorry  to  seem  to  contradict,  I 
think  there  are  only  30  pages  of  mv  testimony  all  told,  which  includes 
documents  which  you  have  alreaay  asked  to  have  put  in. 

Senator  La  Follette.  I  find  that  you  were  constantly  contributing 
statements  all  the  way  through  the  examination. 

Mr.  Choate.  I  think  I  was  asked  a  few  questions  here  and  there. 
But  I  think  my  main  testimony  only  covers  a  very  few  pages  in  the 
Senate  hearings.     In  the  House  hearings  it  was  very  voluminous. 

Senator  La  Follette.  I  have  no  objection  to  putting  in  any 
of  the  testimony  he  has  given  heretofore. 

The  Chairman.  If  there  is  no  objection,  in  order  that  Mr.  Choate 
may  liave  an  opportunitv  to  have  lair  consideration 

Senator  La  Jollette  (interposing).  And  it  might  be  printed  in  the 
record  following  the  quotations  from  your  testimony. 

The  Chairman  (continuing) .  Mr.  CJhoate  will  supervise  the  gather- 
ing together  of  his  testimony  and  what  he  desires  may  be  inserted. 

Mr.  Choate.  I  do  think  1  can  probably  throw  light  on  almost  any 
of  the  subjects  referred  to  in  your  selected  Quotations. 

The  Chairman.  Mr.  Choate,  will  you  nand  to  the  stenographer 
to-day  or  Monday  what  you  desire  of  yoiu*  previous  testimony  to  be 
published  as  a  part  of  your  remarks,  and  it  will  be  printed  in  the 
record  of  to-day  ? 

Senator  Dcllinqham.  Mr.  Choate  has  just  made  a  suggestion  that 
he  would  like  to  comment  upon  the  testimony  which  has  been 
selected. 

Mr.  Choate.  After  I  know  what  it  is  I  may  not  wish  to  comment 
upon  it.  But  I  think  a  more  satisfactory  course  will  be  to  have  the 
Senator  ask  me  questions  as  to  such  portions  as  he  desires. 

Senator  La  Follette.  I  do  not  think  I  desire  to  take  the  time  of 
the  committee  to  do  that.  I  will  hand  the  selections  to  Mr.  Choate. 
It  is  the  marked  portions  [handing  the  papers  referred  to  to  Mr. 
Oioate]. 

The  Chairman.  Mr.  Choate,  you  can  glance  through  them,  and 
whatever  it  is  you  are  undoubtedly  very  mmiliar  with  it,  and  if  you 
have  any  running  comment  to  make  you  may  do  so,  or  you  may  have 
a  chance  on  Monday;  I  do  not  know.  We  want  to  close  this  hearing 
pretty  soon. 

Mr.  Choate.  That  is,  as  I  suspected,  this  contains  a  number  of 
rather — ^well,  shall  I  say  rather  biting  comments  by  someone;  I  do 
not  remember  whose  speech  it  is.     Among  others,  is  this  comment 

Senator  La  Follette  (interposing) .  I  am  not  proposing  to  insert 
in  the  record  any  comments,  Mr.  Choate,  but  just  simply  the  ques- 
tions that  were  propounded  to  you  by  members  of  the  committee  and 
your  answers  to  them. 

Mr.  Choate.  To  show  you  how  easily  these  matters  lead  to  mis- 
apprehension, I  must  read  from  the  clipping  here  something  that 
strikes  my  eye.     [Reading:] 

A  sale  to  the  Grasselli  Co.  of  1,100  patents  and  other  property  for  $5,400,000  made 
them  realize  they  would  stand  little  danger  in  taking  over  4,500  patents  for  $250,000. 
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That  sentence  is  obviously  framed  to  make  it  appear  that  the  1,200 
Bayer  patents  were  sold  to  Grasselli  for  $5,000,000,  while  4,500  were 
sold  to  the  foimdation  for  $450,000. 

Senator  La  Follette.  Is  that  contained  in  a  question  or  answer  ? 

Mr.  Choate.  That  is  contained  in  the  comment. 

Senator  La  Follette.  As  I  say,  I  am  not  offering  the  comment; 
I  am  just  proposing  to  quote  from  your  testimony  as  1  found  it  there. 

Mr.  Choate.  But  I  think  it  would  perhaps  be  only  fair  to  clear  up 
that  at  the  outset. 

Senator  Simmons.  Did  you  not  clear  it  up  in  your  answer  ? 

Mr.  Choate.  I  do  not  think  it  clear  enough  here  in  the  part  that  was 
put  in. 

What  actually  happened  was  that  the  entire  property  of  the 
Bayer  Co.,  including  the  very  valuable  aspirin  works  and  the 
aspirin  business,  were  sold  to  tne  Grasselli  Co.  for  $5,400,000.  But 
the  property  was  not  sold  as  property,  but  sold  in  the  form  of  the 
ownership  of  the  stock  of  the  American  company  which  had  formerly 
been  owned  by  the  German  company.  It  was  that  stock  whicn 
carried  the  patents.     The  patents  were  not  sold  separately  and  the 

Satents  were,  as  I  think  was  pointed  out  by  Senator  Watson  yester- 
ay,  turned  out  to  be  of  almost  negligible  value. 
Senator  La  Follette.  That  is  his  testimony. 
Mr.  Choate.  Whose  testimony  ? 
Senator  La  Follette.  Watson^s. 

(The  testimony  of  Mr.  Choate,  as  submitted  by  Senator  La  Follette, 
is  as  follows:) 

(From  p.  88,  dyeetufis  hearing,  Senate:) 

Mr.  Choate.  I  appear  here  as  counsel  for  the  Chemical  Foundation,  into  which  1 
shall  go  in  a  moment,  and  also  I  have  been  asked  to  represent  the  American  Dyes 
Institute,  which  is  an  association  of  all  the  dye  makers  in  the  country,  because  they 
have  practically  the  same  point  of  view  presented  by  the  Chemical  Foundation  to-day, 
and  are,  therefore,  properly  represented  by  the  same  counsel.  I  came  into  this  case, 
gentlemen,  through  my  service  in  the  office  of  the  Alien  Property  Custodian.    ♦    «   ♦ 

I  am  a  life-long  Republican  «  *  *  and  so  although  it  was  none  of  our  businesB 
as  members  of  the  Alien  Property  Custodian's  staff,  but  purely  for  what  we  conceived 
to  be  reasons  of  public  spirit,  all  of  us  who  had  the  knowledge  thus  derived  there  very 
early  began  to  scratch  our  heads  to  see  if  we  could  not  find  some  way  of  helping  this 
industry  here  (p.  106). 

(Hearings  before  the  Ways  and  Means  Committee,  dyestuffs,  on  H.  R.  2706,  July 
14  to  20,  1919,  Mr.  Joseph  Choate  te8tif>ing,  pp.  110-111:) 

Mr.  Choate.  The  one  thing  the  Alien  Property  Custodian  had  power  to  do  without 
further  help  from  Congress  was  to  sell  them  (tne  German  dye  patents).  ».  ♦  *  Now, 
it  was  obvious  that  the  wisest  thing  for  us  to  do  was  to  sell  to  good  American  pur- 
chasers, and  what  could  we  do?  *  *  *  It  was  then  that  the  fertile  brain  of  Mr. 
Garvan,  the  present  Alien  Custodian,  then  in  charge  of  the  Bureau  of  Investigation, 
conceived  the  hieh  idea  of  getting  an  industrial  organization  to  act  as  a  trustee  cor- 
poration to  buy  the  patents.  I  was  present  at  every  detail  of  every  one  of  the  con- 
sultations that  resulted  in  that  organization.  *  *  *  It  took  the  fonn  it  did  for 
this  reason:  In  the  first  place,  we  had  to  get  an  organization  that  could  never  fail  into 
the  control  of  any  one  body,  any  one  company,  any  one  man,  or  any  group  of  men. 
For  that  purpose  we  made  the  stock  nontransf^luble  without  the  consent  of  the  com- 
pj^jjy  «  «  *  YoT  that  purpose  we  pro\'ided  that  the  whole  stock  must  be  placed 
in  the  hands  of  a  voting  trustee.    ♦    *    ♦ 

Mr.  Oldfield.  Can  anybody  use  these  patents  (p.  114)? 

Mr.  Choate.  Not  everybody,  but  every  good  American  citizen  can  make  applica- 
tion for  a  license  and  get  it  on  equal  terms,  and  they  have  to  pay  a  royalty  in  each 
case. 

Mr.  Oldfield.  You  effect  the  license  system,  because  all  of  these  patents  are 
controlled? 

Mr.  Choate.  Oh,  no;  they  are  only  controlled  by  the  Chemical  Foundation  to  a 
very  minor  extent. 
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(Mr.  Hoguet,  who  furnished  the  ''soft  stuff,"  as  he  calls  it,  must  be  called  as  a 
witness.    Again  quoting,  p.  116): 

Mr.  Choatb.  As  to  Mr.  Garvan,  being  connected  with  this  matter,  that  happened 
in  this  way:  We  were  casting  about  to  eet  a  man  to  take  hold  of  it,  and  so  Mr.  Hoguet, 
a  very  ardent  Republican,  and  myseli  were  discussing  it  as  thoroughly  as  we  could 
as  to  who  could  handle  it.  It  was  evident  that  whoever  took  that  position  (manager 
of  the  Chemical  Foundation)  would  have  to  have  a  certain  familiarity  with  the  Ger- 
mans in  this  country.  There  was  no  other  man  except  Mr.  Garvan  who  had  a  tenth 
of  his  qualifications  in  that  respect. 

Mr.  Moore.  How  did  he  acquire  that  influence? 

Mr.  Choate.  As  head  of  the  Bureau  of  Investigation  of  the  Alien  Custodian's  office 
from  the  start.  *  *  *  I  should  say  that  Mr.  Qarvan  is  a  dollar-a-year  man,  and 
has  no  need  to  ask  for  any  other  compensation,  and  is,  tiierefore,  serving  with  the 
Chemical  Foundation  without  compensation. 

Mr.  Green.  Just  what  were  your  duties  with  the  custodian  of  the  alien  proi)erty? 

Mr.  Choate.  In  the  bureau  of  investigation;  I  had  charge  of  the  investigation  of 
the  chemical  business. 

******* 

Mr.  Choate.  The  Bayer  Co.  was  sold  for  over  $5,000,000.  Of  course,  they  had 
large  properties. 

Mr.  Green.  You  knew  that  the  patents  had  large  value? 

Mr.  Choate.  I  knew  that  the  patents  had  a  value  which  no  man  could  calculate, 
because  no  man  could  say  which  were  valuable  except  in  rare  cases.  I  suppose  of 
the  5,000  taken  over  a  great  many  were  absolutely  worthless. 

*  *  *  *  *  *  * 

Mr.  Green.  Mr.  Garvan  occupied  what  position? 

Mr.  Choate.  He  was  head  of  the  bureau  of  investigation. 

Mr.  Green.  And  you  at  that  time  were  working  under  him? 

Mr.  Choate.  I  was. 

Mr.  Green.  These  companies,  by  virtue  of  their  operation,  whether  in  connection 
with  these  patents  or  not,  and  although  while  holding  these  patents,  have  made  im- 
mense nrofits  in  this  country? 

Mr.  Choate.  Laige  profits,  I  should  say. 

Mr.  Green.  And  profits  that  both  you  and  Mr.  Garvan  were  aware  of? 

Mr.  Choate.  Yes. 

Mr.  Green.  And  learned  it  in  the  course  of  your  operations  for  the  Government 
(p.  118)? 

Mr.  Choate.  Certainly.  You  .understand  the  business  was  not  large.  The  total 
amount  of  imports  before  the  war  was  under  $12,000,000.    ^    ♦    * 

Mr.  Green.  Now,  after  these  discoveries  had  been  made  by  virtue  of  the  connec- 
tion with  the  Government  (value  of  the  German  patents),  this  corporation,  called  the 
Chemio^  Foundation,  was  instituted,  and  it  was  concluded  to  place  as  its  president 
Mr.  Garvan,  a  very  capable  gentleman,  and  to  retain  an  exceeaingly  capable  lawyer 
as  the  corporation  counsel,  in  the  person  of  yourself.  ♦  *  ♦  Now,  this  company, 
having  bouR;ht  these  patents,  you  say  would  have  a  considerable  power  over  the 
imports  as  the  result  oi  its  control  of  the  patents  (p.  118)? 

Mr.  Choate.  It  would  have  the  power  to  control  to  a  certain  extent  the  operations 
under  tha  patents.  It  can,  if  it  can  induce  people  to  take  out  revocable  licenses, 
revoke  the  licenses  if  the  licensee  behaves  badly.  Whether  people  will  take  licenses 
out  in  that  form  remains  to  be  seen. 

******* 

Mr.  Green.  If,  then,  he  who  is  a  manufacturer  in  a  small  way  comes  before  the 
Chemical  Foundation  and  it  appears  to  the  foundation  that  he  has  so  far  not  manu- 
f  ctured  dyej  to  their  satisfaction,  and  because  he  could  not  manufacture  them  under 
theae  patents  without  having  a  license,  or  for  any  other  reason  that  appeared  to  them 
to  be  sufficient,  he  could  be  excluded  (p.  120)? 

Mr.  Choate.  He  would  be  excluded  if  the  Chemical  Foundation  did  not  believe 
he  was  in  a  position  to  make  dyes  that  would  be  a  credit  to  the  American  industries. 

Mr.  Green.  That  is  a  matter  entirely  in  their  discretion  and  judgment? 

Mr.  Choate.  Precisely,  as  it  is  in  the  discretion  of  any  other  owner  of  patents. 

• 

PUBLIC  AND  PRIVATE   SALES. 

Mr.  KrrcHiN.  Now,  in  the  sale  of  these  patents  by  the  Alien  Property  CJustodian,  I 
beUeve  you  said  that  one  chemical  company  purchased  how  many  (p.  121)? 
Mr.  Choate.  Twelve  hundred  before  tne  organization  of  the  Foundation. 
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Mr.  KrrcHiN.  At  public  sale? 

Mr.  Choate.  Yes,  sir;  at  public  sale. 

Mr.  KiTCHiN.  Were  there  any  other  bidders  for  them  except  this  chemical  company? 

Mr.  Choate.  A  great  many  of  them,  I  think. 

Mr.  KrrcHiN.  How  much  did  this  company  bid? 

Mr.  Choate.  When  the  property  was  sold  en  bloc,  the  whole  property  of  the  Bayer 
Co.  was  sold  for  $5,300,000.    I  forget  the  exact  figures. 

Mr.  KrrcHiN.  That  property  included  also  the  stock? 

Mr.  Choate.  Yes,  sir;  that  carried  the  company  and  its  patents. 

Mr.  KrroHiN.  Now,  has  that  company  turned  over  to  your  company  these  1,200 
patents?    (Neither  has  the  Dupont  uo.  or  others  controlling  patents. ; 

Mr.  Choate.  No,  sir;  we  hope  they  will.  They  are  among  the  underwriters  and 
good  American  people,  and  I  think  they  will  try  to  do  the  best  they  can  to  strengthen 
the  Foundation. 

Mr.  Kitchin.  Now,  your  company  (Chemical  Foundation),  after  the  purchase  by 
this  chemical  companv  of  these  1,200  patents,  was  organized,  and  then  the  oth& 
patents  were  put  on  sale  at  public  auction  (p.  122)? 

Mr.  Choate.  They  were  not  sold  by  public  sale  by  the  custodian,  because  it  would 
have  been  impossible  to  do  that  for  a  variety  of  reasons.  All  the  possible  avail]d>le 
bidders  who  could  have  bid  in  good  faith  for  these  patents  as  real  manufacturers  were 
already  in  the  enterprise,  because  they  were  members  of  the  American  Dyes  Institute. 
The  only  other  kind  of  bidder  there  could  have  been  would  be  a  hold-up  artist,  who 
would  buy  the  patents  either  for  the  benefit  of  his  own  pocket  or  who  would  buy 
them  to  hold  them  up  from  use.  It  required  an  Executive  order  from  the  President 
to  effect  that  transfer. 

Mr.  Kitchin.  I  simply  desire  to  get  the  facts  on  the  record.  Now,  were  these  pat- 
ents offered  separately,  or  were  they  en  bloc? 

Mr.  Choate.  They  were  sold  in  one  transaction  to  the  Chemical  Foundation. 

Mr.  Kitchin.  What  was  the  actual  amount  of  cash  that  was  paid  for  them? 

Mr.  Choate.  $250,000. 

Mr.  KrrcHiN.  Now,  did  your  patents  cover  any  other  part  of  the  chemical  products 
except  dyestuffs? 

Mr.  Choate.  Yes.  sir;  all  chemical  products  we  could  lay  our  hands  on.  But  it 
is  only  in  the  dvesniffs  that  the  patents  are  of  great  importance — dye  and  pharma- 
ceutical  goods — because  it  is  only  there  that  the  patent  is  especially  important.    They 

cover  salvarsan  and  other  products,  and  all  the  rest  that  we  could  get  our  hands  on. 

*    «    * 

• 

(Mr.  Francis  P.  Gar  van  testified  as  follows:) 

Mr.  MooRE.  I  want  again  to  call  your  attention  to  a  matter  that  may  be  referred 
to  later  on,  which  I  did  not  personally  care  to  stir  up  too  much,  and  that  is  the  com- 
patibility of  the  Alien  Property  Custodian  serving  also  as  the  president  of  the  Chem- 
ical Foimdation  (Inc.),  which  intends  to  enter  actively  into  the  business  and  the 
control  of  business,  and  which  seeks  legislation  for  that  purpose.  Is  it  not,  in  your 
judgment,  incompatible  for  one  man  to  hold  the3e  two  olnces,  one  being  administra- 
tive and  the  other  being  an  o'ficp  where  the  administrator  can  assist  the  president  of 
the  corporation  (p.  332)? 

Mr.  Garvan.  Can  you  point  out  any  point  where  they  conflict? 

Mr.  Moore.  Is  it  not  possible  that  (questions  aflFecting  the  integrity  of  the  Chemical 
Foimdation  might  come  before  the  Alien  Property  (Custodian  for  administration? 

Mr.  Garvan.  Can  your  imagination  suggest  such  a  position? 

Mr.  Moore.  Yes. 

Mr.  Garvan.  I  would  like  to  hear  it.  If  there  is  anything  inconsistent  in  my  two 
positions,  I  certainly  will  resign  one  or  both.    ♦    *    * 

Mr.  MooRE.  Is  it  not  possible  that  the  Attorney  General  of  the  United  States 
might  call  upon  his  very  eTlcient  Assistant  Attorney  General,  whom  he  is  now  about 
to  appoint,  in  the  person  of  the  present  Alien  Property  Custodian  (Mr.  Garvan).  to 
investigate  the  business  of  the  (-hemical  Foimdation  (Inc.),  of  which  the  Assistant 
Attorney  General  (Mr.  Garvan),  now  Alien  Property  Custodian  (Mr.  Garvan),  i^ 
president? 

Mr.  Garvan.  No;  it  is  not. 

Mr.  MooRE.  You  think  that  is  impossible? 

Mr.  Garvan.  Absolutelv  impossible. 

(Advisory  committee  of  Alien  Property  Custodian  are  now  Foundation  trustees. 
The  same  committee  passed  on  sale  irom  Government  for  the  private  company  that 
bought.) 

(Dyestuffs  hearings,  Committee  on  Finance,  United  States  Senate,  H.  R.  8078, 
Dec.  13, 1919.  Mr.  Garvan  had  not  resigned  after  six  months.  Mr.  Fnmcis  P.  Garvan, 
Alien  Property  Custodian,  a  witness  before  the  Senate  committee,  p.  520:) 
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So  I  conceived  the  idea  of  fonning  the  Chemical  Foundation  and  putting  all  these 
patents  into  a  quasi-public  corporation,  which  would  develop  them  and  give  them 
to  chemical  companies  throughout  the  country.  The  way  salvarsan  had  worked  out 
encouraged  us.  '*  *  *  So  then  we  had  this  boaid  of  trustees,  composed  of  Mr. 
Otto  Bennard ,  president  of  the  New  York  Trust  Co. ;  Mr.  Cleveland  H .  Dodge,  ♦  *  ♦ 
Judge  Greoige  L.  Ingraham,  *  *  *  Ralph  H.  Stone,  president  of  the  Detroit 
Trust  Co.,  ♦  *  ♦  Benjamin  Griswold,  jr.,  ♦  *  *.  These  gentlemen  had  con- 
sented to  act  as  the  advisory  committee  for  the  Alien  Property  Custodian  on  questions 
of  the  sale  of  German  property.    ♦    *    * 

Senator  Calder.  How  many  patents  did  they  take  over? 

Mr.  Garvan.  Four  thousand. 

Senator  Calder.  The  Alien  Property  Custodian  sold  them  these  patents? 

Mr.  Garvan.  It  was  by  private  sale  by  the  President. 

Senator  Calder.  For  how  much  money? 

Mr.  Garvan.  $250,000. 

't  «  *  *  i»  *'  * 

Mr.  Garvan.  I  am  very  anxious  to  make  this  statement  as  fully  as  possible  because 
I  do  not  want  to  have  any  rumors  or  anything  to  interfere  with  this  case.  I  am  pleased 
and  delighted  to  answer  questions  to  the  fullest  (p.  522). 

Senator  Calder.  I  am  very  anxious  to  have  information  because  the  situation 
would  indicate  there  -is  a  great  possibility  of  tremendous  profits  for  some  people. 

(Relating  to  the  value  of  the  4,000  German  patents  bought  by  the  Chemical  Founda- 
tion, the  following  testimony  on  p.  265  is  in  point:) 

Mr.  MpoRE.  Would  you  care  to  deny  tne  statement,  since  Mr.  Longworth  has 
raised  the  question,  that  one  of  these  4,000  patents  (salvarsan)  is  worth  $50,000  a  year 
royalty? 

Mr.  Garvan.  I  would  be  grateful  to  have  you  tell  me  the  name  of  it. 

Mr.  Moore.  A  one  million  dollar  patent  and  you  bought  4,000  of  them  for  $250,000. 

(Testimony  can  be  had  that  two  patents  included  in  the  sale  were  worth  several 
niillion  dollars.  Relating  to  the  exclusive  power  possessed  by  this  Chemical  Founda- 
tion monopoly  over  the  4,000  patents  under  its  control  the  following  testimony  is 
relevant:) 

Mr.  Green.  Reading  from  the  charter  of  the  Chemical  Foundation  "The  board  of 
directors  may  refuse  to  issue  any  license  or  may  revoke  any  license  granted  by  the 
corporation  and  may  prescribe  the  terms  and  conditions  of  such  license."  ♦  ♦  ♦ 
(p.  360). 

Mr.  Garvan.  Do  you  claim  that  we  could  use  arbitrary  power  to  refuse  licenses? 

Mr.  Green.  I  have  not  the  slightest  doubt  of  it.  In  the  first  place  it  pays  the  board 
may  issue;  second,  it  shall  prescribe  the  terms;  and,  third,  it  may  revoke  it  at  any 
time  it  wants  to    *    *    * 

(Again  referring  to  the  dual  relationship  of  Mr.  Garvan  in  a  public  and  private 
capacity.) 

Mr.  Green.  A  considerable  portion  of  the  persons  connected  with  the  Chemical 
Foundation  are  connected  also  either  directly  or  indirectly  with  the  Alien  Property 
Custodian's  ofiice. 

Mr.  Garvan.  Yes,  sir. 

Mr.  Green.  And  you  consider  it  entirely  ethical  that  having  obtained  information 
through  their  connectipn  with  the  Alien  Ptoperty  Custodian  that  they  shall  then  sell 
to  an  institution  controlled  by  themselves? 

Mr.  Garvan.  It  was  by  virtue  of  our  connection  with  the  Alien  Property  Custodian 
office  that  we  saw  it  as  our  public  duty  not  to  let  this  thing  revert  to  where  it  was. 

(Mr.  Garvan  complains  that  he  was  not  in  fact  Alien  Property  Custodian  when  the 
sale  was  made  to  his  company.  Technically,  this  is  true  in  name,  but  as  officer 
apparently  in  chaige  of  this  property  he  arranged  all  the  details  for  the  sale,  aided  by 
Mr.  Choate,  to  a  company  of  which  he  was  president,  and  by  his  subsequent  promotion 
to  position  of  Alien  Property  Custodian  he  confirmed  by  acquiescence  that  same 
sale.) 

(The  previous  testimony  of  Mr.  Choate  subsequently  furnished  by 
him  is  as  follows:) 

Mr.  Choate.  I  pointed  out  yesterday,  perhaps  not  in  the  way  of 
testimony,  but  in  the  way  of  reasoning,  wnat  happened  in  that  case. 

Senator  Smoot.  There  was  some  doubt  expressed  as  to  the  truth 
of  the  j)ublished  statement  of  expenses  in  the  Congressional  Record 
referred  to  yesterday. 
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Mr.  Choate.  Was  that  the  statement  of  the  expenses  of  the  Dye 
Institute  ? 

Senator  Smoot.  Yes;  of  the  American  Dye  Institute.  Was  that 
statement  correct  ? 

Mr.  Choate.  I  am  not  sufficiently  familiar  with  the  exact  state- 
ment to  which  you  referred  to  say  anything  about  it,  but  I  should 
not  know  anything  about  what  expenditures  the  Dye  Institute  made 
anyhow,  because  my  only  connection  with  the  institute  has  been 
as  counsel  retained  by  the  legislative  committee  and  doing  definite 
work  for  them. 

Senator  Smoot.  Included  in  this  here  is  your  compensation  of 
$25,000;  is  that  correct? 

Mr.  Choate.  $25,000  was  paid  by  them  to  me  for  all  the  work 
which  I  did  for  them  during  the  entire  legislative  campaign  up  to 
October  20. 

The  Chairman.  What  do  you  paean  by  ''legislative  campaign?" 

Mr.  Choate.  I  mean  in  advising  them  in  regard  to  their  rights, 
their  position  and  what  they  ought  to  do  and  what  they  ought  to  ask 
for,  from  the  time  when  the  first  application  was  made  to  Congress  for 
protection  in  the  early  part  of  1919. 

Senator  Moses.  Is  that  all  that  you  did  for  them,  Mr.  Choate  ? 

Mr.  Choate.  Was  that  all  that  I  did  for  them? 

Senator  Moses.  Yes. 

Mr.  Choate.  That  was  not  all  that  I  did  for  them.  I  made  a  trip 
to  France  for  them. 

Senator  Moses.  No.  I  mean  during  that  period  in  connection 
with  the  legislative  campaign. 

Mr.  Choate.  I  came  aown  here  during  all  of  the  hearings,  during 
many  weeks  when  I  was  kept  waiting  for  hearings  that  strung  along 
on  other  matters  after  our  matter  had  been  called.  I  made  in- 
numerable memoranda  for  them  in  regard  to  every  possible  su^estion 
that  was  made  for  changes  in  the  various  bills.  You  will  recaU  three 
bills  have  been  reported  by  three  committees,  and  that  there  had  up 
to  that  time  been  two  bdls  reported  by  two  committees,  each  of 
which  had  been  changed  in — I  was  going  to  say — numberless  par- 
ticulars at  various  times,  any  one  of  which  might  have  been  im- 
portant. 

Senator  Moses.  And  you  consulted  with  innumerable  Senators. 

Mr.  Choate.  By  no  means  ''innumerable."  I  think  I  could 
count  them  on  the  fingers  of  my  two  hands. 

Senator  Mosss.  Some  ? 

Mr.  Choate.  I  know  some. 

Senator  Moses.  Wh^  was  that  course  on  the  part  of  Mr.  Metz 
described  by  you  as  being  so  reprehensible  ? 

Mr.  Choate.  I  never  meant  that  Mr.  Metz's  course  in  interviewing 
Senators  was  reprehensible. 

Senator  Moses.  I  thought  you  said  he  bitterly  fought  the  legis- 
lation. 

Mr.  Choate.  I  said  he  did,  not  because  there  was  anything  repre- 
hensible as  such  in  his  fi^htin^  the  bill,  but  as  indicating  the  worth- 
lessness  of  his  opinion  tnat  this  industry  could  be  protected  by  a 
tariflF  because  his  interest  is  the  other  way. 

Ssnator  Moses.  It  was  not  then  at  all  by  way  of  criticism  but 
commendation  ? 
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Mr.  Choatb.  And  that  his  interest  was  to  get  this  bill  defeated. 

Senator  Moses.  And  you  was  to  get  it  passed  ? 

Mr.  Choate.  Certainly;  guite  right. 

Senator  Smoot.  Then  this  statement  is  not  correct  where  it  says 
shows  income  and  expenditure  from  January  1, 1920,  to  December  30 1 

Mr.  Choate.  I  do  not  know  anything  about  it.  You  can  not 
possibly  get  me  to  testify  as  to  the  income  and  expenditure  of  the 
American  Dves  Institute. 

Senator  Moses.  It  is  incorrect  so  far  as  you  are  concerned  ? 

Mr.  Choate.  What  does  it  say  in  regard  to  me  ? 

Senator  Moses.  It  says  here  from  January  1  to  October  10,  1920. 

Mr.  Choate.  That  refers  to  payments;  tnat  does  not  refer  to  the 
time  in  which  the  services  were  rendered.  No  payment  was  ever 
made  to  me  for  any  service  to  the  American  Dyes  Institute  until 
October  20,  when  I  received  the  lump  sum  covering  all  services  up 
to  that  point. 

Senator  La  Follette.  What  time  did  you  visit  Paris  for  the 
Foundation  i 

Mr.  Choate.  Not  for  the  Foundation,  but  for  the  Dyes  Institute. 
The  Foundation  had  nothing  whatever  to  do  with  it.  I  sailed  on  the 
20th  of  October,  1920,  and  I  got  back  here,  I  think,  on  the  2dd  of 
December,  1920. 

Senator  La  Follette.  Were  you  over  there  on  business  for  the 
Alien  Custodian  ? 

Mr.  Choate.  By  no  means.  This  was  1920;  I  wad  there  purely  for 
the  American  Dyes  Institute  and  nobody  else. 

Senator  Mosss.  How  many  weeks  were  you  absent  ? 

Mr.  Choate.  I  sailed  October  20  and  I  came  back  on  December 
23,  1920. 

Senator  Moses.  Six  weeks? 

Mr»  Choate.  No;  nine  weeks. 

Senator  Mosbs.  Your  traveling  expenses  were  $1,506.01  ? 

Mr.  Choate.  I  think  that  is  an  error;  I  think  thev  were  Sl,400 
and  something.  I  may  state  that  the  amount  of  tne  staterooms 
there  and  back  was  $700  and  more. 

Senator  Moses.  I  note  a  payment  on  account  of  Paris  trip,  $3,499. 

Mr.  Choate.  Yes,  there  was  an  agreed  fee  there  of  $25,000,  which 
came  about  in  this  way — I  think  I  should  state  it:  The  le^slative 
committee  of  the  Dyes  Institute  came  to  me  in  October,  1920,  and 
stated  to  me  that  they  were  very  much  troubled  over  the  effect 
which  was  apparently  being  produced  upon  the  German  dye  industry 
by  the  operations  of  the  Reparations  Commission  under  the  treaty. 
Tne  difficulty  was  this:  Under  annex  8  of  Article  VI  of  the  treaty 
the  Allies  were  entitled  to  25  per  cent  of  the  daily  production,  but 
the  Reparations  Commission  was  authorized  to  reqmre  the  delivery, 
in  case  in  their  opinion  the  actual  daily  production  was  less  than 
normal,  of  25  per  cent  of  the  normal  proauction. 

The  members  of  the  Dyes  Institute  had  found  it  very  difHcult  to 
obtain  any  accurate  information  as  to  what  was  happening  over 
there,  but  the  reports  of  daily  production  which  had  come  over 
showed  what  the  German  factories  had  apparently  been  reporting, 
and  that  they  had  apparently  been  making  almost  exclusively  dyes 
which  if  brought  into  this  country  would  have  come  into  direct  com- 
petition with  the  dyes  made  in  tnis  country,  instead  of  making  the 
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dyes  which  we  did  not  make,  and  which  therefore  would  have  been 
useful  to  the  consumers.  That  worried  them  for  three  reasons :  In  the 
first  place,  it  looked  like  a  preparation  on  the  part  of  the  Germans 
for  a  campaign  of  full  line  lorcme;  in  the  next  place  it  laid  up  large 
stocks  of  dyes  which  they  coula  have  used  in  direct  competition 
with  our  goods;  in  the  third  place  it  established  a  shortage  of  certain 
necessary  dyes,  of  the  absence  of  which  the  consumers  had  been  so 
bitterly  complaining. 

For  instance,  take  the  case  of  any  given  vat  dye — call  it  vat 

fink — I  do  not  know  whether  there  is  such  a  thing,  but  never  mind, 
f  the  Germans  kept  down  their  total  production  of  that  product 
to  a  point  away  below  the  world's  demands,  the  25  per  cent  avail- 
able under  the  reparations  commission,  if  it  was  25  per  cent  of  actual 
production,  would  not  go  anywhere,  would  not  satisfy  the  consumers 
at  all.  The  remaining  75  per  cent  would  be  left  in  the  hands  of  the 
German  trust  for  use,  and  they  would  then  be  in  a  position  to  sell  it 
to  our  consumers  on  any  terms  they^  liked,  imder  full-line  forcing 
terms,  or  sell  it  to  them  on  the  condition  that  they  bought  all  their 
goods  from  the  German  manufacturers.  That  seemed  to  our  people 
a  great  danger. 

It  also  seemed  to  the  American  Dyes  Institute  people,  as  they  stated 
the  matter  to  me,  that  the  inconvenience  which  would  be  occasioned 
to  the  consumers  of  this  country  by  the  absence  of  those  special  dyes 
would  be  so  great  as  unduly  to  react  against  any  appUcation  to  the 
new  Congress  for  protection,  and  that  therefore  it  was  up  to  us  to 

fet  those  dyes  made  by  the  Germans  and  delivered  in  the  reparations 
yes  if  it  could  be  done;  it  could  be  done  by  the  Reparations  Com- 
mission enforcing  the  provisions  requiring  the  delivery  of  25  per  cent 
of  the  normal  production. 

Accordingly,  I  was  asked  to  go. over  there  and  find  out  what  they 
were  doing,  see  if  I  could  persuade  the  Reparations  Commission 
to  enforce  normal  production  so  as  to  insure  the  suppUes  of  those 
essential  dyes  and  prevent  the  full  line  forcing  which  would  follow 
their  lack. 

Senator  Moses.  And  did  you  accomplish  that) 

Mr.  Choate.  I  do  not  think  I  did;  I  am  not  sure.  It  is  very  diffi- 
cult to  tell  what  I  accomplished.  I  may  say  this  in  regard  to  the 
amoimt  of  the  fee: 

I  told  them  what  was  the  actual  fact,  that  up  to  the  vacation  of 
that  summer  of  1920  I  had  had  for  three  years  no  opportunity  to 

Jractice  law  in  the  ordinary  sense;  that  since  I  came  out  of  the  Alien 
^roperty  Custodian's  office  my  entire  time  had  been  taken  up  with 
the  Dyes  Institute  work  and  the  work  of  the  Chemical  Foundation; 
that  I  had  had  a  few  weeks  that  autumn  in  which  to  get  back  into  the 
ordinary  practice  and  try  to  get  in  touch  again  with  such  few  clients 
as  I  had  left;  that  I  could  not  possibly  go  for  any  ordinary  fee  or 
under  any  ordinary  circumstances. 

They  asked  me  to  name  a  fee,  and  I  named  one,  telling  them  quite 
frankly  that  I  thought  it  was  an  exorbitant  price  to  pay  for  any  actual 
services  I  could  render;  that  I  thought  it  was  highlj;  improbaole  that 
I  could  secure  any  effective  action  K)y  the  Reparations  Commission, 
and  that  if  they  asked  me  to  go  on  those  terms  they  must  fully  under- 
stand those  facts. 
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They  went  ofiF  to  consider  it,  and  finally  decided  that  they  did  want 
me  to  go.  I  went  and  I  did  the  best  I  could,  and  just  how  far  the 
action  of  the  Reparations  Commission  was  modified  as  the  result  of 
my  representations,  I  do  not  know.  But  I  do  know  that  the  German 
production  of  the  essential  dyes  has  since  been  increased. 

Senator  Moses.  But  the  action  was  modified,  was  it? 

Mr.  Choate.  On  that  I  am  not  able  to  state  at  this  time. 

Senator  Moses.  But,  regardless  of  your  connection  with  it,  it  was 
modified  ? 

Mr.  Choate.  I  think  so. 

Senator  Moses.  And  you  think  you  are  entitled  to  take  some 
credit  ? 

Mr.  Choate.  I  do  not  know. 

Senator  Moses.  I  think  you  are,  because  otherwise  there  would  be 
nobody  who  could  enforce  any  treaty,  and,  if  you  will  pardon  me,  you 
are  the  one  person  in  the  world  who  would  be  able  to  do  it. 

Mr.  Choate.  I  would  not  take  that  credit  to  myself. 

There  was  another  feature  I  was  asked  to  undertake  at  the  time : 
The  military  clauses  of  the  treaty  gave  both  to  the  Allied  Supreme 
Council  and  to  the  Reparations  Commission  certain  powers  m  the 
way  of  control  over  the  German  chemical  works,  and  powers  to  compel 
disclosure.  Everybody  seemed  to  regard  it  as  of  the  most  vital  con- 
sequence to  this  country,  as  well  as  to  every  country  concerned  with 
the  treaty,  that  disclosures  should  be  made  and  that  control  should 
be  exercised.  By  certain  protocols  which  had  been  entered  into  the 
Reparations  Commission  nad  apparently  given  up  certain  of  the 
powers  granted  bj  those  sections,  and  1  was  instructed  to  consult 
with  the  persons  m  England  who  were  most  interested — ^Lord  Moul- 
ton,  who  was  in  charge  of  explosives  during  the  war  for  the  British 
Government,  and  Su*  Henry  Birchenoucn— and  see  if  anything 
could  be  done  toward  stiflFening  up  the  Allies  in  utilizing  the  powers 
given  under  those  sections.  1  made  two  trips  to  England  to  con- 
sult with  Lord  Moulton  and  Sir  Henry  Bircnenouch,  and  reported 
as  to  what  they  said.  Whether  anything  has  been  done  along  those 
lines  since  history  does  not  yet  relate. 

Senator  Smoot.  In  the  Daily  News  Record  of  to-day  I  notice 
here  an  article  based  upon  a  cable  from  Berlin,  in  whicn  it  states 
that  the  Germans  plan  to  have  a  dye  plant  here,  or,  in  other  words, 
in  reading  the  article  I  judged  the  writer  thinks  he  has  evidence  suffi- 
cient to  justify  the  statement  that  the  German  cartel  intends,  if 
the  embargo  becomes  a  law,  to  purchase  a  plant  here  in  the  United 
States  and  run  a  chemical  industry  here.  Have  you  heard  anything 
of  it? 

Mr.  Choate.  I  have  not. 

Senator  Smoot.  What  do  you  think  about  it  ? 

Mr.  Choate.  I  think  it  depends  entirely  upon  what  they  think 
is  the  best  investment  of  such  capital  as  they  can  raise  for  such 
piu'poses.  The  disadvantage  under  which  they  would  be  working 
m  tne  way  of  the  establishment  of  such  a  business  with  the  present 
depreciated  mark  would  be  so  great  that  I  should  think  they  would 
hesitate  about  it  very  seriously.  Otherwise,  of  course,  it  would 
be  the  natural  thing  for  them  to  do. 

Senator  Smoot.  Well,  if  they  maniifacture  it  in  this  coimtry  the 
mark  would  have  nothing  to  do  with  it,  if  we  have  that  embargo  on 
dyestuffs. 
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Mr.  Choate.  Tliey  would  have  to  pay  for  the  factory,  and  they 
can  not  do  that  without  satisfactory  money,  and  if  they  have  any 
real  money  in  this  country  it  must  be  so  valuable  to  them  for  many 
other  purposes  I  should  think  they  would  hesitate  to  put  it  into 
what  is,  after  all,  a  speculative  undertaking. 

The  Chairman.  Is  there  any  other  member  of  the  committee 
desiring  to  address  any  inquiry  to  Mr.  Choate)  Have  you  any 
further  statement  to  make,  Mr.  Choate  1 

Mr.  Choate.  I  want  to  make  a  little  additional  statement  in 
regard  to  the  Chemical  Foundation. 

1  want  to  reiterate  what  can  not  be  reiterated  too  often,  that  the 
Chemical  Foundation  has  absolutely  no  control  over  the  dye  business, 
and  can  not  exercise  any  control  over  the  dye  business.  There  is  a 
most  widespread  misapprehension  as  to  its  powers,  in  that  connec- 
tion, and  I  think  the  best  thing  I  can  do  to  snow  you  how  little  effect 
it  can  possibly  have  over  the  dye  business  is  to  show  you  what  has 
happened  since  the  beginning.  Under  our  licenses  from  the  b^in- 
ning  to  the  1st  of  July,  1921,  1,006,700^  pounds  of  dyes  have  been 
manufactured.  That  total  is  stated  to  me  to  be  exactly  1.14  per 
cent  of  a  year's  production  in  the  United  States. 

Senator  Smoot.  That  is  manufactured  by  whom? 

Mr.  Choate.  By  everybody  who  is  manufacturing  under  our 
patents  in  this  country. 

Two  and  one-third  years  of  production  under  our  patents  by  all 
who  are  manufacturing  under  tnem  equals  less  than  1.14  per  cent  of 
the  total  dye  production  for  a  single  year. 

Senator  Smoot.  That  is  in  weight? 

Mr.  Choate.  In  pounds. 

Senator  Smoot.  But  not  in  value  ? 

Mr.  Choate.  No;  in  value  it  is  probably  higher. 

Senator  Smoot.  A  great  deal  higher? 

Mr.  Choate.  In  the  case  of  imports  the  total  number  of  pounds 
of  dyes  imported  on  which  the  (jhemical  Foundation  has  received 
royalty  to  aate  is  106,943  pounds,  out  of  a  total  of  1,078,396  pounds 
imported  into  the  country  during  the  same  time;  that  is  less  than 
1.45  per  cent. 

Senator  Moses.  How  much  was  the  total  of  imports — about 
1,100,000  pounds? 

Mr.  Choate.  About  1,100,000  pounds. 

Senator  Moses.  Did  vou  see  an  article  in  which  Mr.  Garvan  is 
quoted  as  saying  that  the  net  profits  of  the  foundation  has  been 
$73,000? 

Mr.  Choate.  If  there  was  such  an  article,  it  must  have  contained  a 
mistake.  There  have  been  no  net  profits  of  the  foundation,  because 
the  foundation  has  a  deficit  of  $123,465.50 — that  is  the  loss  since 
the  beginning  of  the  company. 

Senator  Moses.  How  many  salaried  officers  are  there  in  the  com- 
panv,  do  you  know? 

mr.  Choate.  I  think  there  is  one  salaried  officer  only.  Mr.  Garvan 
has  never  received  a  cent  and  never  can  receive  a  cent.  Mr.  Corbett 
originally  served  without  compensation,  but  when  Mr.  McKay  resigned 
it  was  found  absolutely  necessary  to  have  a  whole-time  mani^er  to 
do  the  work,  and  accordingly  Mr.  Corbett  receives  a  salary. 
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Senator  Moses.  Does  the  counsel  for  the  foundation  serve  without 
pay? 

Mr.  Choate.  By  no  means.  The  counsel  serves  under  ordinary 
conditions.  I  would  be  glad  to  state  what  I  have  received  at  various 
times,  if  you  would  like  to  know. 

Senator  Moses.  I  am  not  interested  in  your  private  affairs. 

Senator  La  Follette.  What  is  Mr.  Corbett's  salary? 

Mr.  Choate.  $15,000.  Mr.  Corbett  was  vice  president  of  the  Cen- 
tral Union  Trust  Co. 

The  Chairman.  Is  there  anything  further,  Mr.  Choate? 

Mr.  Choate.  Yes;  I  would  like  5)  reiterate  that  the  organization 
of  the  Chemical  Foundation  has  been  such  as  to  make  absolutely 
certain  that  it  can  not  be  used  by  any  interest  connected  with  the 
chemical  industry  or  with  the  textile  industry  for  any  improper 
purpose.  It  can  not  be  used  for  profit  making;  it  can  not  produce 
pronts  for  anybody  except  for  the  retiun  of  6  per  cent  on  the  capital 
necessarily  invested  in  order  to  accomplish  its  purposes. 

The  Chairman .  You  have  no  further  statement  at  all  to  make? 

Mr.  Choate.  No. 

Senator  McLean.  Do  you  think  Mr.  Garvan  should  be  called  on, 
Mr.  Choate  ? 

Mr.  Choate.  I  think  he  would  be  only  too  delighted  to  be  called 
and  give  you  any  information  he  can,  if  you  wish  it.  The  books  are 
absolutely  open.  I  have  a  statement  here  of  every  disbursement  the 
foundation  has  made,  certified  by  public  accountants,  and  I  should 
be  very  glad  to  put  it  in,  to  show  you  exactly  what  the  foundation 
has  done  from  the  beginning. 

I  might  also  say  that  the  book  Creative  Chemistry  was  not 
written  for  the  foundation,  was  unknown  to  the  foundation  until 
long  after  published,  and  was  discovered  quite  by  accident. 

The  Chairman.  If  there  are  no  other  witnesses  for  to-day,  as  the 
chairman  is  informed 

Senator  Dillingham  (interposing) .  Do  I  understand  that  that 
statement  is  to  go  into  the  record  ? 

Mr.  Choate.  The  whole  of  the  statement  ?  I  suppose  it  is  too 
bulky. 

I  should  state  that  there  is  a  very  important  witness  yet  to  be 
presented.  At  Senator  Watson's  request,  we  reauested  Dr.  Bogert 
to  come  here,  and  he  has  come  all  the  way  from  Maine. 

The  Chairman.  All  right;  we  will  hear  him. 

STATEMENT  OF  DB.  MABSTON  TAYLOR  BOGEBT,  PBOFESSOB  OF 
OBQANIC  CHEMISTBY  AND  SBNIOB  PBOFESSOB  OF  THE  DEPABT- 
MENT  OF  CHEMISTBY,  COLTJMBIA  TJNIVEBSITY,  NEW  YOBK  CITY. 

The  Chairman.  Doctor,  will  you  step  up  to  the  committee  table 
and  address  the  committee,  if  you  please  ?     What  is  your  full  name  t 

Dr.  BoGERT.  My  full  name  is  Marston  Taylor  Bogert. 

The  Chairman.  You  are  a  professor  where  and  of  what  ? 

Dr.  BoGERT.  I  am  professor  of  organic  chemistry  and  senior  pro- 
fessor of  the  department  of  chemistry  of  Columbia  Univeraity. 

The  Chairman.  You  made  a  statement  in  the  previous  hearirigs, 
did  you  not,  doctor? 
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Dr.  BoGERT.  I  did,  Senator.  May  I  add  to  those  qualifications 
one  or  two  additional  words,  Mr.  Chairman  ? 

The  Chairman.  Certainly.  Before  you  do  that  I  would  like  to 
ask,  have  you  anything  to  call  to  the-  attention  of  the  conmiittee 
to-day  over  and  above  what  is  contained  in  your  testimony  hereto- 
fore given  ? 

Mr.  BoGERT.  I  am  somewhat  in  doubt,  Mr.  Chairman,  as  to  just 
the  lines  along  which  Senator  Watson  wished  to  have  me  testify. 
I  have  just  come  oflF  the  train  from  Maine. 

The  Chairman.  The  committee  has  no  information  on  that  point. 

Mr.  Choate.  I  think  I  can  suggest  in  a  general  wav  what  Senator 
Watson  had  in  mind  when  he  spoke  about  obtaining  tne  testimony  of 
Dr.  Bogert.  There  was  some  testimony  here  to  me  effect  that  the 
statement  that  the  dye  industry  was  necessary  to  national  defense 
was  so  intimately  connected  with  the  manufacture  of  explosives  and 
poisonous  gases  as  to  be  essential  to  the  preparedness  of  the  country 
was,  in  colloquial  language,  all  bunk.  I  think  Senator  Watson 
thought  vou  knew  as  much  about  it  as  anybody  living. 

There  nas  also  been  a  serious  controversy  here  as  to  whether  tariff 
rates  will  protect  the  80  per  cent  or  so  of  staple  dyes  which  are 
effectively  made  in  this  country  to-day,  in  view  with  their  con- 
nection with  other  products  under  manufacture,  and  I  think  the 
Senator  had  an  idea  you  could  give  some  effective  information  as  to 
the  relation  between  products  and  products  with  something  which 
would  tend  to  show  that  you  can  not  protect  any  one  group  of  products 
in  this  industry  if  you  leave  the  rest  open  to  attack. 

The  Chairman.  You  requested  Senator  Watson  to  have  Dr. 
Bogert  come  ? 

Mr.  Choate.  No^  did  not,  Senator. 

Senator  Moses.  Have  vou  any  idea  if  the  committee  intends  to 
leave  any  part  of  the  industry  open  to  attack? 

Mr.  Choate.  I  do  not  know.  I  think  perhaps  I  should  put  it 
in  this  way,  that  the  proposition  was  that  if  80  per  cent  could  be 
effectively  protected  it  would  not  matter  whether  the  other  20  per 
cent  was  ineffectuallv  protected  or  not;  that  is  about  the  size  of  it. 

Senator  Smoot.  No  thought  of  that  was  in  my  mind.  I  very  much 
prefer  to  put  an  embargo  on  the  20  per  cent  than  I  would  upon  no 
per  cent;  and  there  is  no  need  of  an  embargo  on  the  80  per  cent,  in 
my  opinion,  and  I  think  I  can  demonstrate  it  beyond  a  question  of 
a  douDt. 

The  Chairman.  Doctor,  are  those  matters  that  Mr.  Choate  has 
referred  to  contained  in  your  statement  already  made? 

Dr.  Bogert.  Some  of  them  are,  Mr.  Chairman. 

The  Chairman.  Then,  if  you  will  go  on,  Doctor,  in  your  own  way— 
we  want  to  adjourn  pretty  soon.  I  think  the  conmiittee  is  fully 
impressed  with  the  importance  of  the  military  phase  of  the  subject, 
so  that  will  hardly  require  elaboration;  and  if  you  will  go  on  we  will 
be  glad  to  hear  you. 

Dr.  Bogert.  I  think,  Mr.  Chairman,  the  committee  may  perhaps 
wish  to  obtain  some  more  specific  information  concerning  the  rela- 
tion  

The  Chairman.  All  right;  proceed.  Doctor. 

Dr.  Bogert  (continuing) .  Of  the  dye  industry  to  other  industries. 

The  Chairman.  We  wiU  not  attempt  to  restrict  you. 
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Dr.  BoGEBT.  I  would  like  to  add  in  connection  vrith  qualifications, 
Mr.  Chairman,  the  fact  that  I  was  a  colonel  in  the  Chemical  Warfare 
Service  and  was  acting  director  of  the  ^as  service  at  the  time  of  its 
incorporation  with  other  units  under  Maj.  Gen.  Sibert  as  the  Chemical 
Warfare  Service;  and  that  I  have  had  considerable  experience  in  the 
dye  industry. 

The  phases  which  it  has  seemed  to  me  would  be  of  interest  to  the 
committee  were  those  which  illustrate  the  dependence  of  other 
industries  upon  the  dye  industry;  that  is  to  say,  the  manufacture  of 
synthetic  drugs,  the  manufacture  of  synthetic  perfume  material,  the 
manufacture  of  photographic  chemicals;  the  intermediates  and  manu- 
factured products  of  the  synthetic  dye  industry  are  such  as  to 
lend  themselves  to  the  immediate  manufacture  of  certain  of  these 
other  products  of  which  I  have  spoken.  I  shall  be  glad  to  ^ve  the 
^committee  more  specific  detailed  information,  if  they  so  desu*e. 

The  Chairman.  Does  any  member  of  the  committee  desire  to 
itddress  any  inquiries  to  the  doctor  ? 

Senator  Smoot.  It  has  bien  covered  pretty  well. 

Senator  McLean.  Let  him  proceed. 

Dr.  BoGEBT.  There  is  one  other  feature  that  I  think  has  not  been 
touched  upon  sufliciently,  Mr.  Chairman,  and  which  concerns  the 
educational  institutions  very  vitally,  and  that  is  the  effect  of  the 
development  of  the  synthetic  dye  industry  in  this  country  upon  the 
•chemical  department  of  our  imiversities.  I  am  speaking  as  an 
educator  ana  as  professor  of  organic  chemistry.  The  synthetic  dye 
industry  in  Germany,  for  example,  has  been  the  principal  fosterer  of 
chemical  research  and  development,  as  it  has  been  here  in  the  past 
few  years.  Any  iniury  to  that  industry  in  this  country  means  an 
immediate  and  vital  injury  to  the  chemical  departments  of  all  of  our 
higher  institutions  of  learning. 

The  best  market  for  highly  trained  oi^anic  chemists  is  the  syn- 
thetic dye  industry.  There  are  few  industries  where  equally  high 
technique  and  skill  are  required. 

At  tne  close  of  the  war,  as  a  result  of  the  prominence  into  which 
the  chemical  industry  and  chemistry  had  come,  there  was  an  imme- 
<diate  and  very  rapid  increase  in  the  number  of  students  seeking 
higher  education  in  chemistry  and  training  as  investigators.  That  is 
beginning  to  fall  off  alreadjr,  as  a  result  of  the  uncertainty  of  the 
-situation  so  far  as  our  dye  industry  is  concerned,  and  I  submit  to 
you,  gentlemen,  that  there  is  no  more  important  matter,  no  more 
important  product  for  this  coxmtry,  no  more  important  industry  than 
that  of  turning  out  highly-trained  scientific  men.  That  group  of 
'expert  chemists  is  going  to  be  very  seriously  depleted  if  the  dyestuff 
inaustry  is  injured  to  such  an  extent  that  it  must  curtail  its  research 
department,  and  that  has  already  be^n. 

Senator  Smoot.  Nobody  wants  to  injure  the  dye  industry  of  the 
-country.  Are  you  prepared  to  say  what  is  the  necessary  rate  of  duty 
to  put  upon  these  different  articles? 

Dr.  BoGEBT.  The  exact  duties  ? 

Senator  Smoot.  Yes;  to  protect  them. 

Dr.  BoGERT.  No;  I  am  not. 

Senator  Smoot.  Are  you  interested  in  the  question  of  keeping  it 
in  operation  so  that  you  can  have  more  students  go  to  these  colleges 
of  the  country  and  learn  this  business  ? 
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Dr.  BooERT.  I  am  interested  in  three  directions.  Senator.  In  the 
first  place,  as  an  industrialist,  to  see  that  this  vital  industry  is  main- 
tained in  our  country;  in  the  second  place,  as  -one  fanuliar  with 
chemical  warfare,  who  knows  that  the  safety  of  his  country  is  at 
stake,  and  that  chemical  warfare  is  impossible  without  a  fmly  de- 
veloped synthetic  dye  industry;  in  the  third  place,  as  an  educator 
who  is  concerned  about  the  progress  of  chemical  research  and  chem- 
ical development,  and  who  is  sure  that  in  that  field  also  a  very  serious 
injury  will  be  effected  by  any  injury  to  the  synthetic  dye  business. 

Senator  Smoot.  But  it  makes  no  difference  to  you  if  the  dvo  indus- 
try is  protected  and  maintained  in  this  country  whether"  through 
protection  or  whether  through  embargo  ? 

Dr.  BoGEBT.  It  does  not,  sir;  I  am  not  competent  to  express  an 
opinion  on  that  point.  As  an  investigator  and  as  a  chenust  I  am 
fully  familiar  with  the  interrelations  of  these  products,  and  I 
appreciate  from  30  years'  consideration  of  the  subject  how  vitt^Uy 
our  progress  and  prosperity  are  wrapped  up  in  this  whole  question, 
and  1  am  concerned  as  an  American,  Senator,  to  see  that  American 
chemical  industry  secures  the  first  and  foremost  place  in  the  world 
in  this  important  field. 

Senator  Smoot.  Every  one  of  the  committee  is  as  much  interested, 
I  suppose,  as  you  in  seemg  it  maintained. 

Dr.  BoGERT.  I  hope  so,  sir.  But  having  followed  it  for  30  years, 
I  can  see  clearly  the  various  directions  in  which  this  touches  all  the 
life  of  the  community,  and  as  between  the  possibility  of  our  falling 
into  the  hands  of  Germany  or  paying  an  additional  price  over  here — 
I  would  very  gladly  pay  ]00  per  cpnt  profit  to  anybody  here  for  the 
sake  of  maintaining  this  American  industry. 

Senator  McLean.  You  do  not  think  it  is  worth  while  for  us  to  take 
any  chances  ? 

Dr.  BoGEBT.  I  would  say  this,  as  an  American,  Senator 

Senator  McLean.  If  we  Imow  the  embargo  will  work  and  we  do  not 
know  whether  the  tariff  will  work,  you  would  prefer  an  embargo  ? 

Dr.  BoGERT.  The  only  thing  I  ask,  as  an  American  citizen,  standing 
here,  is  that  if  there  is  any  uncertainty  in  this  matter  as  to  what  is 
^oing  to  protect  American  industry,  to  give  us  the  benefit  of  the 
doubt,  and  not  in  any  way  jeopardize  the  progress  and  safety  of 
our  land,  or  in  any  way  give  an  advantage  to  a  nation  that  we  know 
will  do  everything  in  its  power  to  overthrow  our  industry 

Senator  Smoot  (interposing).  You -think,  then,  that  where  America 
is  exporting  more  of  an  article  than  Germany  is  exporting,  that  we 
should  have  an  embargo,  do  you  ? 

Dr.  BoGERT.  Yes,  certainly;  because  the  reason  we  are  or  were 
exporting  more  than  Germany  was  simply  due  to  exceptional  condi- 
tions. If  you  will  look  at  this  curve  at  the  present  time,  you  will 
see  that  it  has  fallen  right  off.  In  China,  for  example,  the  competi- 
tion with  Germany  is  just  beginning  to  be  felt. 

Senator  Smoot.  That  is  on  account  of  the  business  of  the  world 
falling  off.  There  is  not  any  business  but  what  has  fallen  off,  and  the 
curve  in  that  regard  is  not  more  rapid  than  the  curve  of  every  business 
in  the  United  States. 

Dr.  BoGERT.  On  that  question,  Senator,  I  would  refer  you  to  the 
opinion  of  the  United  States  Tariff  Commission,  in  their  Census  of 
Dyes  and  Coal  Tar  Chemicals,  1920,  page  44,  where  the  following 
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occurs:  "Although  this  decrease  may  be  attributed  to  general 
business  depression,  it  may  be  largely  accounted  for,  however, Tby  the 
fact  that  German  dyes — either  directly  or  through  reexport  of  repara- 
tion dyes — have  Again  made  their  appearance  in  the  pnncipal  export 
markets,  such  as  Cnina,  India,  and  Japan.  The  result  has  been  that 
the  United  States  has  lost  by  far  the  larger  part  of  her  export  trade 
in  dyes  in  these  markets." 

The  Chairman.  Have  you  anything  further  to  state  to  the  com- 
mittee ? 

Dr.  BoOERT.  Not  unless  there  are  some  questions  concerning  the 
bearing  of  these  matters  on  chemical  warfare. 

Senator  Dillingham.  I  would  like  to  hear  you  on  that  subject, 
Doctor. 

Dr.  BoGERT.  Senator,  I  would  be  glad  to  explain  the  relations  of 
one  or  two  of  these  compounds. 

Senator  Dillingham.  Do  so  as  briefly  as  you  can,  but  I  would  like 
your  opinion  on  that  subject. 

Dr.  boGERT.  Upon  the  subject  of  chemical  warfare,  there  is  no 
question  but  that  future  wars  are  going  to  be  fought  largely  with 
cnemical  weapons  and  in  so  far  as  tne  connection  between  the  dye- 
stuff  industry  and  chemical  warfare  is  concerned  I  might  take  one  or 
t\vo  instances: 

Before  the  war  in  the  manufacture  of  synthetic  indigo  it  was 
necessary  to  manufacture  large  amounts  of  what  are  known  as  chlor- 
acetic  acid,  and  to  prepare  that  chlorine  new  methods  had  to  be  de- 
vised. When  the  war  broke  out  there  were  available,  therefore,  in 
the  German  factories  very  large  amounts  of  this  liquid  chlorine; 
there  was  also  available  what  is  called  phosgene,  which  had  been  made 
also  for  the  dyestuff  industry.  One  reason  why  chemical  warfare  was 
started  by  the  Germans  was  because  they  had  the  material  available. 
The  effectiveness  with  which  thcT  used  it  is  familiar  to  all.  That 
phosgene  was  a  nonnal  product  oi  the  dyestuff  factory. 

Mustard  gas  was  another  one  of  the  materials  developed  in  the 
synthetic  dye  factories.  Practically  all  of  the  gases  used  m  the  war 
were  products  of  synthetic  dye  factories.  They  were  developed  by 
the  same  technique,  by  the  same  skill  as  was  necessary  for  the  pro- 
duction of  the  dyes  themselves,  and  without  a  group  of  men  so  tramed 
it  will  be  impossible  at  the  beginning,  shoula  we  ever  have  another 
war,  to  manufacture  either  an  adequate  amount  of  explosives  or  of 
any  other  chemical  warfare  munitions. 

Senator  McLean.  Assuming  that  the  wars  of  the  future  will  be 
industrial  wars— we  hope  it  will  be  confined  to  industrial  wars — 
they  will  be  pretty  fiercely  fought,  will  they  not,  and  defeat  will  be 
disastrous  ? 

Dr.  Bogert.  Each  succeeding  war,  Senator,  qualitatively,  if  not 
quantitatively,  will  be  more  terrible  than  its  predecessors. 

Senator  McLean  (interposing).  And  it  is  important  for  us,  if  we 
expect  to  maintain  our  standing  of  living,  to  constantly  improve  our 
processes  of  manufacture  ?  We  have  got  to  do  it,  and  the  two 
classes  of  men  who  will  do  it  for  us  are  the  mechanics  and  the  chemists. 

And  the  more  we  can  stimulate  private  capital  to  maintain  and 
employ  the  highest  talent  in  creative  chemistry,  the  more  we  will 
demonstrate  our  wisdom;  and  if  we  fail  to  do  it,  it  will  be  the  height 
of  folly. 
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Senator  Smoot.  Then  we  better  have  an  embargo  on  everything, 
and  say  nothing  can  come  into  the  country,  and  then  we  are  all  right. 

Dr.  iBooERT.  May  I  read,  Mr.  Chairman,  just  a  brief  statement 
from  Germany?  Not  very  long  ago  one  of  the  most  distinguished 
chemical  engineers  wrote  as  follows  [reading]: 

When  the  question  is  asked  why  the  chemical  industry  of  other  lands,  still  more 
favored,  perhaps,  by  nature,  has  in  the  end  been  surpassed  by  the  Germans,  the 
answer  is  that  Germany  has  had  the  good  fortune  to  call  her  own  a  number  of  the 
greatest  intellects  in  the  domain  of  pure  scientific  research,  who  have  <iuickened  the 
pace  of  theoretical  chemistry.  But,  as  before  stated,  it  is  the  latter  which  constitutefl 
the  vital  element  of  chemical  manufacture.  Only  the  land  which  some  day  will 
assume  the  leadership  of  pure  scientifical  investigation  will  also  be  in  position  to 
snatch  from  German  chemical  industry  the  palm  to  which  it  is  at  present  entitled. 

I  am  pleading  for  the  encouragement  and  development  of  a 
group  of  scientific  experts  who  will  make  that  possible  in  this  country. 

Mr.  Choate.  What  is  that  an  excerpt  from? 

Dr.  BoGERT.  That  is  from  the  report  of  a  German  chemical 
committee. 

The  Chairman.  Doctor,  if  you  have  concluded  and  no  further 
inquiries  are  desired  to  be  addressed  to  yon,  the  committee  having 
exhausted  all  the  witnesses  for  to-day,  will  adjourn  to  meet  Monday 
morning  at  half  past  10  o'clock,  when  other  gentlemen  will  be  heara 
on  this  embargo  proposition.  *  which  we  hope  will  be  concluded  on 
that  day. 

(Thereupon,  at  12.50  o'clock  p.  m.,  the  committee  adjourned  to 
meet  Monday,  August  8,  1921,  at  10.30  a.  m.) 

Monday,  Augast  8,  1921. 

The  committee  met,  pursuant  to  adjournment,  in  room  312,  Senate 
Office  Building,  at  10.30  o'clock  a.  m..  Senator  Boies  Penrose  pre- 
siding. 

Present:  Senators  Penrose  (chairman),  McCumber,  Smoot,  La 
FoUette,  Dillingham,  McLean,  Watson,  and  Simmons. 

The  Chairman.  The  committee  will  come  to  order.  The  imder- 
standing  is,  as  I  am  informed,  that  we  begin  with  Mr.  Metz  this 
morning. 

Mr.  Metz,  are  you  prepared  to  continue  your  views  before  the 
committee  ? 

Mr.  Metz.  Yes,  sir. 

The  Chairman.  In  that  case,  you  will  please  proceed. 

STATEliENT  OF  HERMAN  A.  METZ,  FBESIDENT  OF  THE  CON- 
SOLIDATED COLOB  A  CHEMICAL  CO.— Resumed. 

Mr.  Metz.  I  want  to  try  to  rem^ember  the  injunction  of  Senator 
McCumber  that  I  speak  more  slowly  and  give  the  stenographer  a 
chance;  and  for  that  purpose  I  spent  the  tmie  since  I  left  here  in 
putting  my  thoughts  down  on  paper.  I  do  not  want  to  take  up 
time  in  reading  all  that  I  have  here.  I  covered  the  points  of  previous 
testimony. 

The  Chairman.  You  may  state  concisely  what  you  have  and  then 
we  will  print  the  paper. 

Mr.  Metz.  Suppose  I  take  the  main  points  out  of  what  I  have  here 
and  leave  the  rest  to  be  printed,  because  I  want  to  place  myself  at 
the  disposal  of  this  committee  to  answer  any  questions  that  you 
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care  to  ask.  I  have  brought  with  me  samples.  I  am  prepared  to 
give  vou  the  cost  of  production.  I  have  the  full  details  that  you 
askea  for,  and  I  am  glad  to  submit  them.  I  would  rather  take  up 
the  time  in  that  way  than  in  really  going  over  the  testimony  that 
has  been  given.  If  that  suits  the  committee,  I  think  we  can  save 
time.  I  presume  that  you  are  after  facts,  and  I  want  to  give  you 
those  that  I  have. 

Senator  La  Follette.  You  fall  right  into  the  habit  of  speaking 
very  rapidly  if  you  do  not  stick  closely  to  your  paper. 

Mr.  Metz.  I  think  that  is  a  great  fault  that  1  have,  Senator. 

Senator  La  Follette.  Maybe  we  will  save  time  if  you  will  follow 
your  manuscript. 

Mr.  Metz.  All  right.  Senator.  If  you  want  to  break  into  it  at 
any  time,  I  am  willing  to  have  you  do  so. 

Gentlemen,  I  am  grateful  for  the  opportunity  of  being  heard  again, 
and  regret  I  was  not  present  to  hear  Mr.  Choate's  testimony  on 
Saturday.  .  I  improved  the  opportunity  to  go  back  to  New  i  ork 
and  look  up  some  facts  and  figures  whicn  I  am  sure  will  be  of  interest 
to  you.  Unfortunately,  this  being  the  vacation  season  for  all  man- 
kind except,  apparently,  Members  of  Congress  and  Senators,  I  could 
not  get  all  the  data  I  wanted,  as  some  of  my  staff  were  off  on  week- 
end holidays. 

Before  taking  up  these  matters,  I  want  to  ask  your  pardon  and 
permission  to  revert  to  Friday's  hearing  and  some  of  the  statements 
made  by  Mr.  Choate.  He  took  occasion  to  say  that  I  have  fought 
this  licensing  and  embargo  style  of  protection  devised  by  himself 
with  some  oAhe  dye  mak^  f o/the  la^tV  years,  and  that  /was  even 
on  the  floor  of  the  House  when  the  clause  was  stricken  from  the  bill; 
the  insinuation,  of  course,  being  that  I  had  used  or  misused  my  privi- 
lege as  a  former  Member  of  Congress.  I  need  not  assure  you  gentle- 
men that  I  am  not  in  the  habit  of  abusing  a  courtesy  or  pnviWe,  and 
therefore  did  not  attempt  to  influence  the  vote  of  any  lifomber, 
although  I  will  confess  that  I  did  write  and  send  printed  matter,  such 
as  I  have  here,  to  various  Members,  who  wrote  me  they  were  glad 
to  get  the  real  facts  from  one  who  knew  them,  and  in  whose  judgment, 
based  on  past  experience,  they  had  faith.  I  was  also  told  by  many 
that  they  were  against  the  plan,  but  before  knowing  the  details  thev 
had  been  looked  up  and  pledged  bv  gentlemen  high  in  the  councils 
of  their  party,  in  one  case  no  less  than  a  former  Ueu tenant  governor 
of  their  otate,  who  appeared  as  coxmsel  for  those  in  interest,  therefore 
they  voted  for  the  embargo  and  its  other  unusual  and  obnoxious 
features  with  regret,  and  apologized  to  me  for  doing  so;  but  knowing 
that  I  understood  the  nature  of  a  political  promise,  they  explained 
the  situation.  Therefore,  if  Mr.  Choate  intended  to  convey  any 
lobbying  on  my  part,  I  would  like  to  ask  him  for  the  names  ana  num- 
ber of  tne  men,  business,  professional,  poUtical,  and  just  plain  lobby- 
ists, who  have  been  hangmg  around  Washington  for  over  two  years 
trying  to  put  this  thing  over  and  who  paid  for  their  time  and  expenses. 
I  think  it  would  fill  quite  a  good-sized Tbook.  They  have  been  rehears- 
ing it  so  long  and  telling  it  to  each  other  so  often  that  I  think  some  of 
them  really  believe  it.  I  am  proud  to  know  that  my  many  friends 
and  former  colleagues  on  the  other  side  of  the  Capitol  seem  glad  to 
see  me  at  all  times,  and  I  feel  that  I  can  say  the  same  for  many  of 
the  gentlemen  on  this,  the  Senate,  side. 
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If  it  is  any  satisfaction  to  Mr.  Choate,  I  don't  mind  telling  him  that 
I  was  on  the  House  side  again  last  Friday,  and  even  lunched  with 
Mr.  Longworth,  despite  the  great  difference  of  opinion  we  have  on 
the  dye  question.  It  may  grieve  Mr.  Choate  to  know  that  Mr.  Long- 
worth  even  stuck  me  for  the  luncheon,  showing  that  he  did  not  resent 
mv  opposition,  and  did  not  hesitate  to  discuss  the  question  with  me. 
I  nave  been  fighting  this  innovation  in  protection  ever  since  the  day 
it  was  first  sprung  on  me  at  the  hearing  before  the  Ways  and  Means 
Committee  over  two  years  ago. 

When  Chairman  Fordney  asked  me  to  express  my  views  on  the  bill 
then  before  the  committee  the  licensing  system  was  no  part  of  it.  It 
was  sprung  that  day  as  a  new  proposition,  and  the  commission  to  do 
the  licensing  was  the  same  little  cliaue  which  has  hobnobbed  with 
Mr,  Choate  in  the  Dyes  Institute,  the  War  Trade  Board  Advisory  Com- 
mittee, the  Chemical  Foundation,  and  the  Textile  Alliance  Advisory 
Committee,  with  two  or  three  reputable  textile  men  added  to  give  it  a 
tone  of  respectability.  I  had  seen  so  much  of  the  gum-shoe  methods 
of  this  coterie  that  t  immediately  suggested  that  if  there  was  to  be 
licensing  it  should  be  done  by  a  Government  body,  not  a  committee 
of  competitors,  and  suggested  the  Tariff  Commission. 

I  was  sent  for  by  the  members  of  the  Ways  and  Means  Committee, 
and  because  of  my  testimony  that  Mr.  Garvan,  then  Alien  Property 
Custodian,  and  Mr.  Choate^s  chief  in  that  office  and  in  the  Chemical 
Foundation,  demanded  the  surrender  of  two  more  of  my  companies 
as  German  owned,  in  addition  to  the  one  he  had  already  seized,  and 

£ut  his  directors  in  on  the  strength  of  the  investigation  conducted  by 
[r.  Choate,  which  cost  me  $30,000  for  his  auditors  and  henchmen  to 
make,  all  in  an  effort  to  put  me  out  of  business,  because  I  wouldn't 
fall  in  with  their  schemes  and  help  them  to  loot  the  representatives  of 
the  German  chemical  manufacturers. 

Senator  La  Follette.  Just  read  that  part  over  again.  You  are 
going  so  fast  that  it  is  impossible  to  follow  you.  It  seems  to  me 
that  it  may  indicate  the  somewhat  partial,  instead  of  impartial, 
character  of  these  \^ntnesses  who  have  been  presenting  before  the 
committee  their  high  standards  of  patriotism. 

(The  paragraph  referred  to  by  Senator  La  Follette  was  thereupon 
read  by  the  ^vitness  as  above  recorded.) 

Senator  La  Follette.  What  time  was  this  ? 

Mr.  Metz.  August,  1919. 

Senator  La  Follette.  Wlien  did  you  testify  ? 

Mr.  Metz.  In  1919. 

Senator  La  Follette.  How  long l)ef ore  they  sent  for  you  had  you 
given  this  testimony? 

Mr.  Metz.  Within  a  few  days. 

Senator  La  Folleite.  What  was  the  first  tiling  that  they  said  to 
you  upon  this  subject  as  soon  as  you  met  them  after  their  sending 
for  you  ? 

Mr.  Metz.  Well,  I  have  got  to  go  back  to  the  fii-st,  just  before  the 
armistice. 

Senator  La  Follette.  Wliy  do  you  have  to  go  back  to  that  to 
explain  what  occurred  there  ? 

Mr.  Metz.  Because  they  had  already  seized  one  company  from  me. 

Senator  La  Follette.  I  know.  I  will  get  back  to  tnat;  but! 
want  to  get  this,  now,  because  it  is  connected  with  your  statement. 
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Mr.  Metz.  Congressman  Moore  was  questioning  some  witnesses  in 
regard  to  the  Chemical  Fomidation.  I  got  a  telegram  to  come  to 
Washington  to  see  Mr.  Moore.  I  think  the  telegram  came  from 
Senator  Calder.     I  came  down,  and  Mr.  Moore  asked  a  number  of 

Questions  regarding  the  people  who  constituted  the  board  of  the 
hemical  Foundation,  etc. 

Senator  IjA  Follette.  This  is  not  the  interview  with  the  repre- 
sentatives of  the  Chemical  Foundation  who  took  away  your  property  ? 

Mr.  Metz.  There  was  no  interview.  They  simply  sent  for  tne 
papers  afterwards. 

Senator  La  Follette.  I  imderstood  you  to  say  they  sent  for  you 
and  took  away  your  property 

Mr.  Metz.  No;  they  sent  me  notice  and  demanded  the  surrender 
of  two  of  my  comjpanies.  They  were  czars.  If  you  did  not  do  it,  you 
were  German.  Some  of  us  were  not  afraid  of  being  called  Germans, 
at  that. 

Senator  La  Follette.  Let  us  get  that  clearly  on  the  record  as  you 
say  it  occurred.  You  gave  testimony  in  August,  1919,  before  the 
House  committee? 

Mr.  Metz.  The  House  Wavs  and  Means  Committee.  It  is  all  in  the 
House  hearings,  in  that  book  [indicating]. 

Senator  La  Follette.  I  understand.  I  am  not  asking  you  to 
turn  to  it  just  now. 

You  gave  testimony  there  with  respect  to  the  proposed  dye  duty 
or  dye  embargo  ? 

Mr.  Metz.  Yes,  sir. 

Senator  La  Follette.  And  following  your  testimony  the  Chemical 
Foundation,  if  I  understand  you  rightly,  canceled  two  of  your 
licenses  ? 

Mr.  Metz.  No,  sir.     Following  my  testimony  Mr.  Garvan  tele- 

E honed  to  my  counsel  in  New  York  and  told  him  tnat  I  had  been  down 
ere  double-crossing  him. 

Senator  La  Follette.  Were  you  present  when  that  telephone 
message  was  received  ? 

Mr.  Metz.  No,  sir:  but  my  counsel  told  me  that.  He  was  in  New 
York. 

Senator  La  Follette.  Let  us  get  that  just  right  on  the  record. 

Mr.  Metz.  I  was  in  Washington. 

Senator  La  Follette.  You  were  informed  by  your  counsel,  Messrs. 
O'Gorman,  Battle  &  Van  Devere,  that  Mr.  Garvan  had  called  them  on 
the  telephone  and  complained  that  you  had  double-crossed  him  in 
Washington  in  your  testimony  before  the  Committee  on  Ways  and 
Means — and  what  ? 

Mr.  Metz.  And  sent  a  demand  for  the  surrender  of  two  more  of  my 
companies  under  the  alien  property  act. 

Senator  La  Follette.  Were  you  informed  by  your  attorneys  that 
Mr.  Garvan  named  the  companies  ? 

Mr.  Metz.  He  did  name  them  in  the  demand  on  me. 

Senator  La  Follette.  What  were  the  companies  ? 

Mr.  Metz.  H.  A.  Metz  &  Co.  (Inc.),  and  H.  A.  Metz  Laboratories. 

Senator  La  Follette.  Just  describe  the  first  company. 

Mr.  Afetz.  The  first  company  is  a  selling  company,  handling  dye- 
stuffs,  American  or  foreign  or  anything  they  can  get--a  selling  cor- 
poration, pure  and  simple. 
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vSenator  La  Follette.  When  was  it  organized  ? 

Mr.  Metz.  It  was  organized  in  1916, 1  think.  I  have  got  to  go  back 
to  the  full  details  on  this,  the  entire  history.  I  will  do  it  in  a  moment. 
The  laboratories  were  incorporated  about  the  same  year.  They 
manufactured  salvarsan  and  pharmaceutical  preparations. 

Senator  La  FoLLETTfc.  Who  are  the  officers  of  the  company  ? 

Mr.  Metz.  I  am  president  and  practically  entire  owner.  Some  of 
my  associates  are  with  me— my  brother  and  some  people  who  have 
been  in  my  employ  for  years. 

Senator  La  Follette.  Were  there  any  stockholders  or  officers  or 
directors  in  that  company  who  were  foreign  citizens  ? 

Mr.  Metz.  Not  one,  not  even  foreign  bom.  They  were  all  Ameri- 
can-bom citizens,  every  one  of  them. 

Senator  La  Follette.  All  domiciled  in  this  country  ? 

Mr.  Metz.  Always  lived  here,  born  here  and  stayed  here. 

Senator  La  Follette.  What  was  the  name  of  that  company ^ 
again,  please  ? 

Mr.  Metz.  H.  A.  Metz  &  Co.  (Inc.),  a  New  York  State  corporation. 

Senator  La  Follette.  What  was  the  demand  that  your  attorneys 
informed  you  that  Garvan  had  made  upon  you  ? 

Mr.  Metz.  My  attomevs  did  not  inform  me  of  that.  That  demand 
came  to  me  direct  from  the  office,  as  it  always  did. 

Senator  La  Follette.  I  thought  we  were  still  dealing  with  the 
telephone  conversation. 

Mr.  Metz.  It  was  after  that  the  demand  came  to  my  office. 

Senator  La  Follette.  How  soon  after  that? 

Mr.  Metz.  Within  a  few  days.     I  do  not  remember. 

Senator  La  Follette.  Was  the  demand  in  writing  ? 

Mr.  Metz.  Yes;  the  regular  form  of  the  Alien  Property  Custodian. 

Senator  La  Follette.  Did  you  preserve  it?  Have  you  that 
demand  in  your  files  ? 

Mr.  Metz.  It  was  all  in  the  court  papers  in  New  York.  They  are 
all  there.  I  just  went  through  court  on  this  thing  and  beat  them 
out  and  got  possession. 

Senator  La  Follette.  On  what  ground  did  they  demand  the 
surrender  of  that  company  to  the  Alien  Property  Custodian  ? 

Mr.  Metz.  I  have  got  to  go  back  to  the  beginning.  I  will  give  you 
the  whole  record. 

Senator  La  Follette.  You  can  answer  that  question. 

Mr.  Metz.  On  the  ground  that  it  was  enemy-owned.  My  old 
firm,  established 

Senator  La  Follette.  Let  us  finish  this  before  we  leave  it.  What 
renly  did  you  make  to  that  ? 

mr,  Metz.  I  was  not  very  decorous.     I  told  them  to  go  to  the  devil. 

Senator  La  Follette.  What  followed  that? 

Mr.  Metz.  I  got  an  injunction  and  held  it. 

Senator  La  Follette.  You  got  an  injunction  in  the  Federal  courts 
in  New  York  ? 

Mr.  Metz.  Yes,  sir. 

Senator  La  Follette.  Restraining  them  from  dispossessing  you  of 
that  property  ? 

Mr.  Metz.  Yes,  sir. 

Senator  La  Follette.  What  followed  that? 
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Mr.  Metz.  We  had  several  conferences,  and  finally  got  into  court, 
and  I  won  the  case. 

Senator  La  Follette.  How  long  ago  was  the  hearmg  had  in  the 
case  disposing  of  it? 

Mr.  METZ.  Some  time  in  May  or  June  of  this  year.  The  judgment 
was  that  it  was  not  enemy  owned,  that  I  was  entitled  to  that  stock, 
that  it  belonged  to  me,  and  that  is  the  end  of  it. 

Senator  La  Follette.  How  much  were  you  embarrassed  in  the 
operation  of  that  company  by  the  Alien  Property  Custodian's  taking 
this  course  of  action  ? 

Mr.  Metz.  I  have  got  to  go  back  to  the  whole  case.     In  these  com- 

Fanies  I  was  not  embarrassed  because  I  did  not  surrender  the  stock, 
refused  to  surrender. 

Senator  La  Follette.  You  continued  the  business? 

Mr.  Metz.  Absolutely. 

Senator  La  Follette.  You  did  that  with  respect  to  the  company 
that  you  have  just  been  talking  of  and  also  with  respect  to  the  secona 
companv  ? 

Mr.  Metz.  Both  companies. 

Senator  La  Follette.  Which  they  demanded  of  you  to  turn  over  ? 

Mr.  Metz.  They  had  taken  another  company  before  that. 

Senator  La  Follette.  We  will  come  back  to  that.  Did  you  have 
a  decree  with  regard  to  this  second  company  ? 

Mr.  Metz.  No;  these  companies  were  not  in  the  suit.    The  first 
suit  covered  all  of  them.    There  was  a  first  company  involved.    That 
is  the  one  I  went  to  court  on.     All  these  others  were  held  up  by  that 
suit,  which  suit  decides  it  all  along  the  line. 

Senator  La  Follette.  Did  you  get  an  injimction  as  to  both  of 
these  companies,  on  the  second  as  well  as  on  the  other  one  ? 

Mr.  Metz.  Yes,  sir;  on  the  second  to  prevent  them  from  dissipat- 
ing the  funds  of  the  company.     I  held  tnem  up  all  along  the  line. 

Senator  La  Follette.  They  actually  took  one  company,  did  they 
not? 

Mr.  Metz.  Yes,  sir.     I  had  to  give  up  one. 

Senator  Smoot.  Whom  did  they  put  in  ? 

Mr.  Metz.  A  man  named  Kerr,  as  I  understand,  who  refused  to 
continue.  He  said  it  was  an  outrage,  and  resigned.  Then  they  put 
in  Mr. — I  do  not  recall  the  gentlemen's  names — a  man  in  New  York 
who  has  been  in  a  dozen  of  Garvan's  corporations.  They  put  in  Mr. 
Corbett  as  treasurer  and  one  of  my  men.  They  gave  me  a  chance 
to  keep  track  of  what  was  going  on.  I  do  not  recall  the  names,  but 
they  had  these  men  in  all  these  various  companies. 

Senator  IiA  Follette.  What  was  the  name  of  the  first  company? 

Mr.  Metz.  That  was  the  Hoechst  Co.  That  was  the  result  of  60 
years  in  business,  practically.  It  was  changed  to  different  corporate 
nameS;  and  finally,  in  1900,  I  think,  it  was  in  my  own  name.  la 
1900  1  took  the  name  of  H.  A.  Metz  &  Co.  I  have  been  there  40 
years  this  fall. 

Senator  La  Follette.  Was  the  corporate  name  changed  to  H.  A^ 
Metz  &  Co.  at  that  time  ? 

Mr.  Metz.  In  1900.  Then,  in  1912,  it  was  changed  to  Falbwerke- 
Hoechst  Co. 
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Senator  IjA  Foli.£TTE.  At  the  time  that  the  name  was  changed 
from  the  Metz  Co.  to  Falbwerke-Hoechst  Co.,  did  there  pass  any 
title  to  the  property  i 

Mr.  Metz.  Yes.  sir.  At  that  time  I  sold  the  stock  to  the  German 
concern. 

Senator  La  Follbtte.  Where  was  that  German  concern  ? 

Mr.  Metz.  At  Hoechst,  in  Germany. 

Senator  La  Follette.  Then  it  became  at  that  time  a  Germ^- 
owned  company  ? 

Mr.  Metz.  Only  in  name.  The-  stock  was  in  my  name.  I  had 
the  full  voting  power,  and  the  dividends  were  divided— well,  we 
never  changed  tne  condition  except  that  they  wanted  the  precau- 
tion, in  case  I  died  or  retired,  to  talce  over  the  company  and  not  lose 
the  name.  The  name  was  valuable  as  an  asset  because  of  Salvarsan 
and  these  other  products  that  had  come  into  the  market.  I  was  in 
Congress  and  was  ready  to  quit,  and  they  wanted  to  come  in  under 
their  own  name  also. 

Senator  La  Follette.  They  paid  you  a  consideration  for  that? 

Mr.  Metz.  Yes,  sir,  $300,000,  the  same  price  I  had  paid  15  years 
before  for  the  stock  from  my  predecessor  in  business.  That  was 
1912. 

Senator  La  Follette.  But  vou  had  a  contract  with  them  giving 
you  the  voting  power  ?    Did  the  stock  remain  in  your  name  ? 

Mr.  Metz.  No,  sir;  I  think  I  transferred  some  of  it  at  the  time 
in  their  name. 

Senator  La  Follette.  What  proportion  is  it? 

Mr.  Metz.  There  were  different  amounts,  25  per  cent,  50  per  cent, 
up  to  90  per  cent,  I  think,  at  that  time. 

Senator  La  Follette.  You  transferred  to  them  90  per  cent  of  the 
stock  at  that  time  ? 

Mr.  Metz.  Yes,  sir;  over  90  per  cent.  I  think  I  kept  about  10 
shares. 

Senator  McCumber.  You  held  it  in  your  hands  ? 

Mr.  Metz.  Absolutely. 

Senator  McCumber.  You  were  holding  it  simply  in  trust  ? 

Mr.  Metz.  Under  my  contract. 

Senator  La  Follette.  Did  you  have  a  contract? 

Mr.  Metz.  Absolutely. 

Senator  La  Follette.  Did  that  contract  give  you  the  voting  power 
of  the  stock  ? 

Mr.  Metz.  Absolutely  full  power,  the  same  as  I  had  when  I  owned 
the  entire  company.     I  would  not  have  given  it  up  otherwise. 

Senator  La  Follette.  What  change  was  made  thereafter,  before 
the  property  was  taken  over  by  the  Alien  Property  Custodian,  if  any? 

Mr.  Metz.  In  1913  there  were  some  suits  brought  imder  the  trust 
law.  I  had  always  opposed  this  transfer  to  the  Germans,  and  in  1913 
some  suits  were  brougnt  under  the  trust  law. 

Senator  La  Follette.  What  do  you  mean  by  saying  you  had 
always  opposed  it  ?     You  had  made  the  transfer. 

Mr.  Metz.  Yes,  sir;  because  I  was  ready  to  quit  and  get  out  and 
let  them  take  it. 

Senator  La  Follette.  You  did  not  oppose  it  at  the  time  the  trans- 
fer was  made  ? 

Mr.  Metz.  Oh,  no;  it  was  all  made  in  good  faith  all  through.  In 
1913  these  trust  suits  were  brought — the  Dobson  suits  which  you  have 
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heard  of  and  which  are  in  the  record.  I  insisted  on  getting  that  stock 
back.  I  said  I  did  not  want  this  German  connection,  that  I  wanted 
this  stock  back. 

Senator  La  Follette.  How  early  in  1913  was  that? 

Mr.  Metz.  March  or  April;  long  before  we  ever  thought  of  war. 

I  finally  got  in  communication  with  them,  and  in  July  the  stock 
was  transferred  to  me,  and  I  gave  my  note  in  payment,  $596,000, 
double  the  price  I  paid  for  it.  I  did  not  kick  on  the  price.  The 
assets  were  there,  and  it  was  in  my  power  to  keep  them  tnere. 

Then  came  the  investigation  of  three  concerns 

Senator  La  Follette.  Just  before  you  leave  that,  if  vou  please. 
Did  you  make  any  change  in  the  name  of  the  company  when  it  came 
back? 

Mr.  Metz.  No;  I  went  right  on  then,  transferred  the  stock  back 
to  myself,  and  it  was  my  property. 

Senator  La  Follette.  You  then  became  practically  the  sole  owner 
of  it? 

Mr.  Metz.  Just  as  I  had  been  before.     I  was  again  the  sole  owner. 

Senator  La  Follette.  I  do  not  see  how  you  can  say  just  as  you 
had  been  before. 

Mr.  Metz.  Before  they  took  it;  and  then  I  got  it  back. 

Senator  La  Follette.  Just  how  long  was  the  control  of  the  com- 
pan V  out  of  your  hands  and  in  the  hands  of  the  Germans  ? 

Mr.  Metz.  Oh,  less  than  a  year — about  a  year,  I  should  say — from 
1912  to  1913. 

Senator  La  Follette.  It  was  along  about  1912  ? 

Mr.  Metz.  1912  to  1913. 

Senator  McCumber.  Why  did  you  make  the  transfer  of  this  in  a 
few  months  and  then  get  it  back  again  ? 

Mr.  Metz.  Because  these  suits  had  been  brought  and  they  were  a 
species  of  blackmail 

Senator  MgCxtmbeb.  What  suits  ?. 

Mr.  Metz.  Brought  by  a  firm  of  attorneys  in  Philadelphia. 

Senator  La  Follette.  Civil  suits  ? 

Mr.  Metz.  For  three  times-  damages  under  the  Sherman  antitrust 
law.  Under  that  law  we  were  put  to  a  lot  of  trouble,  and  they 
brought  in  all  kinds  of  stuff.  I  settled  the  cases  by  going  down  to 
Dobson's  and  putting  my  cards  on  the  table  and  showing  what  had 
been  done.  But  the  point  was  made  then  that  we  were  buying  from 
a  trust,  handling  trust  goods.  As  a  matter  of  fact,  we  were  not 
commission  merchants.  We  were  buying  and  selling  at  all  times, 
even  when  the  Germans  owned  it.  I  bought  it  outright  and  paid  for 
my  ^oods  and  sold  them  on  my  own  account.  It  was  never  a  com- 
mission proposition. 

Then,  after  getting  that  back,  things  went  along  until  the  war  in 
1914. 

Senator  La  Follette.  After  that  transfer  of  that  stock  was  made 
in  1913,  did  the  Germans,  or  any  citizens,  or  any  alien,  have  any 
interest  whatever  in  that  company  ? 

Mr.  Metz.  None  whatever,  except  that  I  paid  them  here  a  part  of 
the  dividends  I  drew. 

Senator  La  Follette.  Why  ? 

Mr.  Metz.  In  return  for  part  of  their  profits  they  made  abroad. 
I  will  tell  you  why.    In  1904,  I  think  it  was,  arrangements  abroad 
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were  being  made  with  several  companies.  Mr.  Wm.  J.  Matheson,  who 
is  vice  president  of  the  National,  represented  one  of  those  com- 
panies in  America. 

Senator  La  Follette.  Of  the  National  what? 

Mr.  Metz.  The  National  Aniline  Co.  He  was  the  president  of  it, 
and  I  think  he  still  is.  Anyway,  he  was  there.  He  had  an  arrange- 
ment with  the  Cassella  Co.,  of  Germany,  by  which  they  diyided 
their  joint  profits  on  the  goods  sold  by  them  to  America  and  sold 
here  on  the  basis  of  the  profits  made  on  those  goods  in  Europe  and 
the  profits  that  were  maae  on  those  goods  here,  I  believe  in  the  pro- 
portions of  53  to  47. 

Senator  La  Follette.  That  was  a  combination  between  the  Ger- 
man cartel 

Mr.  Metz  (interposing).  No;  one  member  of  the  cartel. 

Senator  La  Follette  (continuing).  One  member  of  the  cartel 
and  one  member  of  the 

Mr.  Metz  (interposing).  Selling  force  here,  selling  his  goods  here. 

Senator  La  Follette.  What  were  his  official  relations  with  the 
American  Chemical  Co.  ? 

Mr.  Metz.  At  that  time  none.  At  that  time  I  had  the  German 
conapany,  owned  the  stock  in  it. 

Mr.  CSkoATE.  There  was  no  company,  then. 

Mr.  Metz.  I  beg  yotu*  pardon.    There  was  a  company  then. 

Senator  La  Follette.  I  will  bring  out  these  facts,  Mr.  Choate,  as 
I  so  along.    Let  us  have  no  more  of  this. 

Mr.  Metz.  There  was  a  National  and  had  been  for  years. 

Senator  La  Follette.  I  am  not  complaining  to  your  replying  to 
an  outside  interruption:  I  am  complaining  of  your  being  interrupted. 

Mr.  Metz.  I  think  I  know  as  much  about  it  as  Mr.  CSioate.  I  nave 
been  in  it  some  years  longer. 

That  arrangement  provided  for  dividing  the  profits  between 
abroad  and  here,  and  tne  people  whom  I  represented  had  gone  into 
the  cartel  and  were  anxious  to  have  the  same  arrangement  that 
Cassella  had,  which  is  natural. 

Senator  La  Follette.  Yes. 

Mr.  Metz.  I  finally  made  the  same  arrangement,  but  as  I  made 
more  profit  on  this  side  they  only  got  50-50  with  me.  In  other  words, 
I  paia  them  half  the  profit  that  I  made  on  this  side,  which  equaled 
the  profit  they  made  on  goods  shipped  to  this  side,  and  I  got  50  per 
cent  on  their  goods.  That  was  paid  in  dividends,  which  is  vastly 
different.  It  was  not  in  the  profit,  but  dividends.  I  had  full  author- 
ity to  declare  dividends  when  I  pleased  and  in  any  amount  I  pleased. 

I  had  that  arrangement,  ana  that  continued,  whether  I  had  all 
the  stock,  or  whether  I  had  part  of  the  stock  and  they  had  part  of  the 
stock,  the  theory  being  that  we  would  veiy  often  sell  goods  here  at  a 
close  margin,  because  of  the  profits  abroad,  and  they  might  quote  a 
low  price  oecause  of  the  price  here.  We  were  in  competition  with 
other  importers.  The  big  six  always  competed  against  each  other, 
competing  openly  and  cutting  each  other  right  and  left. 

They  investigated  the  German  dye  concerns,  and  I  was  sent  for. 
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I  supposed  two  of  them  would  come  down,  and  there  were  six  or 
eight  who  came  down  at  S50  and  $100  a  day,  and  they  stayed  five 
months,  and  I  was  being  soaked  for  it.     It  was  a  good  job. 

Senator  La  Follette.  Was  that  at  your  expense  ? 

Mr.  Metz.  Yes,  that  was  at  my  expense.  They  worked  for  other 
companies  at  the  same  time.  They  had  stenographers  sitting  there 
readmg  my  copy  books,  ^oing  through  my  check  books,  etc.,  checking 
everytning  I  had  spent  smce  1912. 

In  that  report  Mr.  Choate  decided  that  it  was  a  camouflage  sale. 
His  great  German  expression  for  it  was  ^^scheinverkauf,"  I  tnink  it 
was.  I  gave  them  everything  they  wanted.  I  was  perfectly  clean 
and  was  not  afraid  of  anything  they  could  iSnd,  and  1  am  good  on  a 
note  for  $500,000  or  any  other  amount  I  put  my  name  on. 

According  to  Mr.  Choate's  judgment,  that  was  a  camouflage.  I 
went  to  Mr.  Garvan  and  said,  *'Irank,  you  know  this  is  not  right." 
Mr.  Fitzgerald,  our  former  colleague,  John  J.  Fitzgerald,  told  me  they 
were  going  to  do  this  and  I  had  better  get  in  line.  I  don't  want  to 
betray  a  confidence,  because  John  and  I  are  good  friends. 

Senator  La  Follette.  I  do  not  think  you  have  stated  what  time 
that  was. 

Mr.  Metz.  That  was  the  latter  part  of  1917  or  1918.  When  was 
the  armistice  signed  ? 

Senator  La  JoLLETTE.  November  11,  1918. 

Mr.  Metz.  That  was  early  in  1918,  about  October,  1918. 

Mr.  Garvan  says,  ''Well,  you  know  there  is  more  in  this  than  just 
your  little  company.  The  question  of  manufacturing  dyes  is  in- 
volved. You  say  we  can  not,  and  we  say  we  can."  I  asked  Garvan 
where  his  office  gave  him  authority  to  foster  the  dye  industry.  He 
said,  ''We  will  make  an  examination  of  the  other  concerns,  and  that 
will  let  you  out.  That  is  the  best  thing  you  can  do.  We  will  take 
these  over  and  wipe  out  the  big  ones."  1  had  no  objection  to  their 
wiping  anything  out.  I  had  my  redress.  They  got  nothing  but  a 
si^.  I  couldn't  sell  goods  under  that  name.  I  either  had  to  change 
the  name  of  the  company  or  reincorporate  all  my  concerns.     ' 

On  Saturday  night  at  6  o'clock  before  the  armistice  was  signed, 
on  November  9,  they  came  to  my  house  in  the  country,  two  of  the 
accountants,  and  demanded  these  three  companies,  the  Farbwerke- 
Hoechst  Co.,  the  H.  A.  Metz  &  Co.  (Inc.),  ana  H.  A.  Metz  Laborato- 
ries; they  made  a  demand  for  these  three  companies.  I  called  up 
Senator  Gorman  and  said,  "This  is  an  outrage.''  "Well,"  he 
said,  "you  know  the  law,  and  you  are  being  investigated.  Frank 
tells  me  he  thinks  it  is  all  right,  and  you  had  oetter  comply." 

I  complied  under  protest.  I  then  saw  Mr.  Garvan,  and  we  ar- 
ranged that  pending  the  investigation,  which  was  still  going  on  and 
went  on  imtil  the  following  March,  that  I  would  deposit  tne  stock 
of  these  companies  with  John  Fitzgerald  in  escrow.  I  said  "I 
am  not  afraid  of  anything  of  that  kind.  I  will  trust  John.  I  put 
it  up  with  him  in  escrow  to  hold  under  an  agreement  that  it  woulo  be 
held  pending  the  investigation,  and  then  to  be  given  back  to  me  to  do 
according  to  the  demand  or  not,  as  the  case  might  be. 

Finally  it  was  decided  to  take  over  the  Farbwerke-Hoechst  Co. 
and  wipe  out  the  big  six.  Mr.  Choate  insisted  on  that  being  German, 
etc.,  and  when  Mr.  Garvan  drafted  his  first  report,  it  said  distinctly 
that  no  evidence  had  been  found  indicating  any  German  connec- 
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tion  with  the  other  two  companies.  That  was  not  in  the  final  re- 
port which  was  pubhshed,  but  I  have  got  a  copy  of  the  origmal 
report  in  which  it  was.     It  was  stricken  out. 

The  result  was  they  demanded  the  stock  of  the  Farbwerke-Hoechst 
Co.,  and  I  surrendered  it.  Then  came  the  hterature  about  German 
spieS;  and  everything  else,  the  libelous  stuff  that  appeared  in  the 
Saturday  Evenmg  Post  and  everywhere  else,  that  would  drive  a 
man  insane.  Later,  demand  was  made  for  the  two  other  com- 
panies again,  and  I  refused  to  give  them  up.  I  think  that  shows 
there  was  animus  in  the  whole  thing. 

Senator  La  Follette.  At  what  tune — and  I  ask  it  m  this  connec- 
tion— ^was  the  Chemical  Foundation  organized  by  Mr.  Garvan  and 
the  other  gentleman  ? 

Mr.  Metz.  I  think  it  was  some  time  in  1918.  I  became  a  subscriber 
like  the  rest  of  them. 

.  Senator  La  Follette.  That  corporation  was  in  existence  at  the 
time  of  this  demand,  was  it  ? 

Mr.  Metz.  Oh,  no.  When  they  made  the  second  demand  it  was, 
but  not  the  first  demand.    That  came  afterwards. 

You  asked  me  how  that  handicapped  me.  Li  the  first  place,  it 
prevented  me  from  increasing  mv  Dusiness;  it  prevented  me  from 
goinff  to  the  public  with  stocK,  if  I  wanted  to  increase  my  capital, 
whicn  I  could  not;  it  put  me  imder  the  danger  of  having  my  property 
sold  to  somebody  else,  some  other  concern;  it  put  me  up  against  the 
proposition  where  they  might  take  my  business.  I  went  to  Secre- 
tary Hughes,  who  was  my  counsel,  and  he  advised  me  to  comply 
witn  the  demand  and  surrender  the  company.  I  said,  ''No;  if  I  do 
that,  I  am  done."  He  said,  ''You  will  be  indicted."  I  said,  "I 
will  take  a  chance  on  being  indicted. "  I  did,  and  they  didn't  indict 
me.  A  man  that  is  right  need  not  be  afraid  of  being  indicted.  I 
refused  to  surrender  it.  I  said,  "I  will  not  give  up  any  collateral  I 
have  got  to  these  people."  Then  Mr.  Kressel,  counsel  appointed 
for  the  seized  companies,  told  me  "I  will  have  you  indicted  lor  con- 
version." I  told  mm  to  go  ahead  and  get  me  into  court,  get  into 
the  police  court,  get  me  into  any  court,  just  so  I  got  into  some  court, 
but  thej  didn'd  do  it. 

That  is  the  history  of  the  situation  of  those  companies.  I  was 
handicapped  under  the  "spell"  of  pro-Germanism  and  all  of  that  stuff. 
It  is  all  in  the  record. 

Senator  La  Follette.  Just  go  ahead  with  your  statement. 

Mt.  Metz.  I  was  held  up  as  a  German.  JPeople  refused  to  buy 
goods  of  a  German.  Competitors  went  around  talking  about  my  being 
taken  over.  I  was  su^ested  as  a  member  of  the  advisory  conmiittee 
of  the  Dye  Institute.  Mr.  Choate  was  present  and  suggested  that 
it  would  DC  inadvisable  to  put  Mr.  Metz  on,  because  he  was  persona 
non  grata  in  Washington.  That  got  me  mad,  and  I  have  been 
proving  ever  since  how  much  persona  non  grata  I  was  here. 

Senator  La  Follette.  Go  ahead  with  your  statement. 

Mr.  Metz.  I  had  got  down  to  the  $30,000.  I  would  not  fall  in  with 
their  schemes  and  help  them  to  loot  the  representatives  of  the  Grenn&o 
chemical  manufacturers.  I  use  the  word  "loot"  advisedly,  because 
it  was  loot  and  nothing  else.  Their  exaggerations,  distorted  transla- 
tions, and  misconstrued  versions  of  details  they  claimed  to  have 
found  in  their  investigations  are  still  being  sent  out  and  their  libelous 
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publications  in  their  propaganda  for  this  embargo.  Only  last  week  I 
received  the  same  letter  through  the  mails,  about  the  German  spy 
system.  Poor  devils  whose  o^y  crime  was  that  they  were  Germans 
and  had  not  yet  been  naturalized,  were  intimidated,  brow-beaten, 
and  interned,  after  having  been  locked  up  in  vile  county  jails  in  various 
parts  of  the  country,  andsome  whom  I  Know  about  were  not  released 
till  some  other  of  tneir  henchmen  were  employed  as  counsel  and  paid 
$4,000  for  services  to  secure  their  release  irom  Ogelthorpe.  I  know 
that  to  be  a  fact,  and  it  can  be  proven,  that  the  Department  of  Justice 
had  nothi^  against  them,  but  the  Alien  Property  Custodian  wanted 
it  done.  Tfiiey  were  told  that  if  they  saw  a  certain  gentleman  in  the 
department  and  secured  his  services  they  could  get  out. 

Senator  McCumbeb.  Who  was  Attorney  General  at  that  time  ? 

Mr.  Metz.  Mr.  Palmer  was  Attorney  General  at  that  time. 

And  the  same  man  who  gave  Choate  the  information  in  regard  to 
the  men  I  refer  to  is  the  same  man  who  gave  him  the  information 
about  the  so-called  monstrous  actions  of  the  German  Dye  Trust.  He 
was  the  vice  j>reeident  of  one  of  them  for  many  years,  and  may  have 
known  all  this  from  his  personal  experience,  but  as  for  my  concerns  or 
the  German  plant  I  represented  are  concerned,  I  deny  it  and  defy  him 
or  Choate,  or  any  other  man,  to  prove  one  single  act  not  entirely 
in  accord  with  business  ethics,  except  possibly  agreements  as  to 
prices  on  several  things  which  his  firm  controlled  before  I  butted  in 
and  handled  the  same  goods.  That  gentleman  is  the  chairman  of 
the  executive  committee  of  practically  all  of  the  bodies  I  have  referred 
to,  and  while  he  does  not  often  appear  personally  in  the  open,  the 
register  of  the  Wardman  Park  Hotel  will  show  how  much  time  he  and 
his  colleagues  have  spent  in  Washington  during  the  last  two  years, 
trying  to  put  over  licensing  and  embargoes.  I  didn't  happen  to  be 
an  umortunate  German  alien,  but  a  free-bom  American  citizen,  whose 
record  made  it  unnecessary  to  worry  about  being  called  German  by 
Choate  or  Garvan  or  anyone  else,  and  I  simply  applied  to  the  courts 
for  an  injunction  to  prevent  any  further  dissipation  of  the  funds  of 
my  company,  and  alter  waiting  two  years  and  one-half  to  get  the* 
court  to  try  the  case,  I  of  course  got  a  decision  in  my  favor,  and 
naturally  Mr.  Choate  is  somewhat  peeved. 

So  much  for  that,  gentlemen,  and  I  ask  your  pardon  for  having 
indulged  in  it,  but  if  at  any  time  you  want  any  details  about  some  of 
the  thing:s  I  have  indicated,  I  am  at  your  service,  for  thank  God  we 
have  again  arrived  at  a  point  where  the  American  flag  can't  be  used 
to  cover  every  kind  of  a  dark  deed  pulled  off  in  the  name  of  patriot- 
ism, and  a  man  needn't  be  afraid  of  being  branded  a  German  for 
telling  the  truth  and  calling  a  spade  a  spade.  As  Americans  who 
love  their  country,  if  there  are  any  acts  we  will  be  ashamed  of  in  the 
future  it  will  be  those  that  have  oeen  pulled  off  by  the  little  coterie 
in  the  Alien  Property  Custodian's  office,  many  of  whom  are  now  in 
Germany  or  have  their  agents  there  trying  to  get  retainers  from  the 
very  pedple  whom  they  gouged  at  a  dollar  a  year.  I  know^  because 
I  get  inquiries  from  abroad  asking  about  those  same  men.  Naturally, 
I  am  heartily  recommending  them. 

I  get  letters  right  along  asking  if  this  man  or  that  man  should 
represent  them  over  here,  over  in  the  Alien  Property  Custodian's 
office,  and  under  these  same  officials. 
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Now  for  Mr.  Choate's  testimony.  He  was  asked  what  connectioD 
there  was  between  the  Chemical  Foundation  and  the  Djres  Institute. 
He  said  "none/'  but  he  appears  before  one  sewing  circle  in  New  York 
one  day  as  counsel  of  the  Dyes  Institute,  and  the  next  at  a  board  of 
trade  dinner  in  New  Hampshire  as  counsel  of  the  Chemical  Foimda- 
tion,  always  waving  the  American  flag,  poison  gassing  the  audience 
and  telling  them  aoout  the  wicked  Germans.  If  there  is  no  other 
connection  than  himself  as  counsel  for  both,  that  seems  close  enough. 
He  said  I  spoke  of  salvarsan,  intimating  that  I  did  it  to  befog  the 
issue. 

I  mentioned  salvarsan  to  show  that  if  I  could  make  that  very 
intricate  product  whose  purity  meant  Ufe  or  death,  and  of  which  90 
per  cent  was  labor,  and  oring  the  price  down  from  $2.50  to  27  cents 
a  dose,  it  would  seem  likely  that  makers  of  dyes  where  the  labor 
amounted  only  from  5  per  cent  to  at  most  25  per  cent  for  certain 
dyes  made  in  limited  quantities,  ought  to  be  able  to  take  care  of 
themselves  with  a  reasonable  protection.  The  price  was  S2.50  because 
the  Germans  had  certain  patents  and  they  had  spent  over  10  years 
in  experimentation.  There  were  606  products  compounded  l>efore 
they  produced  salvarsan.  Hence  the  name  '^  606."  The  same  is  true 
witn  reference  to  indigo.  They  spent  25  years  on  that  before  they 
got  a  dollar  back  on  it.  We  took  their  papers  and  copied  them 
when  we  were  making  it.  That  is  all  we  are  doin^.  He  ques- 
tioned my  statements  about  nitrating  plants.  I  said  that  not  over 
eight  dye  plants  were  equipped  for  nitrating.  No  doubt  more 
plants  have  nitrating  apparatus  and  in  my  own  case  we  have  a 
nitrating  plant  at  the  Central  which  is  used  now  only  for  emerj^ency 

Eiu*poses  and  contains  one  nitrator.  It  doesn't  pay  to  mtrate 
enzol,  toluol,  or  xyol  on  a  small  scale,  or  unless  ^ou  have  your  own 
nitric-acid  plant,  and  how  many  have  that.  It  is  much  cneaper  to 
buy  nitrobenzol,  nitro toluol,  etc.,  as  well  as  the  next  stage  products, 
aniline,  teluidine,  and  xylidine  from  the  few  large  plants  equipped 
to  make  them,  and  to  pay  the  transportation  charges  on  the  neces- 
sary nitric  and  sulphunc  acids  to  make  the  finished  intermediates  I 
have  just  mentioned.  There  are  times  when  supplies  are  scarce, 
or  held  back  to  boost  the  price,  when  it  pays  a  small  man  to  buy  the 
crude  benzol  and  toluol  and  do  his  own  nitrating  and  reducing. 

Otherwise  these  isolated  nitrators  are  idle  and  they  never  would 
be  a  factor  for  munition  purposes.  Nitrating  for  explosives  is  done 
on  a  lai^e  scale  and  guncotton,  trinitrotoluol  picric  acid,  which  is 
trinitrophenol  are  not  made  in  color  plants,  but  in  special  plants 
for  such  products,  and  the  best  dye  industry  can  do  is  to  use  a  small 
part  of  the  possible  output  of  those  plants  and  so  help  them  keep  up 
a  small  percentage  of  those  put  out  of  business  and  idle  since  the  war 
stopped.  He  said  I  claimed  that  I  was  not  afraid  of  the  Germans 
ana  then  in  the  next  breath  asked  protection  against  the  dumping 
of  reparation  ^oods  from  England,  France,  and  Italy.  I  mentioned 
the  goods  coming  from  those  countries,  because  of  the  loud  announc- 
ing of  embargoes  by  them.  If  they  have  placed  such  strict  embar- 
goes, how  comes  it  that  they  have  so  many  German  soods  to  offer 
at  lower  prices  even  than  the  Germans  ?  Thejr  not  omy  have  those 
dyes  to  use  on  their  own  textiles  which  our  niills  must  humbly  beg 
for,  but  can  sell  us  their  surplus  besides  and  we  can't  get  what  we 
order  even  from  Germany,  because  the  makers  have  none  in  stock. 
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It  shows  simply  that  they  have  bought  all  that  the3"  could  lay  their 
hands  on,  even  for  forward  delivery  from  the  Germans,  when  prices 
were  lower  and  are  now  cleaning  up,  and  we  are  paying  them  the 
profits,  as  usual. 

Senator  Simmons.  What  is  that  you  are  saying  ?  Are  you  charging 
some  of  the  dyestuff  manufacturers  of  tms  country  with  having 
bought  large  stocks  ? 

Wr.  Metz.  No;  the  British  people.  It  is  the  British  I  am  speak- 
ing of. 

Senator  Watson.  There  was  an  embargo  for  a  while  after  the  war, 
and  they  lifted  it  ? 

Mr.  Metz.  They  lifted  it  and  put  it  back  to  protect  themselves. 

He  talked  about  the  increase  in  size  of  the  German  plants  and 
seemed  to  refute  my  statement  that  the  increases  were  for  other 
products  besides  colors  by  claiming  of  his  own  knowledge  the  greatlv 
mcreased  indanthrene  blue  plant  oi  the  Badische.  Strange  that  with 
such  an  increased  plant  the  record  of  the  Tariff  Commission  of  1920 
shows,  on  page  44,  that  the  total  manufacture  of  indanthrene  blue 
G.  C.  D.  the  main  one,  was  only  93,645  pounds  for  the  year  1920, 
and  only  7,487  pounds  for  the  first  quarter  of  1921.  It  bears  out 
exactly  what  I  said  that  they  haven't  got  the  anthracine  and  other 
raw  materials  that  we  lack  here  for  on  page  46  the  same  report  says: 

It  is  of  particular  intei^st  in  ezaminiii^  the  output  of  the  different  claaBes  of  dyes 
according  to  application  that  the  protection  based  upon  the  above  monthly  reports 
ahowB  a  laxg^  output  of  add,  direct  and  sulphur  dyee,  and  indigo  paste  whereas  there 
is  a  small  production  of  vat  dyes^indanthrene  blue  U.  C.  D.,  alizarine  and  alizarine 
colors  other  than  alizarine  red.  The  German  production  prM^ram  has  apparently  re- 
sulted in  a  larger  output  of  those  dyes  made  in  America,  with  a  minimum  output  of 
dyee  that  are  not  made  in  the  United  States  or  made  in  quantity  insuffici«at  to  meet 
domestic  needs. 

To  the  average  sane  business  man,  that  would  appear  to  denote 
that  if  they  had  the  material  they  would  make  the  ayes  that  their 
domestic  textile  industry  needed  or  that  they  could  sell  us  at  high 

E rices,  because  we  are  begging  for  them,  instead  of*  such  dyes  as  tlj^ey 
now  can  not  be  sold  here  and  that  many  of  which  we  are  competmg 
with  them  in  the  export  market.  Surely  Germanv  needs  the  money 
and  would  be  glad  to  sell  any thii^  she  could  get  f ancv  prices  for. 

To  those  still  seeing  red,  however,  this  means  that  the  unspeakable 
monster  is  putting  money  for  wages  and  materials  into  gooos,  piling 
them  up  and  waitmg  for  the  moment  to  come  to  give  them  away  just 
to  make  Choate  and  his  friends  angry.  Full  line  forcing  was  men- 
tioned. I  defy  anyone  to  prove  a  single  case  of  full  hne  forcing, 
except  possibly  attempts  by  the  same  gentleman  to  whom  I  before 
referred  as  Choate's  authority  and  that  gentleman  is  not  a  German, 
and,  so  far  as  I  know,  doesn't  even  speak  German. 

Senator  Watson.  Just  a  moment,  please.  This  is  quite  an  impor- 
tant point.  Do  you  mean  to  say  that  there  are  no  efforts  of  that  kind 
being  made  now^ 

Mr.  Metz.  They  claim  that  the  Germans  did  this  full  line  forcing. 
I  say  that  there  was  no  full  line  forcing  by  the  Germans,  and  I  make 
that  statement  after  having  been  in  the  business  for  40  years. 

Senator  Watson.  In  other  words,  you  mean  that  nothing  of  that 
kind  has  been  attempted  ? 

Mr.  Metz.  Senator,  I  will  get  to  that  in  a  moment. 

Senator  Watson.  Very  well. 
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Mr.  Metz.  The  four-year  contract  system  on  indigo  was  abo  car- 
ried out  by  the  same  gentleman,  and  I  am  quite  sure  was  transferred 
to  and  adopted  by  the  company  he  is  now  with  and  that  the  price 
protection  clause  is  contained  in  their  contract  covering  the  period  of 
the  contract.  In  this  connection,  I  wish  to  say  that  these  people 
made  contracts  covering  suppUes  for  a  nimiber  of  years. 

Senator  Watson.  To  whom  are  you  referring  now? 

Mr.  Metz.  The  Du  Pont  people. 

Senator  Watson.  To  the  Du  Pont  people  ? 

Mr.  Metz.  Yes;  they  are  perfectly  justified. 

Senator  Watson.  Have  the  other  American  companies,  too '« 

Mr.  Metz.  Yes.     They  had  it  when  they  started  up  in  business. 

Senator  Watson.  Is  the  four-year  contract  an  indirect  way  of 
full-line  forcing  ? 

Mr.  Metz.  It  can  be  used  as  such,  Senator.  It  was  done  time  and 
time  again  in  the  past  and  it  is  done  to-day. 

Senator  Smoot.  It  was  done  20  years  ago  ? 

Mr.  Metz.  Yes;  it  was  done  20  years  ago. 

Senator  Watson.  It  was,  you  say? 

Mr.  Metz.  Yes. 

It  is  not  true  that  consumers  who  did  not  make  a  four-year  con- 
tract could  not  get  the  indigo.  The  product  was  patented  here  and 
those  who  owned  the  patent  could  make  terms  upon  which  it  was  to 
be  sold.  The  consumers  who  had  no  contract  simply  did  not  enjoy 
quantity  discounts  allowed  bv  the  contractor,  but  could  get  all  they 
wanted.     I  know,  for  I,  too,  nandled  indigo  under  the  patents. 

Senator  McCumbbr.  I  do  not  quite  understand  that  last  statement. 

Mr.  Metz.  Mr.  Choate  said  that  those  who  did  not  have  contracts 
could  not  set  the  goods. 

Senator  McCuMBER.  Is  that  correct  ? 

Mr.  Metz.  No;  that  is  not  true.  As  I  have  said  here,  the  product 
was  patented  here  and  those  who  owned  the  patent  could  make  terms 
uppn  which  it  was  to  be  sold.  The  consumers  who  had  no  contract 
simply  did  not  enjoy  quantity  discounts  allowed  by  the  contract,  but 
could  gtft  all  they  wanted.  In  other  words,  the  contract  allowed  so 
much  discount  for  so  much  and  so  much,  and  so  on,  bringing  the  price 
down  proportionately,  according  to  Quantity. 

He  mentioned  undervaluation.  I  defy  him  to  prove  by  the  custom- 
house records  a  single  case  of  undervaluation  by  any  of  the  lai^er 
manufacturers  or  by  any  of  their  former  agents  in  this  country.  If  I 
remember  correctly,  some  charges  were  made  against  some  of  the 
smaller  importers,  and  there  are  many  of  them,  but  thev  were  on 
invoices  from  manufacturers  or  dealers  in  Switzerland  and  Belgium. 
Bribing  of  dyers  is  mentioned,  and  undoubtedly  in  some  cases  pres- 
ents and  even  fixed  commissions  were  paid  the  dyers,  just  as  in  prac- 
tically every  line  of  business  some  sucn  system  prevails.  These  are 
all  things  that  this  monstrous  combination  was  doing  in  this  country 
to  kill  tne  business.  But  this  tipping  or  graft,  as  it  is  called,  was  not 
confined  to  dyestuflFs,  and  where  it  was  carried  on  it  was  done  by  the 
salesmen  of  the  various  concerns  regardless  of  whether  they  sold 
German,  Swiss,  English,  French,  or  American  goods.  Only  a  few 
days  ago  I  clipped  from  the  New  York  Times  an  item  stating  that  the 
United  Indigo  &  Chemical  Co.,  a  British  corporation,  with  oflSces  in 
Boston,  had  Deen  ordered  to  refrain  from  certain  competitive  methods 
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in  the  chemical  industry,  and  testimony  was  given  that  during  1916, 
1917,  and  1918  the  company  spent  for  entertainment  and  gratuities 
to  employees  of  its  customers  and  competitors'  customers  an  average 
of  from  $40,000  to  S50,000  a  year.  A  similar  order,  I  am  informed, 
was  issued  not  long  ago  to  John  Campbell  &  Co.,  another  firm,  with 
former  English  affifiations,  but  now  manufacturing  here  and  very  busy 
recently  in  sending  out  literature  in  favor  of  the  embargo. 

Those  are  all  matters  of  record  and  subject  to  proof.  . 

Senator  La  Follette.  Is  this  [indicatmg]  the  clipping  to  which 
you  refer? 

Mr.  Metz.  Yes,  sir;  that  was  the  one  to  which  I  had  reference. 

Senator  La  Follette.  Let  that  remain  with  the  manuscript  and 
be  inserted  in  connection  with  it  at  the  place  to  which  it  is  referred. 

Mr.  Metz.  Very  well. 

I  recall  other  orders  to  cease  or  desist  issued  by  the  Federal  Trade 
Commission  against  other  dyestuffs  manufacturers  and  dealers,  and 
^hough  in  a  dragnet  fashion  notices  for  hearings  were  served  on  prac- 
tically all  the  better  known  firms  I  can  not  recall  that  any  of  the  firms 
dealing  especially  in  German  goods  were  foimd  guilty,  although 
undoubtedly  many  of  the  salesmen  who  formerly  sold  German  goods 
are  with  virtuous  American  firms  selling  to  the  same  buyers  they  sold 
then. 

Mr.  Choate's  statement,  so  often  made,  that  only  one  textile  manu- 
facturer escaped  because  he  was  wise  enough  to  re-mark  all  his  pur- 
chases of  dyes  before  his  buver  got  them,  is  absolutely  false,  ridiculous, 
and  a  slanaer  on  nine-tentns  o?  the  buyers  in  the  United  States,  and 
a  reflection  upon  the  common  sense  and  business  ability  of  every  dye 
user  in  the  coimtry. 

His  statement  that  no  one  knows  what  the  German  plants  are  doing 
is  nonsense,  because  four  of  the  largest  are  in  the  occupied  zone  under 
constant  allied  supervision  whenever  supervision  is  desurable,  and  only 
two  are  in  unoccupied  Germany.  That  statement  appears  in  the 
record.     He  mentioned  the  firms  that  are  very  small. 

Senator  La  Follette.  That  is,  four  out  of  six  ? 

Mr.  Metz.  Yes;  four  out  of  the  Big  Six  in  the  occupied  zone  and 
only  two  in  the  unoccupied  zone.  They  are  the  small  ones  at  Frank- 
fort and  Berlin. 

These  statements,  together  with  his  brief,  which  is  a  mere  repetition 
of  his  previous  effusions,  are  generally  distributed  to  the  public  by 
mail  and  through  the  well  organized  and  expensive  press  bureau,  and 
ought  to  be  labeled  *'Pro  bunco  publico,''  because  they  do  not  fool 
anybody  else,  and  the  public  is  about  ready  to  call  a  halt  on  being 
fooled. 

Mr.  Stone  called  your  attention  to  his  suit  that  he  wore,  dyed  with 
American  dyes.  No  one  who  knows  will  dispute  that  what  we  make 
here,  dye  for  dye,  is  usually  as  good  as  the  same  dye  that  is  made  in 
Germany,  but  we  do  not  make  some  of  the  dyes  the  public  wants  in 
the  fabric. 

Is  Mr.  Bennett  in  the  room  ? 

A  Voice.  Yes. 

Mr.  Metz.  Mr.  Bennett  showed  me  a  nice  blue  suit  last  week,  and 

{rou  can  see  that  it  is  a  good-looking  suit.     It  was  rather  warm  here 
ast  week,  however,  and  Mr.  Bennett  perspired,  so  that  the  result  is 
seen  in  this  shirt  of  his  which  I  borrowed  from  him.     Although  it  has 
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been  laundered,  the  color  is  fast  where  it  should  not  be  and  runs  where 
it  ought  to  stay.  The  trouble  with  that  dye  is  that  it  is  imperfectly 
made,  or  else  is  not  fitted  for  people  who  perspire.  I  think  that  it  is 
my  dye,  as  a  matter  of  fact,  but  I  am  not  absolutely  sure. 

Senator  Watson.  You  mean  it  is  one  you  made  i 

Mr.  Metz.  It  ma}^  be  one  that  I  made  or  I  am  making. 

Senator  Watson.  One  you  made? 

Mr.  Metz.  I  am  not  quite  sure. 

Senator  Watson.  Can  you  make  that  so  that  it  will  be  as  fast  as 
the  German  dyes  ? 

Mr.  Metz.  For  this  kind  I  can.  That  is  one  of  the  'details  of 
dyeing — leaving  this  [indicating]  white  white.  I  will  come  to  that 
in  a  moment.  The  trouble  with  that  is  that  that  dye  is  imperfectly 
made,  or  else  it  is  not  fitted  for  people  who  perspire.  It  probably 
contains  a  by-product  which  was  formed  in  me  process  of  making 
and  was  not  washed  out  thoroughly,  so  it  is  not  fixed  in  the  fiber  in 
the  dyeing  process,  and  therefore  it  dissolves  out  in  the  perspiration. 
The  public  is  beginning  to  send  these  goods  back  to  the  clothing 
stores  and  the  mills  are  getting  claims.  During  the  war  everything 
went.  There  were  no  seconds,  but  the  pubuc  is  now  beginning 
to  get  restless.  In  the  New  York  Times  last  Friday  I  found  a  story 
to  the  effect  that  the  United  Waist  Workers  of  America  had 
raised  the  question  of  the  fastness  of  American  d^es.  The  ladies 
apparently  are  also  beginning  to  perspire  and  get  restive  over  running 
and  feeding  colors.  As  I  said  a  moment  ago,  during  the  war  everything 
went.  Tnere  were  no  seconds  at  all^  but  now  the  public  is  beginning 
to  notice  things  and  the  reaction  will  set  in  if  it  is  made  impossible 
or  even  hard  for  mills  to  get  the  colors  they  need.  People  do  not 
like  to  buy  imported  clothes,  and  it  will  not  be  long  before  the  fast 
colors  do  come  in  on  cloth  instead  of  in  barrels. 

The  above  clipping  also  refers  to  the  German  plants  making  alcohol 
from  carbide.    I  mentioned  that  the  other  day. 

Mr.  Waters  showed  you  exposure  tests  snowing  better  results 
with  American  than  with  imported  vat  dyes  and  stated  that  they 
were  exposed  the  same  number  of  hours.  1  asked  him  if  one  set  had 
been  exposed  from  6  a.  m.  to  6  p.  m.  and  the  other  from  6.  p.  m.  to 
6  a.  m.  The  hours  would  be  fiie  same  but  the  result  would  not. 
You  have  the  sun  in  one  instance  and  you  have  no  sun  in  the  other. 
You  can  flimflam  any  way  you  want  to  on  the  hours.  I  could 
hardly  explain  his  test  in  any  other  way. 

The  mill  man  is  handicapped  by  the  lack  of  knowledge  on  the 
part  of  the  seller  as  to  what  his  colors  will  stand.  The  mill  buys 
<^olors  but  dyes  shades.  You  hear  about  colors  all  the  time.  I  am 
going  to  illustrate  that  to  you  just  for  a  moment.  Colors  are  one 
thing  and  shades  are  another. 

These  cards  that  I  have  here  contain  colors.  I  make  125  of  them  at 
my  two  plants.  These  [indicating]  are  the  basic  colors.  This  is 
ootton  and  wool;  this  is  cotton  and  sulphur  dyes.  This  card  here  con- 
tains shades.  That  is  what  the  mill  wants.  I  shall  come  to  these 
now.     This  card  shows  ladies'  dress  goods. 

Senator  Watson.  You  make  these  ? 

Mr.  Metz.  I  make  these.  These  shades  here  are  dyed  in  the  labora- 
tory; they  are  a  combination  of  colors.  That  is  a  German  color 
«ard  [indicating].    I  will  get  down  to  these  in  a  moment. 
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Senator  Watson.  Are  these  German  or  American  made  ? 

Mr.  Metz.  Those  are  German. 

Senator  La  Follette.  Can  you  efFect  those  shades  at  your  factory  f 

Mr.  Metz.  Yes;  I  can  effect  them,  but  I  can  not  ^arantee  them. 
In  other  words,  I  can  not  say  that  every  color  wifl  stand.  When 
there  are  three  or  four  and  one  does  not  stand  the  same  as  the  other 
three,  the  shade  is  gone. 

Senator  Watson.  Do  the  Germans  guarantee  them  ? 

Mr.  Metz.  They  do  not  have  to  guarantee  them. 

Senator  Watson.  Can  they  guarantee  them  ? 

Mr.  Metz.  Yes,  and  we  could,  if  we  made  the  same  things.  They 
have  got  a  good  full  line.     It  is  the  mill  I  am  talking  about  now. 

Senator  Watson.  We  have  not  got  ^a  full  line,  and,  therefore, 
can  not  make  those  shades.  So  the  query  is:  How  are  we  going  to 
get  a  full  line  ? 

Mr.  Metz.  We  can  make  any  shade  we  want.  We  do  not  have 
to  get  those  particular  shades.  Let  the  ladies  who  are  so  fastidious 
go  without  some  of  the  shades.  What  I  mean  is  this,  that  they  are 
not  dyeing  colors.  The  mill  man  wants  the  shades  and  he  must  get 
colors  to  make  shades.  These  colors  must  be  of  the  same  nature. 
For  a  long  time,  I  may  say,  we  had  no  proper  wool  blue. 

Senator  McLean.  Where  are  the  shades  made  ? 

Mr.  Metz.  In  the  dye  house.  These  [indicating]  are  combinations. 
Individual  colors  maKe  these  shades.  Each  of  tnese  shades  is  com- 
posed of  three  colors.  For  instance,  12  ounces  of  that,  8  ounces  of 
that,  1  pound  of  that,  and  4  ounces  of  this  make  that. 

S«Eiator  Watson.  Can  we  make  all  of  those  in  America? 

Mr.  Metz.  We  can  make  them  in  America,  but  we  did  not  have 
those  blues. 

Senator  Watson.  Have  wegot  them  now? 

Mr.  Metz.  Yes;  we  have.  We  used  indigotines.  Here  is  indigotine 
that  had  to  be  used.  The  dyer  can  match  that  shade  exactly.  The 
difficultv  is  that  the  moment  the  dyer  gets  those  goods  in  an 
artificial  li^ht  its  a  different  shade ;  that  is  his  difficulty.  They  can  not 
use  this  with  success.  They  can  use  it,  but  whenever  they  do,  they 
set  a  blue  effect  at  night  and  perhaps  a  green  one  during  the  day. 
One  of  these  will  do  for  piece  dyes;  for  they  dye  level,  and  others 
will  not  dye  level. 

The  mill  does  this  work.  This  is  an  important  point.  Here  you 
have  some  colors  dyed  in  the  piece,  leaving  the  silk  white.  Here  is 
a  piece  of  white  cloth  with  a  fancy  thread  woven  into  the  goods.  It 
is  possible  for  the  mill  to  go  on  making  up  these  at  full  capacity,  and 
they  may  get  orders  for  this,  that,  or  tne  other  shade.  They  can 
go  on  weavmg  for  a  long  time  instead  of  weaving  each  shade  separate- 
ly each  time. 

These  few  colors  are  about  the  only  ones  we  have  for  that  purpose 
now.     I  make  these  [indicatmg]  for  men's  goods. 

Senator  Watson.  If  we  have  not  got  them  yet  but  can  make  them, 
under  what  conditions  is  it  possible  for  us  to  do  it  ? 

Mr.  Metz.  We  can  go  on  working  with  proper  protection.  That 
will  do  it.  If  you  do  not  let  us  get  mem,  these  dyed  goods  will  come 
from  the  other  countries,  because  they  can  make  them  cheaper  than 
here  by  far;  and  you  are  going  to  kiU  the  textile  industry  for  the  dye 
people,  who  have  made  a  lot  of  money  already. 
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Senator  McLean.  If  they  are  protected  here  then  you  can  make 
them  m  this  coimtry  ? 

Mr.  Metz.  Yes;  keep  the  duty  high  enough.  The  cost  is  not  going 
to  amount  to  a  great  deal  on  a  piece  of  goods.  Let  us  have  those 
dyes.  Do  not  make  our  consumers  go  through  a  whole  lot  of  red 
tape  so  that  by  the  time  they  get  under  -way  the  season  is  gone. 
Mills  do  not  make  the  goods  by  the  piece.  They  make  a  sample. 
It  contains  a  certain  color.  Those  samples  go  into  the  market. 
They  are  opened  up  and  orders  are  taken,  lou  cati  not  get  six 
months^  supply  ahead.  For  instance  a  concern  ordered  20,000 
pounds  of  a  certain  kind  of  blue.  By  the  time  they  got  here  the 
season  was  over.  Ten  thousand  pounds  were  deliverea  and  tte  other 
10,000  remain  on  our  hand^.  I  am  loaded  down  with  such  goods 
now,  selling  them  off  to  people  who  want  to  buy  a  few  pounds  now 
and  then  by  permission  of  the  War  Trade  Board. 

Take  the  Pacific  mills.  As  I  understand  it.  they  have  objected  to 
an  embargo.  They  came  to  me  and  said,  '^  Ii  we  can  run  our  season 
out,  we  can  use  a  certain  product  in  our  goods,  but  we  have  to  have 
enough  for  the  season.  Tney  couldn't  get  it,  and  the  result  was  that 
it  cut  them  out  of  their  patterns. 

I  want  to  illustrate  me  difference  between  colors  and  shades. 
Colors  mean  nothing.  The  dyer  has  to  know  whether  it  will  stain 
white  or  not.  The  man  who  does  know  will  continue  to  do  a  good 
business.  That  is  why  some  are  still  in  business  despite  all  this 
trouble. 

Senator  Simmons.  This  embai^  proposition  now  pending  before 
the  committee  is  to  take  care  of  such  dyestuffs  as  are  produced  in 
this  country  in  sufficient  quantities  and  sold  at  reasonable  prices,  I 
believe  ? 

Mr.  Metz.  Yes. 

Senator  Simmons.  You  say  that  when  the  industry  is  established 
here  and  we  learn  how  to  make  dyestuffs  you  will  be  able  to  go  along 
with  a  reasonable  duty  ? 

Mr.  Metz.  Yes,  sir. 

Senator  Simmons.  Upon  your  product.  That  is  what  I  understood 
you  to  say  ? 

Mr.  Metz.  Yes. 

Senator  Simmons.  What  per  cent  of  the  dyestuffs  produced  in  this 
country  would  come  within  that  catagory  ? 

Mr.  Metz.  Not  10  per  cent  of  the  dyestuffs  used  here  would  come 
in  from  outside. 

Senator  Simmons.  I  mean  what  percentage  of  dyestuffs  produced 
in  this  country  now  could  we  sufficiently  establish  to  enable  the 
manufacturer  to  get  along  with  a  reasonable  protective  tariff  ? 

Mr.  Metz.  I  should  say  75  per  cent  of  what  we  are  now  making, 
and  that  would  constitute  about  80  per  cent  of  what  is  used 

Senator  Simmons.  Then  what  is  the  necessity  of  putting  an  em- 
bargo upon  75  per  cent  in  order  to  take  care  of  25  per  cent  ? 

Mr.  Metz  (continuing) .  To  be  able  to  keep  up  the  price. 

Senator  Simmons.  If  there  are  any  dyestuffs  that  we  do  not  make 
and  we  do  not  know  how  to  make,  that  require  an  embargo,  from  the 
standpoint  of  anybody,  in  your  judgment  it  would  then  oe  sufficient 
to  embargo  those  particular  dyestufife  instead  of  embargoing,  not  only 
them,  but  all  the  other  dyestuffs  as  well  ? 
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Mr.  Mbtz.  If  you  do  embargo  those  particular  dyestuffs,  then  the 
mills  can  not  get  readily  the  mods  they  need. 

Senator  Smoot.  Embargo  them  with  a  rate  of  duty  ? 

Mr.  Mbtz.  Yes,  you  can  help  that  way. 

Senator  Simmons.  That  is  what  I  am  saying.  If  it  is  absolutely 
necessary  to  embargo  at  all,  why  extend  tnat  to  dyestuffs  that  we 
produce  instead  of  only  to  those  lew  that  we  haye  not  learned  how  to 
make? 

Mr.  Metz.  If  you  put  the  rate  high  enough,  it  will  take  care  of  that. 

Senator  Watson.  Senator  Simmons,  you  and  I  were  on  the  com- 
mittee that  inyestigated  that  whole  thing.  If  you  come  to  write  an 
embargo  on  these  particular  colors  not  manufactured  in  the  United 
States,  how  are  you  going  to  word  it  or  how  are  you  going  to  desig- 
nate it  ? 

Senator  Simmons.  I  am  not  now  ready  to  do  it. 

Senator  Smoot.  It.  can  be  done  all  right. 

Mr.  Metz.  You  do  not  want  to  enibargo  those  dyestuffs.  You 
want  to  make  the  duty  high  enough,  but  do  not  keep  them  out 
altogether. 

Senator  Simmons.  You  do  not  want  to  embargo  those  things  that 
are  not  produced  in  this  country  at  all  and  you  do  not  want  to  embargo 
those  things  that  are  producea  in  this  country  in  sufficient  quantities 
to  need,  according  to  Mr.  Metz,  only  a  reasonable  duty;  but  you  want 
to  emb^^rgo  those  ia  between  those  two  extremes. 

Mr.  Metz.  Haye  a  high  duty.     That  is  the  idea. 

Senator  Smoot.  Haye  a  high  duty  so  that  they  can  manufacture 
in  this  coimtry.  I  do  not  care  how  high  it  is,  but  giye  them  a  duty 
so  that  they  will  haye  a  chance. 

.Mr.  Metz.  Reyerting  to  the  question  of  color  combinations,  if 
only  one  of  the  combination  the  dyer  makes  is  not  equal  to  the  rest 
in  fastness  to  light,  washing,  alkali,  or  acid,  his  shade  is  gone  the 
moment  the  wearer  of  the  dyed  goods  submits  them  to  any  of  the 
aboye  tests,  and  I  am  sure  the  experience  in  the  family  of  eyeryone 
of  us  has  giyen  examples  of  hosiery  and  other  articles  of  apparel 
going  to  the  laundrj^  blue  or  brown  and  coming  back  green  or  purple 
or  some  other  shade.  One  of  the  colors  used  for  shi^ng  gaye  out; 
that  was  all: 

We  were  told  about  Congo  red.  The  report  says  they  made 
1,502,630  pounds  in  1920,  yalued  at  $1,296,529;  that  the  ayerage  price 
was  86  cents,  and  that  the  Cincinnati  Chemical  Works,  Croton  Color 
&  Chemical  Co.,  National  Aniline  &  Chemical  Co.,  Newport  Chemical 
Works,  and  National  Chemical  Works,  were  the  makers.  Congo 
red  is  a  color  that  is  used  for  dyeing  bright  reds  on  cotton,  and  before 
the  war  it  was  used  to  a  yery  small  extent  only.  I  had  a  sample  of 
it,  but  can  not  seem  to  find  it.  A  bit  of  lemonade  or  yinegar  will 
make  it  turn  black  so  quickly  that  you  can  not  use  it. 

Senator  Watson.  Who  made  that  ? 

Mr.  Metz.  Eleyen  plants  in  the  United  States. 

Congo  red  is  not  fast  to  light,  it  will  not  stand  washing,  and  turns 
black  by  the  slightest  contact  with  any  kind  of  acid.  It  is  made  from 
benzidine,  whi^  was  ayailable  when  tolidine,  made  from  toluol, 
was  not.  Benza  purpurine  is  made  from  tolidine,  and  had  practically 
displaced  Congo  red  entirely  and  was  in  turn  lai^ely  replaced  itself  by 
the  benzo  yast  scarlets  which  were  faster  to  acid  and  light  than 
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benzo  purpurine.  Of  benzo  purpurme  we  made  617,629  pounds, 
valued  at  $904,060,  average  price  $1.46  per  pound,  at  11  plants. 
To-day  the  prices  are  about  70  cents  for  Congo  and  $1  for  benzo  pur- 
purine 4  B,  and  it  is  only  a  question  of  time  when  the  Congo  red  will 
be  driven  out  entirely,  not  by  German  competition,  but  because  the 
people  here  will  not  stand  for  it,  and  the  fact  that  90  per  cent  or  more 
of  all  we  make  goes  mainly  to  India  shows  that  while  we  are  making  it 
we  can  compete  with  other  countries  who  know  at  least  as  much  about 
making  this  simple  product  as  we  do.  The  plants  making  Conjgo  can 
all  use  their  entire  apparatus  which  consists  of  tanks,  filter  presses, 
and  dryers  and  grinders  mostlv,  to  make  dozens  of  other  colors,  for 
which  the  majority  of  them  will  have  to  buy  their  intermediates,  the 
same  as  they  buy  benzidine  now,  and  they  will  continue  in  business 
only  if  the  big  fellows  who  make  those  intermediates  continue  to  find 
it  profitable  to  sell  them  and  need  them  to  help  out  in  the  abnormal 
export  d^emand  that  has  so  far  existed  for  these  colors  for  export. 
Some  of  these  larger  manufacturers,  like  the  National  and  Newport 
concerns,  have  established  sellin?  organizations  of  their  own  in  the 
Far  East,  and  if  they  intend,  ana  apparently  do,  to  compete  in  those 
markets  with  Germany  and  Switzerland,  why  can't  they  get  along 
here  without  any  duty,  unless  thay  intend  to  indulge  in  that  heinous 
crime  of  dumping,  which  seems  to  be  a  crime  only  if  the  other  fellow 
does  it  to  you,  and  not  when  you  do  it  to  him.  There  are  other  colors 
that  will  be  replaced  by  better  ones  right  along.  The  National  and 
the  Newport  companies  have  estabUshed  selling  organizations  in 
China  and  Japan  in  competition  with  the  rest  of  the  world. 

wSenator  McLean.  We  have  gotten  thus  far  because  of  the  sub- 
stantial embargo  resulting  from  the  war. 

Mr.  Metz.  Yes;  J  grant  that.  We  have  had  about  seven  years  of 
that. 

Senator  McLean.  It  is  claimed  that  these  are  independent  and 
unrelated  and  the  prices  differ,  so  that  unless  we  protect  ourselves 
against  all  of  them  the  processes  will  become  stagnant. 

Mr.  Metz.  I  say  that  that  is  not  right;  from  a  practical  standpoint 
I  know  it,  because  I  have  two  plants  myself.  Tnat  is  true  to  a  lim- 
ited extent  only,  Senator. 

Senator  McLean.  I  think  you  realize  that  competition  is  going  to 
be  fierce. 

Mr.  Metz.  Yes;  it  is  fierce  now.     It  has  brought  it  down  already. 

Senator  McLean.  And  it  is  going  to  be  fiercer? 

Mr.  Metz.  Yes. 

Senator  McLean.  So  that  xmless  we  lower  the  wage  standard  to 
that  of  our  competitors,  we  have  got  to  reduce  ihe  cost  <3  manufacture. 

Mr.  Metz.  We  have  got  the  labor  cost.     I  have  the  figures. 

Senator  McLean.  For  that  reason,  it  seems  to  me,  that  unless  we 
stimulate  in  every  way  possible  private  capital  and  retain  in  employ- 
ment the  highest  talent  in  chemical  activities,  we  are  taking  a  chance 
that  we  ought  not  to  take. 

Mr.  Metz.  Then  give  us  the  highest  duty  that  you  want  to  put  on 
it,  but  if  you  are  going  to  export  and  compete  with  Germany,  why  do 
you  need  it  for  our  home  market? 

Senator  McLean.  You  suggested  in  your  opening  remarks  that 
while  you  objected  to  a  license  system,  it  could  be  put  in  the  hands 
of  the  Tariff  Commission. 
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Mr.  MsTz.  No*;  I  said  in  the  beginning  that  I  had  stated  before  the 
hearing  two  years  ago  that  if  they  were  going  to  have  a  license  system 
that  then  I  would  prefer  it  to  be  put  in  the  nands  of  the  Tariff  Com- 
mission; that  is  what  I  said. 

Senator  McLean.  If  that  is  true  then,  and  if  it  is  your  opinion  that 
this  license  system  were  put  in  the  hands  of  the  Tariff  Conmiission, 
then  is  not  the  difficulty  one  of  administration  of  the  embargo  rather 
than  in  the  idea  of  an  embargo  ? 

Mr.  Metz.  I  do  not  want  any  licensing.  I  said  if  thev  were  going 
to  have  it,  then  that  I  would  prefer  to  put  it  in  the  nands  of  the 
Tariff  Commission. 

Senator  McLean.  Then  you  want  the  American  valuation  with 
sufficient  duty,  which  you  think  will  just  as  thoroughly  protect  the 
industry  as  the  embargo  ? 

Mr.  METZ.  Absolutely;  and  not  handicap  the  mills. 

Senator  Smoot.  On  80  per  cent,  I  want  to  say,  will  not  be  an 
exceedingly  high  rate  of  protection,  but  the  other  20  per  cent  would 
be,  in  my  opimon. 

Senator  Watson.  It  would  be  exceedingly  high  without  the 
American  valuation. 

Senator  Smoot.  I  say,  with  the  American  valuation. 

Mr.  Metz.  That  would  be  prohibitive  for  practically  nine-tenths  of 
it,  because  it  would  give  a  chance  for  them  to  get  what  they  wanted 
if  they  are  willing  to  pay  for  it. 

Senator  Smoot.  I  say  as  between  the  American  valuation  and 
foreign  valuation. 

Mr.  Metz.  It  amoimts  to  the  samu  thing. 

Senator  McLean.  So  they  can  be  enaDied  to  get  what  they  pay 
for  and  have  no  embargo. 

Mr.  Metz.  They  can  not  get  it. 

Senator  McLean.  That  may  have  been  the  case. 

Mr.  Metz.  That  is  the  case.  Do  not  let  them  tell  you  it  is  any 
different;  it  is  the  case. 

Senator  Dillingham.  The  Senator  wants  to  put  a  question. 

Mr.  Metz.  I  beg  your  pardon.     I  do  not  want  to  interrupt. 

Senator  McLean.  I  do  not  know  that  I  care  to  continue  it.  There 
is  a  wide  difference  of  opinion.  You  are  an  expert  and  are  no  doubt 
an  honest  and  patriotic  man.  But  there  are  others  who  are  equally 
patriotic  and  honest  who  differ  with  you. 

Mr.  Metz.  I  think  so.  But  they  may  not  know  as  well  as  I  do  that 
part  of  the  business. 

Senator  McLean.  You  assume  that.  It  may  be  true  and  it  may 
not.     It  is  a  pretty  vital  assumption. 

Mr.  Metz.  I  base  it  on  my  experience  and  knowledge  of  the  busi- 
ness. 

Senator  McLean.  And  your  suggestion  is  that  if  the  administration 
of  this  embargo  were  referred  to  the  Tariff  Commission  that  the 
difficulty  might  be  avoided;  that  is  the  practical  difficulty  that  is  now 
sustained  and  experienced  by  manufacturers  might  be  avoided,  and 
we  would  take  no  chance. 

Mr.  Metz.  That  does  not  quite  cover  it.  I  referred  to  my  testi- 
mony, because  it  had  been  quoted.  I  appeared  before  the  Ways  and 
Means  Committee  without  notice.  I  was  in  the  room,  and  Congress- 
man Fordney  said,  "Mr.  Metz,  we  would  like  to  hear  from  you  on  thia 
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thing."  This  license  had  not  appeared  in  the  bill;  it  was  not  in  the 
bill  uien  beine  considered.  Mr.  Choate  gave  me  a  copy  of  the  bill  and 
said,  '*  What  ao  you  think  of  this  ? "  And  Mr.  Fordney  said,  "  Do  you 
think  we  can  compete  without  a  license  V*  I  said, ''  I  do  not  know;  it 
is  a  new  proposition.  But  at  any  rate,  if  you  are  going  to  have  a 
license" 

Senator  McLean  (interposing).  That  is  just  the  trouble;  it  is  a 
brand  new  proposition. 

Mr.  Metz.  If  you  will  take  my  viewpoint,  if  you  are  ^oing  to  have 
it,  do  not  have  the  commission  suggested  in  tnis  bill,  out  nave  the 
Tariff  Commission  or  some  other  governmental  body. 

Senator  McLean.  Other  nations  who  have  been  situated  precisely 
as  we  have  been  driven  to  the  embargo,  and  that  appeals  to  me. 

Mr.  Metz.  In  spite  of  being  driven  to  it,  they  are  reselling  their 
goods.  German  goods  have  oeen  going  to  France  in  spite  of  any 
embargo.  An  English  concern,  with  a  mill  in  the  Unitea  States  for 
whom  we  had  matched  a  certain  color — ^we  shipped  from  this  side 
some  of  the  colors  for  him  to  use  in  France,  and  we  gave  him  the 
names  of  the  German  colors  he  could  use,  and  the  German  colors 
were  shipped  to  him  without  any  question. 

Senator  Watson.  Mr.  Metz,  did  you  not  say  to  me  that  the  goods 
the  English  were  now  selling  went  into  England  while  the  embargo 
was  lifted,  when  they  bought  large  quantities  of  German  dyes  t 

Mr.  Metz.  They  bought  two  years'  supply  of  German  dyes. 

Senator  Watson.  And  they  are  selling  those  to  us  and  not  those 
that  are  being  made  in  Germany? 

Mr.  Metz.  rfo,  those  they  have  had;  and  the  French  reparation 
goods  and  the  Italian  reparation  goods  are  being  offered,  and  they 
get  them  imder  the  treaty  the  same  as  we  do.  i  will  give  you  the 
ngures  on  that,  if  you  desire  them,  shortly.  But  I  would  like  to  get 
t&ough  with  this  thing. 

Speaking  of  colors  to  be  replaced,  take  wool  greens,  of  which  we 
maae  212,000  pounds,  worth  $1,060,269,  or  an  average  of  $4.99  per 
pound,  in  six  plants  in  1920.  The  prewar  nrice  was  about  65  cents  and 
the  use  comparatively  limited.  We  startea  to  make  it  here.  It  at  once 
replaced  indigotine,  the  sulphonated  indigo  used  for  acid  dyeing  on 
wool  and  unsatisfactory  in  many  ways,  but  it  was  all  we  had,  as  natu- 
ral indigo  became  available  when  the  synthetic  product  in  other  blue 
dyes  could  not  be  had. 

When  the  synthetic  indigo  stopped  coming  in,  we  used  the  old 
natural  indigo. 

To-day  wool  greens  is  being  hawked  aroimd  the  market  at  about 
$2  a  pound  and  nobody  wants  it,  since  patent  blue,  which  dyes 
level  and  is  more  desirable  in  every  way,  has  been  coining  in  on 
licenses  from  Germany. 

Why  should  mills  be  compelled  to  use  this  [indicating]  sample  ol 
the  committee  table,  when  this  [indicating]  can  do  the  work  which 
this  will  not  do  ?  It  is  not  just  as  good.  Here  is  a  brown.  One 
turns  purple  and  the  other  turns  gray  imder  artificial  light.  These 
are  the  three  patent  blues.    The  price  for  the  German  product  at 

§  resent  is  about  $3  to  $3.50  a  pound.     Recently  licenses  have  been 
enied  because  the  National  has  brought  out  what  seems  to  be  a 
satisfactory  product  at  about  $4.50  per  pound.     This  is  the  point: 
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It  stands  fulling  and  does  not  bleed;  that  is  an  essential  proposition. 
These  other  ones  will  not  do  it.     They  turn  it  blue  if  fulled  with  it. 

This  will  not  answer,  where  this  one  answers,  and  they  are  prac- 
tically the  ame  in  shade.  This  [inv  icating]  will  not  answer  in  one 
place,  and  that  will  not  answer  in  another. 

Senator  Watson.  Which  are  we  making  in  this  country  ? 

Mr.  Metz.  We  are  making  both  in  this  country,  having  just  begun, 
and  we  will  make  more  of  it.  I  am  the  largest  importer  of  this  stuff, 
and  I  am  willing  to  have  it  stopped  if  we  can  make  it  here. 

Senator  WatIon.  You  say  jou  are  the  only  importer  ? 

Mr.  Metz.  Practically — I  am  not  the  only  one,  because  the  textile 
aUiance  people  can  bnng  the  same  goods  in  under  the  reparation 
agreement.  There  are  two  essential  shades,  patent  V  used  as  an  acid 
dye  on  ladies'  dress  goods  because  it  dyes  level,  and  patent  blue  A, 
wnich  is  used  for  wool  stock  dyeing  and  shading  alizarine  and  other 
blues  because  it  stands  pulling  and  soaping,  although  it  does  not  dye 
level.     I  have  ^ot  dyeings  here  showing  the  imported  and  domestic 

t)roducts.  I  tned  to  make  patent  blue  here,  and  did  turn  out  several 
ots  in  a  small  way,  but  I  think  they  cost  me  at  least  S12toS15a 
pound,  and  I  auit,  when  I  considered  the  prewar  price  was  less  than 
$1,  duty  incluaed. 

For  a  time  those  who  had  patent  blue  in  stock  from  prewar  deliveries 
got  as  high  as  $25  a  pound  lor  it  from  mills  that  had  to  have  it  to  fill 
orders  for  goods  in  which  it  was  used.  Sulphur  black  is  another 
color  that  will  be  replaced  for  many  purposes.  When  the  war  came, 
everybody  went  onto  logwood  black,  which  our  forefathers  used  for 
everyfching  but  which  is  used  now  only  to  a  comparatively  small 
extent.  As  soon  as  sulphur  blacks  appeared  logwood  receded,  and 
now  with  direct  blacks  coming  in  and  gettum  cheaper  they  will  re- 
place  sulphur  blacks  for,  many  purposes,  chiday  for  yam  and  hosiery 
and  short-cotton  dyeing.  Sulphur  blacl^  of  excellent  quality  is  down 
to  the  prewar  price  of  18  to  20  cents,  with  four  or  five  plants  here  being 
each  capable  of  making  all  the  country  can  possibly  consume.  They 
don't  need  a  tariff  or  embargo  against  Europe,  but  against  themselves. 
They  can't  all  possibly  go  on.  The  only  profit  left  in  sulphur  black  is 
in  tne  intermediates  used  for  making  it,  and  that  is  getting  down 
pretty  close,  too. 

Senator  McLean.  You  say  that  product  has  got  so  cheap  there  is 
no  money  in  it  now  ? 

Mr.  Metz.  Yes. 

Senator  McLean.  Made  in  this  country  ? 

Mr.  MJETZ.  Yes. 

Senator  McLean.  That  does  not  argue  there  is  any  vicious  monop- 
oly controlling  that  color  ? 

Mr.  Metz.  No;  there  is  not  any  monopoly  to-day.  But  those 
making  intermediates;  there  are  only  two  or  three  making  inter- 
mediates to  make  black — ?— 

Senator  McLean  (interposing) .  I  thought  you  were  speaking  of 
monopoly,  and  I  thought  perhaps  you  referred  to  the  American  Dyes 
Institute. 

Mr.  Metz.  No,  no.  There  is  no  such  thing  to-day.  There  is 
room  for  everybody  to  make  money  and  not  have  a  monopoly.  I 
am  speaking  of  these  colors  being  driven  away.  Direct  black  which 
is  driving  it  out  was  made  here  last  year  in  the  quantity  of  9,000,000 
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pounds,  and  it  is  safe  to  say  it  was  exported  all  over  the  world 
including  Germany.  The  prewar  price  was  17  cents,  until  the 
combination  was  made  with  the  German  makers  and  the  National 
after  the  Payne-Aldrich  tariff  was  passed  and  the  price  went  to  28 
cents.  Owing  to  the  fact  that  two  British  makers  did  not  go  into 
the  combine  and  the  suit  brought  under  the  Sherman  Act  in  1913 
the  combine  was  abandoned  and  the  price  went  back  to  about  20 
cents.  To-^a^p'  it  is  being  sold  here  as  low  as  60  cents  and  there  is 
strong  competition  between  the  four  or  five  makers,  some  of  whom 
don't  make  any  of  their  own  intermediates.  It  is  safe  to  say  it  will 
go  still  lower,  and  when  it  gets  to  45  cents  replace  sulphur  olack  at 
20  cents  for  many  purposes,  because  it  leaves  goods  with  a  softer  feel, 
there  is  no  danger  of  rotting,  which  is  the  case  with  improperly  dyed 
sulphur  blacks. 

I  am  showing  how  one  color  will  replace  the  other  when  it  becomes 
available.  So  the  colors  used  now  are  not  the  colors  people  will  use 
eventually.  They  want  something  better,  and  they  are  getting  it  all 
the  time. 

Senator  McLean.  The  colors  you  will  need  depends  on  what  you 
have  got  ? 

Mr.  Metz.  The  colors  we  have  got  may  be  good  enough. 

Senator  McLean.  But  the  competition  in  the  colors  you  have  is  so 
fierce  from  Germany 

Mr.  Metz  (interposing).  Not  from  Germany.  The  Germans  do 
not  touch  it  at  all.  Competition  right  here  has  developed  these 
things.  I  am  trying  to  ^et  at  the  point  where  they  say  we  are  being 
driven  out.  They  are  bem^  driven  out  by  natural  forces.  Plants  were 
built  here  regardless  of  the  consumption  of  the  country,  built  on 
import  orders.     We  supplied  the  whole  world  for  a  year  or  two. 

Senator  McLean.  That  does  not  argue  they  may  not  be  driven  out 
by  f orei^  conipetition. 

Mr.  Metz,  That  aimies  they  will  be  driven  out  bv  themselves. 

Senator  McLean.  That  is  all  in  the  interest  of  tlie  American  con- 
sumer. • 

Mr.  Metz.  But  the  embargo  will  not  help  them  a  particle;  they 
are  going  to  be  driven  out  anyhow.  Better  colors  are  naturally 
driving  them  out. 

Senator  McLean.  But  continued  consumption  will  not  cease  in 
this  country. 

Mr.  Metz.  But  the  consumption  is  so  small  as  compared  with 
what  they  are  making.  The  colors  will  be  superseded  by  other  colors. 
They  wiD  be  defeated  by  their  own  weight. 

Senator  McLean.  That  is  their  lookout. 

Mr.  Metz.  That  does  not  say  they  are  being  penalized,  but  it  is 
saying  those  men  are  in  an  impossible  position. 

Senator  Watson.  Is  Germany  still  supplying  the  dyes  which  she 
was  compelled  to  supply  under  the  terms  of  the  treaty? 

Mr.  Metz.  Oh,  yes;  that  is  for  five  years;  they  have  three  years 
more  to  run.     The  treaty  calls  for  five  years. 

Senator  Watson.  Ana  she  is  now  supplying  to  those  nations  men- 
tioned in  the  treaty  ? 

Mr.  Metz.  To  those  who  are  demanding  those  colors.  They  pick 
out  what  they  want.  I  started  to  make  sulphur  black  early  in  1915, 
because  I  had  to  have  a  black  to  dye  backs  for  artificial  leather  in 
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my  Newark  leather  plant,  as  the  logwood  blacks  we  were  setting  got 
us  into  trouble  with  the  trade.  Putting  sulphiu'  black  in  these  goods, 
however,  cost  my  company  about  $90,000  for  return  goods  and 
recovering  hundreds  of  automobiles  on  which  it  had  been  used. 

I  have  a  plant  making  artificial  leather,  and  I  want  to  show  my 
experience  with  other  manufacturers.  Sulphur  black  put  on  the 
back  of  this  will,  in  the  course  of  about  three  months,  chemically 
raise  this  top  right  off.  We  can  not  use  sulphur  black  for  that  pur- 
pose. For  a  while  it  loaded  fine  and  was  a  good  black;  in  two  or 
three  months  the  chemical  action  caused  the  coating  to  peel  off,  and 
the  goods  simply  had  to  be  scrapped. 

Senator  Watson.  What  kind  of  black  did  you  use  ? 

Mr.  Metz.  Direct  black.  This  showed  again  the  trouble  people 
using  dyes  have  to  overcome,  and  they  are  the  ones  to  be  considered 
as  well  as  the  dye  makers. 

Senator  Watson.  Sulphiu*  black  and  direct  black  are  both  made 
in  the  United  States  ? 

Mr.  Metz.  Yes;  but  we  had  no  direct  black  at  the  time.  But  I 
am  suggesting  this  to  show  the  experience  and  how  it  is  all  wrong, 
and  that  the  manufacturer  and  the  public  pay  the  price. 

Senator  Watson.  How  long  have  we  been  makmg  direct  black? 

Mr.  Metz.  Since  before  the  war.  The  National  Co.  made  millions 
of  pounds  then  and  they  are  making  it  again.  On  wool,  logwood  was 
also  used  almost  entirely  after  the  war  got  under  way.  Now  it  is 
being  replaced  more  and  more  on  men's  wear  with  chrome  and  after 
chrome  olacks,  and  on  women's  lighter  clothes  with  acid  alizarine 
blacks.  Of  chrome  blacks  we  made  1,200,000  pounds  here  last  year, 
ranging  from  65  cents  to  $1  a  pound.  The  prewar  price  for  diamond 
black,  the  one  mostly  used,  was  32  cents  a  pound.  I  made  over 
100,000  pounds  of  chrome  black  at  the  Consolidated,  and  I  know  I 
can  hold  my  own  on  that  with  the  specific  duty  of,  say,  15  or  20  cents 
a  pound  and  35  per  cent,  as  suggested'  hj  Mr.  Thuron,  or  35  per  cent 
and  7  cents  on  American  valuation.  Acid  alizarine  blacks  are  made 
here  in  satisfactory  quality,  although  they  are  still  being  imported 
in  large  lots.  Prewar  price  was  about  45*  to  50  cents.  I  mentioned 
these  colors  only  to  show  how  one  color  replaces  the  other.  I  know 
that  most  of  the  plants  making  Congo  red,  for  instance,  started  in 
on  export  orders  and  have  cleaned  up  long  ago,  and  the  same  would 
probaoly  hold  good  on  other  products  if  they  knew  their  business, 
and  if  they  didn't  and  don't,  they  ought  not  to  expect  American 
constuners  to  be  compelled  to  hold  the  umbrella  over  them  for  several 
years  to  come,  because  they  are  bound  to  be  eliminated  anyway. 

Senator  McLean.  Of  course,  nobody  anticipates  that  this  embargo 
will  be  permanent. 

Mr.  Metz.  Well,  if  only  for  a  little  while  it  is  going  to  handicap 
these  mills;  that  is  all. 

Senator  McLean.  Nobody  of  course,  anticipates  that  this  embargo 
will  be  permanent.  You  say  they  are  called  to  hold  an  umbrella 
over  them. 

Mr.  Metz.  They  asked  it  for  two  years,  two  vears  ago,  and  thought 
they  could  do  it.  Now  they  are  back  for  another  three  or  five  years. 
And  now  they  are  going  to  come  back  the  next  time  if  you  encourage 
them. 
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Senator  McLean.  Assuming  that  the  cry  of  ''wolf"  was 
unfounded 

Mr.  Metz  (interposing).  Yes;  it  is  unfounded  yet. 

Senator  McLean.  My  theory  is  that  the  wolf  is  there. 

Mr.  Metz.  Then,  put  a  duty  on  it  so  high  that  the  wolf  can  not 
jump  over  it. 

Senator  McLean.  Wolves  will  jimip  pretty  high  sometimes. 
When  the  wolf  comes  I  want  to  be  preparea. 

Mr.  Metz.  When  he  comes  we  will  be  prepared,  but  do  not  make 
us  all  carry  guns. 

The  plants  making  one  or  two  or  even  half  a  dozen  colors,  are 
bound  to  be  wiped  up,  because  their  overhead  will  eat  'em  up. 
Their  selling  expense  alone  unless  they  tie  up  with  some  concern 
having  a  selling  organization  will  swamp  them.  Gallocyanine  and 
delphine  blue,  the  latter  made  from  the  former,  of  eacn  of  which 
about  70,000  pounds  were  reported  for  last  year  at  an  average  price 
of  over  $3,  made  by  four  plants,  each  will  also  be  as  dead  as  they 
were  in  ten  years  before  the  war,  when  the  alizarine  blues  for  woolen 
goods  again  become  available. 

Those  colors  are  impossible,  simply  substitutes,  an4  are  bound  to 
go  when  better  goods  appear.  They  have  not  appeared  yet,  either 
from  Eiurope  or  here.  Ine  colors  mentioned  are  among  those  pro- 
duced in  tne  greatest  scale  and  used  in  largest  volume,  and  the  list 
shows  we  have  followed  the  line  of  least  resistance  in  making  the 
colors  most  easily  produced,  and  that  the  plants  making  them  nave 
got  to  turn  to  something  better  or  close  up.  This  will  include  about 
60  per  cent  of  the  present  plants  at  least,  for  the  larger  ones,  making 
their  own  intermediates,  will  be  the  ones  to  survive,  and  many  of 
them  are  to  a  large  extent  dependent  on  the  few  that  produce  the 
crudes,  such  as  naphthalene,  etc.  For  instance,  naphthlene  is  largely 
produced  and  almost  controlled  by  the  Barrett  Co.,  a  constituent  of 
the  Allied  Chemical  Co.  The  naphthalene  used  to  come  in  from 
England  at  2  to  2^  cents  a  pound  oefore  the  war.  It  is  the  basis  of 
the  chief  intermediate  for  a  great  many  of  the  most  largely  used 
colors,  such  as  beta-napthol,  alphanaphthylamine,  H  acid,  etc. 
Beta-naphthol  was  imported,  and  on  a  10  per  cent  duty  basis  sold 
for  8  cents  in  1914.  Naphthalene  went  to  5  cents  and  beta-naphthol 
first  made  its  appearance  as  American  made  at  $1.25  per  pound. 
The  manufacture  was  taken  up  by  several  American  plants,  and  the 
price  gradually  came  down  to  about  40  cents.  Large  quantities  were 
exported  to  Switzerland,  England,  France,  and  Japan  to  be  con- 
verted into  colors. 

Alphanaphthylamine  next  made  its  appearance  at  $1.20  a  pound, 
although  tne  prewar  price  was  11  to  12  cents  and  the  English  and 
German  producers  had  a  price  agreement,  the  same  as  they  had 

Sreviously  had  on  aniline  oil,  ana  prorated  the  sales  among  them, 
fapthalene  went  to  12  cents,  and  oetanapthol  and  other  products 
soared  accordingly.  The  Barrett  plant  burned  and  it  was  practically 
impossible  to  get  napthalene.  The  betanapthol  makers  were  forced 
to  import  from  Belgium  and  England,  and  paid  as  high  as  14  and  15 
cents  a  pound  for  it.  I  was  offered  85  cents  for  100  tons  of  beta- 
napthol by  a  German  color  maker  in  June,  1920,  and  the  Swiss 
bought  enormous  quantities  here  through  middlemen  and  others  as 
high  as  80  cents.     When   the  slump  came  it  was  cheaper  for  the 
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foreigners  to  dispose  of  their  stock  here  at  any  price  rather  than  ship 
it  abroad,  and  those  mods  flooded  this  market  until  recently,  and 
I  bought  some  that  I  had  sold  last  year  at  45  cents  and  as  low  as  32 
cents  a  few  weeks  ago.  With  an  embargo  the  producers  of  napthalene 
and  similar  crudes  can  choke  any  of  the  intermediate  manuiacturers 
or  at  least  make  him  very  uncomfortable,  while  in  turn  the  inter- 
mediate makers  can  see  to  it  that  their  competitor  making  colors  will 
be  short  of  supplies  at  times  unless  he  is  free  to  import  if  necessary. 

They  can  say  they  have  no  stock  and  can  not  deliver.  They  have 
got  that  power  and  can'  hold  us  up.  That  is  what  the  Germans  did 
with  the  small  manufacturers,  and  that  is  what  the  big  ones  here  will 
do  for  us. 

Senator  McLean.  I  want  to  transfer  it  to  this  country. 

Mr.  Metz.  By  giving  it  to  the  Du  Fonts,  and  they  will  choke  us  off. 

Senator  McLean.  You  are  assuming  that  we  have  no  law  in  this 
country. 

Mr.  Metz.  The  law  does  not  catch  them.  They  all  say  they  have 
no  stock.    They  have  contracts,  but  have  no  stock. 

Dr.  IsERMANN.  Naphthalene  is  on  the  free  list  1 

Mr.  Metz.  Crude,  certainly,  but  you  can  not  get  it  without  a  license. 

Mr.  Choate.  You  can. 

Mr.  Metz.  No;  you  can  not — ^refined  naphthalene — and  you  can 
not  refine  naphthalene  and  I  can  not.  Do  not  tell  me  I  can  if  I 
can  not.  Barrett  can  do  it,  and  a  few  others.  We  all  were  stopped 
when  the  Barrett  fire  occurred.  We  get  them  as  by-products.  Do 
not  be  kidding  anybody  with  that  kind  of  stuff.  There  is  where  the 
danger  comes  in,  not  from  Germany.  In  discussing  the  substitution 
and  replacement  of  one  color  by  another,  as  in  the  case  of  the  indigo- 
tine  wool  greens  and  patent  blue,  the  samples  I  have  here  will  show 
how  either  one  can  be  used  to  produce  a  certain  shade  in  combination, 
but  when  the  same  shade  is  used  under  artificial  light  it  makes  a  great 
difference  and  causes  trouble. 

Senator  McLean.  You  would  be  left  out  of  it  to-day  if  it  had  not 
been  for  the  encouragement  of  the  war  conditions. 

Mr.  Metz.  If  it  had  not  been  for  the  munitions  manufacturers  and 
coke  manufacturers  we  would  not  have  had  benzol  to-dav.  Now 
that  we  have  those  things  we  can  do  it  against  the  whole  world, 
because  the  coke  ovens  have  been  changed  and  were  paid  for  and 
charged  off;  that  has  all  been  amortized.  It  was  paid  for  the  first 
few  months  of  the  war  abroad.  We  must  be  fair  in  these  matters. 
Paragraph  26  of  the  bill  there  is  also  a  little  joker  which  shows  the 
fine  Italian  hand  of  one  posted  in  the  dye  business  which  would  cause 
an  importer  all  kinds  of  trouble  which  the  American  producer  would 
escape.  Besides  the  standardizing  scheme,  the  requirement  that 
diluents  must  be  stated  and  component  parts  of  mixtures  mentioned 
simply  gives  away  an  importer  s  business  entirely.  Many  of  the 
colors  can  not  be  shipped  in  the  state  in  which  they  are  made,  as  60 
per  cent  and  even  more  of  soda  ash,  Glaubers'  salt,  or  other  diluent 
must  be  added  to  prevent  them  from  taking  fire  through  chemical 
changes.  Mixtures  are  also  made  for  mills  who  send  in  samples  of 
their  goods  to  be  matched.  I  have  here  a  brown  for  a  hosiery  inill  on 
mercerized  cotton.  The  match  contains  three  colors  and  the  mixture 
is  specially  made  and  gives  the  producer  a  sort  of  trade-mark  right  to 
what  his  Knowledge  of  his  business  entitles  him.     If  he  happens  to  be 
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an  importer  and  got  such  a  mixture  abroad  he  would  be  compelled  to 
give  away  his  knowledge  for  the  benefit  of  his  competitors,  who  are 
under  no  such  restrictions. 

(The  pamphlets  referred  to  and  discussed  by  Mr.  Metz  are  as  follows:) 

TARIFF  RATES  NKOESSARY  FOR  AKPLE  PROTECTION  OF  AMERICAN  DYEBTUFFS  INDUBTRT. 
rSy  E.  R.  Plckrell,  formerly  chief  chemist,  CuBtoms  Service,  New  York,  N.  Y.] 

Since  the  widespread  and  well-organized  propi^nda  for  a  licensing  8>'Stem  in  dye- 
stuff  tariff  legislation  has  not  overcome  the  opposition  hy  dyestuff  consumers  to  such 
system  hut  has,  if  anything,  increased  and  intensified  it^,  the  time  is  opportune  to  con- 
sider what  rates  of  duty  would  he  necessary  to  afford  ample  protection  to  the  Americtn 
dyestuff  industry. 

Of  the  1,375  printed  pages  comprising'  the  hearings  hefore  the  Ways  and  Means 
Committee  and  senate  Finance  Committee  on  the  I^ongworth  dyestuff  hill,  no  informa- 
tion was  offered  setting  forth  the  rates  of  duty  necessary  for  the  protection  of  the 
dyestuff  industry.  The  only  mention  either  directly  of  indirectly  relative  to  the 
necessary  protection  was  toward  the  close  of  the  hearings  hefore  the  Senate  Finance 
Committee,  when  domestic  producers  stated  that  the  low  percentage  of  yields  in  dye 
manufacture  in  this  countr\'  necessitated  a  practical  emhaj^  on  imported  dyestuffs 
in  order  to  protect  the  dom^tdc  industry.  Tne  present  session  of  (^ongress  will  devote 
a  considerable  portion  of  its  time  and  enorts  to  tne  enactment  of  a  tariff  law  with  rates 
of  duty  sufficient  to  prot^ect  American  industries.  It  is  only  logical  that  informa- 
tion should  be  offered  to  Congress  and  to  the  public  which  will  enable  our  Federal 
lawmakers  to  adopt  rates  of  duty  ample  to  protect  the  American  dyestuff  industry. 
In  determining  wnat  rates  of  duty  would  be  necessary  it  is  first  essential  to  make  a 
retrospection  of  tariff  legislation. 

HISTORY  or  DYKSTUKF  TARIFF  LEGISLATION. 

The  first  tariff  act,  dated  July  4,  1789,  provided  for  natural  indigo  at  16  cents  per 
pound  and  dye  woods  and  dyeing  drugs  free  of  duty.  The  first  tariffact  to  specifically 
provide  for  coal-tar  colors  was  the  act  of  June  30,  1804.  It  is  natural  to  presume  that 
no  act  prior  to  this  one  would  have  provided  for  coal-tar  colors,  since  the  date  of  the 
discovery  of  the  first  coal-tar  color,  mauve,  by  Perkin,  was  in  1856.  All  of  the  tariff 
acts  enacted  between  1789  and  1S^>4  provided  for  natural  indigo  usually  in  the  dutiable 
list,  at  so  many  cents  per  pound,  and  dye  woods  and  dyeing  extracts  usually  in  the 
free  list.  The  following  table  shows  the'  provisions  for  coal-tar  dyes  and  the  rates  of 
duty  in  all  of  the  tariff  a^ts,  beginning  with  the  act  of  June  30,  1864.  and  concluding 
with  the  present  act.  Title  V,  September  8,  1916. 

Table  1. — Duties  on  coal-tar  dyes  in  various  tariff  acts. 

Dates  of  acts.  Rates  of  daty. 

June  30,  1864.  Anilin  dyes,  35  per  cent  ad  valorem  and  $1  per  pound. 

July  14,  1870.  Anilin  dyes,  35  per  cent  ad  valorem  and  50  cents  per  pound;  anilin 

oil,  crude,  free;  picric  and  nitro-picric  acid,  free. 

Feb.     8, 1875.  Same  as  1870,  witn  addition  of  nitrobenzol,  10  cents  per  pound; 

alizarine,  free. 

Mar.     3, 1883.  Goal-tar  dyes,  35  per  cent;  alizarine,  natural  and  artificial,  free; 

indigo  and  artificial  indigo,  free;  anilin  oil  and  salts,  free. 

Oct.     1, 1890.  Same  as  1883,  with  dyes  known  commercially  ae  alizarine  vellow, 

alizarine  orange,  alizarine  green,  alizarine  blue,  alizarine  orown, 
and  alizarine  black  added  to  free  list. 

Aug.  27, 1894.  Coal-tar  d^ee,  25  per  cent;  alizarine  and  indigo,  free;  alizarine  dyes, 

free;  anilin  oil  and  salts,  free. 

July  24, 1897.  Coal-tar  dyes,  30  per  cent:  alizarine  and  alizarine  dyes,  free;  anthra- 
cene dyes,  free;  indigo,  tree;  anilin  oil  and  salts,  free. 

Aug.    5, 1909.  Same  as  1897. 

Oct.  3, 1913.  Coal-tar  dyes,  30  per  cent:  alizarine  and  alizarine  dyes,  free;  anthra- 
cene dy;es,  free;  indigo  and  indi^  dyes,  free;  carbazol  dyes,  free; 
anilin  oil  and  salts,  toluidin,  xyhdin,  etc.,  10  per  cent. 

Sept.    8, 1916.  Coal-tar  dyes,  30  per  cent  and  5  cents  per  pound;  indigo  and  indieoid 

dyes,  30  per  cent;  alizarine  and  alizarine  dyes,  30  per  cent;  ontma- 
cene  dyes,  30  per  cent;  carbazol  dyes,  30  per  cent;  anilin  oil  and 
salts  and  amidonaphthol,  amidophenol,  etc.,  15  per  cent  and  2)  cents 
per  pound. 
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Alizarine  first  appeared  in  the  tariff  act  of  September  8,  1875,  which  act  was  an 
amendment  to  the  tariff  act  then  in  effect,  the  act  of  Julv  14,  1870.  Alizarine  was 
provided  for  free  of  duty,  inasmuch  as  it  was  a  patented  aye.  Consequently  during 
the  Ufe  of  the  patent,  competition  was  barred  m  the  manufacture  of  this  particular 
coal  tar  dyestuff . 

The  first  mention  of  artificial  indi^  was  in  the  act  of  Mardi  3,  1883.  Prior  to  this 
act  only  the  natural  indigo  was  provided  for. 

The  act  of  1883  also  amplified  the  provision  for  alizarine  by  adding  the  qualifyinff 
words,  natural  and  artificial.  The  act  of  October  1, 1890,  for  the  first  time  providea 
for  certain  alizarine  dyes.  Alizarine  yellow,  alizarine  orange,  alizarine  green,  alizarine 
blue,  alizarine  brown,  and  alizarine  black  were  specifically  mentioned  by  name  in  the 
free  list.  The  act  of  August  27,  1894^  providea  for  alizarine  colors  or  djres,  but  not 
by  name,  only  with  a  general  provision,  namely,  *' alizarine  and  alizarine  colors  or 
dyes,  natural  or  artificial.'' 

Dyes  derived  from  anthracene  were  first  mentioned  specifically  in  the  act  of  July  24, 
1897.  They  were  provided  for,  together  with  dyes  aerived  from  alizarine,  in  the 
free  list. 

The  act  of  October  3. 1913,  made  the  first  provision  for  dyes  obtained  from  indiffo. 
These  dyes  were  provided  for  in  the  free  list  of  that  act.  This  same  act  also  made  the 
first  provision  for  d  yes  obtained  from  carbazol .  They  were  provided  for  together  with 
the  ayes  obtained  from  alizarine  and  anthracene,  in  the  free  list. 

The  act  of  September  8,  1916,  which  was  an  amendment  to  the  present  tariff  law  of 
October  3,  1913,  contained  the  first  provision  for  indigoids,  whetner  or  not  obtained 
from  indigo.  These  dyes,  together  with  natural  and  synthetic  indigo,  were  provided 
for  at  30  per  cent  ad  valorem. 

There  has  been  a  tendency  to  amplify  the  phraseologv  used  in  dyestuff  tariff  legis- 
lation. More  detailed  description  nas  been  used  in  almost  each  succeeding  act  to 
definitely  describe  certain  classes  of  dyes  which  were  to  be  classified  at  a  different  rate 
of  duty  than  the  bulk  of  the  coal  tar  dyes.  Referring  to  the  rates  of  duty  under  the 
different  acts,  it  is  noted  that  the  highest  rate  of  duty  was  assessed  under  the  act  of 
June  30,  1864.  This  was  a  compound  rate  of  duty  of  35  per  cent  ad  valorem  and  $1 
per  pound.  This  rate  was  in  effect  till  July  14,  1870,  when  it  was  reduced  to  35  per 
cent  ad  valorem  and  50  cents  per  pound.  This  rate  continued  in  effect  for  almost 
13  vears,  that  is,  until  the  act  of  March  3,  1883,  when  the  specific  rate  was  dropped 
and  coal  tar  dyes  were  classified  at  35  per  cent  ad  valorem.  This  rate  of  35  jper  cent 
ad  valorem  was  contained  in  the  act  of  October  1,  1890,  and  therefore  continued  in 
effect  from  1883  until  the  act  of  August  27,  1894,  a  period  of  11  years.  Coal  tar 
dyes,  except  alizarine  and  alizarine  dyes,  were  providea  for  under  that  act  at  35  per 
cent  ad  valorem. 

Rates  on  coal-tar  dyes  were  again  changed  imder  the  act  of  July  24,  1897,  being 
reduced  from  35  per  cent  ad  valorem  to  30  per  cent  ad  valorem.  This  rate  of  30 
per  cent  ad  valorem  has  continued  from  the  date  of  that  act  to  October  3,  1913,  on  all 
dyes  except  alizarine,  indigo,  and  dyes  obtained  from  alizarine,  indigo,  anthracene, 
and  carbazol.  These  excepted  dyes  have  been  continuously  on  the  free  list.  This 
genend  differentiation  in  (nassification  continued  and  was  embodied  in  the  present 
act,  Table  V,  September  8,  1916.  Under  this  act  all  coal-tar  colors,  except  natural 
and  synthetic  alizarine,  natural  and  synthetic  indigo,  and  dyes  obtained  from  alizarine, 
anthracene,  and  carbazol,  and  indigoids,  whether  or  not  obtained  from  indigo,  were 
provided  for  at  30  per  cent  ad  valorem  and  5  cents  per  pound.  The  excepted  dyes 
were  provided  for  at  30  per  cent  ad  valorem. 

Retrospection  of  industrial  development  in  this  country  is  necessary  to  determine 
whether  or  not  the  dyestuff  industry  was  partially  or  wholly  built  up  under  the  pro- 
tection afforded  the  industry  by  any  one  of  the  several  tariff  acts. 

DYBSTUFP   INDUSTRY  BXftLT   UP   DURING   THB  EXISTENCE  OF  THE  ACT  OP  JULY  14,  1870. 

It  is  noted  that  the  act  of  July  14,  1870,  provided  for  all  aniline  dyes  and  colors 
by  whatever  name  known,  at  50  cents  per  pound  and  35  per  cent  ad  valorem.  This 
rate  of  duty  remained  in  effect  till  the  act  of  March  3,  1883,  when  the  specific  rate 
was  dropped,  retaining  the  ad  valorem  rate  of  35  per  cent.  The  following  is  an 
excerpt  from  "Dyestuffs  for  American  Textile  and  Other  Industries,''  United  States 
Department  of  Commerce,  Special  Agent  Series,  No.  96: 

'^During  this  period,  consumption  of  aniline  dyes  assumed  large  proportions  in  the 
United  States,  which  became  the  leading  customer  of  the  German  factories.  There 
seemed  a  good  opening  for  American  enterprise,  and  in  1879  the  first  establishment 
for  the  manufacture  of  artificial  dyestuffs  was  started  at  Buffalo.    Eight  others  were 
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opened  soon  after.  At  that  time  the  manufacture  was  based  on  the  use  of  the  inter- 
mediates imported  from  Europe.  It  was  difficult  to  obtain  an  adequate  supply  ci 
benzol  from  domestic  tar  works.  The  Buffalo  works  did,  ior  a  few  years,  begmning 
with  1884,  make  its  own  aniline  oil,  but  was  forced  to  abandon  the  attempt  on  account 
of  the  uncertainty  of  obtaining  the  raw  material.  The  industry  was  extremely 
remunerative  at  the  outset.  There  seemed  to  be  a  good  prospect  of  soon  becoming 
independent  of  other  nations  in  this  branch,  except  so  far  as  patent  protection  existed, 
although  for  the  time  being  the  industry  was  based  upon  the  use  of  intermediates  of 
foreign  origin  procured  from  Germany  and  Great  Britain  in  1883.  However,  the 
growth  of  the  industry  was  suddenly  checked.  Within  a  year  five  of  the  nine  estab- 
lishments were  forced  to  close;  the  four  continued  to  manufacture  on  a  close  maigin." 

The  industry  was  so  effective  that  during  1881  and  1882,  through  internal  competi- 
tion alone,  the  cost  of  one  particular  dye  was  reduced  38  per  cent.  The  average 
annual  price  of  the  importea  dyes  decreased  during  the  period  of  1875  to  1882  from 
$3.04  to  $1.28  per  pound. 

During  the  nearings  conducted  by  the  United  States  Tariff  Commission  in  1882. 
information  was  offered  in  evidence  showing  that  two  concerns  were  at  that  time 
manufacturing  aniline  oil  in  this  country.  These  concerns  were  the  Albany  Aniline 
&  Chemical  Works,  Albany,  N.  Y..  and  American  Aniline  Works,  Parkersburg.  W.  Va. 

The  following  statement,  in  a  letter  addressed  to  subcommittee*  on  tariff.  Senate 
Finance  Committee,  dated  December  3,  1888,  was  made  by  Frederick  Koehler,  who 
was  employed  as  chemist  in  the  laiigest  aniline-color  factory  in  Germany  from  1874 
to  18^  ana  was  subsequently  employed  for  over  five  years  in  an  aniline-color  manu- 
factory in  this  country: 

''I,  for  my  part,  am  firmly  convinced  that  aniline  colors  can  and  will  l>e  made  here 
and,  as  a  matter  of  fact,  alx>ut  20  per  cent  of  the  home  consumption  are  actually 
made  here. 

'*  I  am  further  convinced  that  had  the  duty  nbt  been  lowered  in  1883  not  1  pound  of 
aniline  color  would  be  imported  to-day. 

^'It  is  tnie  we  did  not  succeed  nearly  as  well  as  I  expected,  but  that  does  not  prove 
the  impossibility  to  succeed  finally.  In  the  light  ol  my  knowledge  of  the  circum- 
stances under  which  this  industry  exists  here  and  abroad,  I  find  the  reasons  for  its 
slow  progress  here  chiefly  as  follows: 

"  (1)  In  the  very  large  difference  in  wg^es.  An  ordinary  laborer  in  German  aniline 
factories  receives  at  the  utmost  58  cents  for  11  hours'  work,  while  we  must  pay  from 
$1.25  to  $1.75  for  10  hours. 

"(2)  In  the  large  difference  in  the  cost  of  raw  material. 

**  (3)  In  the  difficulty  we  have  in  selling  our  goods.  There  are  now  about  20  agents 
of  foreign  manufacturers  established  in  this  country,  who  until  recently  have  had 
practicfily  the  whole  market,  and  whom  we  must  undersell  materially  in  order  to 
procure  any  share  of  the  market. 

**In  conclusion,  I  would  reiterate  my  statement  that  it  is  my  firm  belief  that  coal- 
tar  colors  can  be  made  here,  and  it  rests  wholly  with  your  honorable  body  to  make 
the  industry  prosper  or  die  out  by  tariff  legislation." 

Sperial  attention  is  directed  to  tliat  |X)rtion  of  the  statement  which  reads  as  follows; 

'  *  I  am  further  convinced  that  had  the  duty  not  been  lowered  in  1883,  not  one  |x)und 
of  aniline  colors  would  be  imported  to-day." 

The  Census  of  Domestic  Nlanufartures  for  1880  gives  verv  meager  information 
relative  to  detailed  statistics  of  coal-tar  dyes  manufactured  in  this  countr>'.  The 
only  specific  data  in  that  census  on  coal-tar  dyestuff  manufacture  is  a  statement 
that  80,518  pounds  of  aniline  colors  valued  at  $107,292  were  manufactured  in  the 
State  of  North  Carolina  and  tliat  344,114  pounds  of  anthracene  valued  at  $99,242 
were  manufactured  in  the  States  of  ^Iaryland,  North  Carolina,  and  Pennsyh'ania. 
and  in  the  District  of  Columbia  during*  that  year.  In  the  statistics  of  chemical 
manufactures  there  is  data  under  the  heading  of  'T)ye?tuffs  and  Extracts,"  which 
includes  both  coal-tar  dyes  and  natural  dyastuffp,  setting  forth  the  information  that 
there  were  41  establishments  manufacturing  tliese  commodities  in  the  United  States 
during  that  vear,  having  inve<«ted  capital  of  .?2,363.700,  emplo>Tng  992  people,  and 
having  an  annual  production  of  3,918.711  pounds  of  finisJ^ed  merchandise,  valued  at 
15,25:^,038. 

It  is  quite  evident  that  a  coal-tar  dyestuff  industry-  for  that  time  was  ]'>artially.  at 
least,  developed  during  the  existence  of  the  act  of  1870,  which  afforded  protection 
on  coal-tar  d>  es  of  35  per  cent  ad  valorem  and  50  cents  per  pound.  If  such  protection 
created,  temporarily,  at  least  a  dyestuff  industry  in  this  country  prior  to  1883,  iti" 
logical  to  conclude  tliat  an  equivalent  protection  would  maintain  and  permanently 
establish  the  dyestuff  industry  wMch  has  been  developed  in  this  country  durinu 
the  last  six  and  a  half  years,  .since  the  outbreak  of  the  European  war. 
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The  dyestuti  industry  produced  in  quantity  during  the  year  1919  over  25  per  cent 
more  dyes  than  were  consumed  during  the  fiscal  year  1913-14  and  manufactured 
approximately  90  per  cent  of  the  various  classes  of  dyes  consumed  in  this  country 
during  that  fiscal  year.  An  industry  so  effectively  established,  and  in  which  the  cost 
of  the  present  plants  has  been  amortized  during  the  war,  should  be  able  to  perma- 
nently exist  under  a  protection  equivalent  to  that  which  established  a  coal-tar  dye 
industry  in  this  country  in  the  few  years  precedent  to  1883. 

Table  2. — Equivalent  ad  oalorein  rates  of  duty  (protection)  on  coal-tar  dyes  *  imported 

during  tariff  act  of  July  14,  1870. 


Years. 


1875 » 

1876 

1877 

1878 

1879 

1S80 

1881 

1882 


Import      1 

Import 
vaiuo.» 

quantity.'    i 

1 

1 
Pounds,      i 

1A9.996  , 

$697,874 

165,753 

415,434 

210,506  , 

489,031 

228,424  ' 

479, 373 

297,221  ' 

595,489 

563,872  1 

976,404 

809,254  , 

1,208,553 

1,103,864  ! 

1,415,739 

Import 

unit 

value. 


$3.(M 
2.51 
2.32 
2.098 
2.02 
1. 732 
1.49 
1.283 


Composite 
ad  valo- 
rem rates. 


Per  cent. 
50.74 
54.95 
56.63 
58.83 
60.00 
63.87 
68.40 
73.99 


1  Except  alizarine,  which  was  patented  and  was  on  free  li^t. 

*  Impwt  quantities  and  values  transcribed  from  United  States  Commerce  and  Navigation  Reports. 

The  foregoing  table  shows  total  poundage,  total  value,  unit  value,  and  composite 
ad  valorem  rate,  of  the  annual  importations  of  coal-tar  dyes  into  the  United  States 
during  the  years  1875  to  1882,  inclusive,  which  was  the  period  during  which  the  tariff 
act  of  1870  was  in  force,  and  durins;  which  a  domestic  dyestuff  industi^  was  developed. 
It  is  observed  that  the  average  aa  avlorem  rate  expr^sed  in  percentage,  varied  mm 
50.74  per  cent  in  1875,  to  73.99  per  cent  in  1882.  A  compound  rate  of  duty  which 
would  be  equivalent  to  an  ad  avlorem  rate  of  70  per  cent,  would  represent  the  protec- 
tion necessary  for  the  permanence  of  the  dyestufi  industrv  in  this  country.  This  was 
the  protection  afforded  by  the  act  of  1870,  which  created  the  dyestuff  industry,  and 
which  all  the  producers,  in  the  hearing  before  the  United  States  Tariff  Commission 
in  1882,  asked  to  be  retained  as  sufficient  to  permanently  establish  the  industry  in 
this  country. 

PROPOSED  RATES  OP  DUTY  AMPLE  TO  PROTECT  AMERICAN  DYB8TUFP  INDUSTRY. 

The  proposed  compound  rates  of  duty,  set  forth  in  Table  3,  are  equivalent  to  ad 
valorem  rates  of  approximately  70  per  cent. 

Table  3. — Proposed  rates  of  duty  on  coal-tar  dyes. 


Classification. 

Rates  of  duty. 

Composite  ad  valorem 
rates. 

Minimum. 

Maximum 

Dyes  valued  at  25  cents  or  less  per 

pound. 
Dyes  valued  at  more  than  2S  cents  per 

pound  and  not  more  than  50  cents 

per  pound. 
Dyes  valued  at  more  than  60  cents  per 

pound  and  not  more  than  75  cents 

per  pound. 
Dyes  valued  at  more  than  75  cents  per 

pound  and  not  more  than  %\  per 

poimd. 
Dyes  valued  at  more  than  11  per  pound. 

30  per  cent  ad  valorem  and  10  cents 

per  pound. 
30  per  cent  ad  valorem  and  20  cents 

per  pound. 

30  per  cent  ad  valorem  and  30  cents 
per  pound. 

30  per  cent  ad  valorem  and  40  cents 
per  pound. 

30  per  cent  ad  valorem  and  50  cents 
per  pound. 

Percent. 
70 

70 
70 
70 

Pareeta. 

106.9 
88.8 
82.6 
80.8 
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These  compound  rates  of  duty  are  approximately  the  same  for  all  dyes  regBfdleflB 
of  price,  thereby  eliminating  the  objection  oftentimes  raised  that  one  compound  rftte 
of  duty  for  all  dyes  afifords  a  prohibitive  protection  for  the  cheap  dyes  and  not  sufficient 
protection  for  the  high-priced  dyes. 

Domestic  dye  manumcturers  appeared  before  the  Ways  and  Means  Committee 
during  the  hearings  on  ihe  EUll  bill  in  1916  and  stated  that  the  rate  of  duty  on  dyes, 
namely,  30  per  cent  ad  valorem  and  7^  cents  per  pound,  contained  in  that  meMure, 
would  enable  them  to  produce  in  the  United  States  from  domestic  materials  (Chilean 
nitrate  excepted)  all  the  dyes  our  domestic  industries  could  use.  This  rate  of  3()  per 
cent  ad  valorem  and  7}  cents  per  pound,  based  on  20  cents  per  pound,  the  avenge 
price  for  all  the  dyes  imported  during  the  fiscal  year  1913-14,  is  equivalent  to  a  com- 
posite rate  of  67.5  per  cent. 

If  a  protection  of  approximately  70  per  cent  buUt  up  a  domestic  dyestuff  industry 
in  this  country  during  the  few  years  prior  to  1883,  ana  domestic  manufacturera  were 
of  Uie  opinion  in  1916  that  a  protection  of  67.5  per  cent  would  permanently  establish 
a  dyestuff  industrv  in  this  country,  it  is  c^uite  evident  that  the  above  rates  of  duty, 
or  similar  rates  affording  an  equal  protection,  would  permanentlv  establish  the  now 
existing  American  dyestuff  industiy.  Such  rates  of  duty  would  not  embarnw  the 
consumers  in  the  procurement  of  the  dyes  necessary  for  their  needs  as  would  have  been 
the  case  in  liie  event  of  an  enactment  of  a  licensing  or  embargo  system. 


The  Dybstupps  SrruATiON. 
[From  AnMrican  Wool  and  Ck>tton  Reporter,  Feb.  17, 1021.] 

In  discussing  the  present  condition  of  the  dyestuff  industry  in  the  United  States 
it  is  necessary  to  take  a  bird's-eye  view,  as  it  were,  of  what  the  requirements  of  the 
industries  using  dyestuffs  are.  The  conception  on  the  part  of  the  general  public, 
and  amon^  the  Members  of  Congress  who  have  been  hearing  about  and  considerinff 
this  (juesUon  for  many  months,  seems  to  be  that  '^ shades"  are  produced  by  individual 

Specific  colors,  and  the  question  is  asked  whether  we  can  produce  this  or  that  shade, 
any  of  those  who  claim  to  be  experts  in  dyestuffs  seem  to  have  the  same  erroneous 
impression. 

HOW   SHADES   ARE   PRODUCED. 

Shades  are  produced  by  a  combination  of  colors.  Nearly  every  dyestuff  produces 
a  specific  color  which,  of  course,  is  a  shade  in  itself,  but  in  very  few  instances,  other 
than  bkick,  is  a  ''shade"  as  it  reaches  the  public  composed  of  a  single  color.  It  is 
toned  with  from  one  to  a  half  dozen  different  dyes  or  colors  to  match  a  specific  shade. 
It  is  essential,  therefore,  that  all  the  dyes  entering  the  combination  to  produce  this 
given  shade  should  be  of  a  simikir  nature,  chemically  and  physically.  Chemically, 
they  must  dye  the  material,  be  it  cotton,  wool,  silk,  leather,  or  other  material,  with 
the  same  sort  of  mordant.  In  other  words,  they  must  either  dye  in  an  add  bath  or 
in  an  alkaline  bath,  or  with  a  mordant  of  metaluc  salts  applied  to  the  material  either 
before  or  after  applying  the  dyestuff,  or,  in  a  vat,  by  reduction  and  oxidation.  Physi- 
cally, all  the  colors  used  to  produce  the  shade  must  be  equally  fast  to  various  require- 
ments, such  as  washing  in  not  or  cold  water,  to  soap,  to  alkaline,  or  to  sunli^t  and 
preserve  their  characteristics  under  artificial  li^ht.  If  any  one  of  these  properties 
varies,  the  shade  produced  by  the  combination  is  changed. 

The  dyer  ie  also  always  confronted  with  the  problem  of  making  all  the  colors  used 
in  his  combination  stand  the  various  processes  through  which  the  goods  pass  after 
leaving  him,  such  as  fulling,  stoving,  finishing  and  the  other  processes  through  which 
goods  pass  before  they  reach  the  clothing  manufacturer.  To  the  textile  manufac- 
turer this  matter  is  of  particular  importance.  For  instance  in  the  case  of  woolen  goods 
containing  cotton  or  silk  thread,  his  dyer  must  dye  his  wool  or  his  yam  with  wool 
colors  that  when  woven  into  the  piece  will  not  bleed  or  stain  the  cotton  or  silk  threads 
which  it  contains.  If,  on  the  otner  hand,  Hie  mill  is  making  goods  to  be  dyed  in  the 
piece  containing  such  threads,  he  must  have  colors  that  in  the  dyeine  will  not  stain 
or  cover  the  cotton  or  silk  on  the  one  hand  or  strip  off  the  color  that  isalreEuly  on  them 
on  the  other  hand.  The  silk  dyer  must  have  the  colors  that  will  stand  the  processes 
the  woolen  mill  wants  to  put  the  goods  through.  So  must  the  cotton  mill  in  delivering 
warp  or  yam  for  cross  dye  purposes. 
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MAKE  ABOUT  M  PBR  CENT  OF  COLORS. 

All  this  indicates  that  there  is  more  implied  in  dyeing  or  producing  dyeetuffs  tlian 
simply  obtaininj^  a  ''shade/'  which  in  the  popular  mind  is  all  that  is  essential.  It  is 
true,  of  course,  that  we  are  now  manufacturing,  and  manufacturing  successful ly,  in  the 
United  States  about  85  per  cent  of  the  colors  necessary  for  the  average  class  of  work; 
that  is,  we  are  manufacturing  basic,  substantive  (^one  dip),  and  sulphur  colors  for  the 
cotton  dyer,  the  acid  and  many  of  the  chrome  mordant  colors  for  the  woolen  dyer. 
The  silk  dyer  has  a  very  ample  choice  of  acid  colors  and  ordinary  dyes  to  choose  from 
for  his  purposes,  but  when  we  get  down  to  the  special  colors  supposed  to  be  fast  in 
light  shades,  we  begin  to  find  a  lack  of  proper  material  for  such  dyeing.  We  are  also 
compelled  to  forego  certain  processes  in  manufacturing,  such  as  dyeing  in  the  piece 
goods  containing  fancy  threads,  and  every  textile  manufacturer  knows  the  advantage 
of  this  method  on  certain  classes  of  goods.  Color  for  fancy  shirtings  supposed  to  stand 
rough  laundry  usage  can  not  be  obtained  except  with  dyes  which  we  are  not  producing 
here  and  which,  owing  to  the  lack  of  anthracene  and  other  intermediates  at  a  reason- 
able figure,  are  not  likely  to  be  produced  at  reasonable  prices  for  some  time  to  come. 

VARIOUS  CLAESES  OF  DTB8TUFF8. 

Dyestuffs  may  be  divided  into  various  classes.  Among  the  wool  colors  we  have  the 
chrome  mordant  colors,  the  after-cliiome  mordant  colors,  the  ordinary  acid  colors,  the 
special  colors  such  as  eosine,  erythrosine,  rhodamine,  violamine,  etc.,  and  the  vat  and 
alizarine  or  anthracene  colors,  which  are  the  '^ast  colors."  For  cotton  we  have  the 
basdc  colors  dyed  on  metallic  mordants,  the  oneKiip  or  substantive  colors  dyed  in  a 
salt  bath,  the  sulphur  colors,  and  also  the  vat  colors  for  special  fastness.  For  lakes  and 
pi^ents  used  for  inks,  paints,  etc.,  we  have  bromofluorescene  colors,  such  as  bromo 
acid,  eosine,  etc.,  the  insoluble  azo  colors,  alkali  blues,  and,  of  course,  the  intermedi- 
ates betanaphthol,  paranitraniline,  alphanaphthylamine,  etc .  Of  most  of  these  groups 
we  are  makme;  ample  supplies  not  only  to  meet  our  own  demands  but  to  cover  a  lai:ge 
export  trade  besides. 

The  number  of  dyestuffs  available  and  used  before  the  war  was,  of  course,  far  greater 
than  those  manufactured  to-day,  but  this  does  not  of  necessity  indicate  a  lack  of  re- 

auired  colors.  On  the  contrary  it  indicates  that  there  were  many  dyestuffs  that 
uplicated  others  in  shade  and  character  although  not  necessarily  of  the  same  cliemical 
nature.  At  the  present  time  one  American  maker  claims  to  be  making  about  300 
dyestuffs.  Others  claim  about  as  many,  but  if  the  groups  are  gone  over,  we  would 
find  in  every  one  of  the  cases  very  serious  deficiencies. 

For  wool  dyeing  the  group  of  mordant  colors  is  quite  ample  and  most  of  the  require- 
ments can  be  taken  care  of  as  regards  shades  dyea  on  after-chrome  and  mordant  bot- 
toms, ^ut  the  fastness  of  the  alizarine  and  anthracene  colors  is  lacking. 

In  the  a:'id  color  group,  used  mostly  on  ladies  dress  goods  and  lighter  woolens, 
practically  everything  can  be  obtained  in  this  market  except  the  level  dyeing  blues 
and  some  yellows.  These  are  lacking  in  quantity  and  quality  and  are  most  essential 
forproducmg  practically  every  shade  that  is  at  all  desirable! 

for  calico  printing  we  still  lack  colors  for  special  purposes,  particular Iv  those  suit- 
able for  hydrosulphite  discharges.  Naturally  the  conmiercial  demand  for  this  claes 
of  produ(*t8  is  limited,  and  there  is  little  inducement  to  take  up  their  manufacture. 

OUR  POSITION  AS  TO  GROUPS. 

Checking  up  the  various  groups,  it  is  safe  to  say  that  in  the  cotton  colors  the  "  bulk 
products"  used  in  laige  quantites,  such  as  direct  one-dip  black  and  sulphiur  black 
we  are  now  mfiking  enough  to  take  care  of  the  entire  world's  consumption  and  can 
probably  compete  with  the  rest  of  the  world  in  price.  The  same  holds  good  for  most 
of  the  sulphur  colors.  We  are  producing  them  on  such  a  scale  and  in  such  quantities 
that  we  need  fear  no  competition  from  any  source.  In  the  colors  of  special  fastness, 
however,  we  have  done  practically  nothing  and  of  the  later  *' one-dip''  colors  none 
of  the  faster  ones  have  been  duplicated  on  a  commercial  scale. 

Of  vat  colors  indigo  is  the  inoet  important  and  widely  used  and  we  are  making 
enough  to  supply  all  American  demands  and  a  great  quantity  has  been  exported 
to  China,  Japan,  and  other  countries  having  a  large  conmmption,  and  apparently 
in  active  comi>etition  with  the  French,  English,  and  German  plants,  even  though 
the  price  here  is  about  five  times  the  prewar  price,  when  indigo  came  in  free,  while 
now  it  is  dutiable  at  30  per  cent  ad  valorem.  Indigo,  however,  is  the  only  one  of 
the  vat  colors  which  has  been  turned  out  in  any  satisfactory  quality  or  quantity. 
Some  of  the  vat  blues,  red,  and  violets  have  appeared  in  the  market  from  time  to 
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time  and  more  are  promised  in  the  future,  but  in  the  meantime  supplies  are  being 
obtained  from  abrosul. 

With  the  colors  for  lake  and  pigment  makers,  the  question  of  price  seems  to  retard 
consumption.  This  is  the  trade  that  feels  the  hi^h  cost  of  dvestuffs  more  than  anv 
other,  so  far  as  its  relation  to  the  finished  product  is  concerned.  Therefore,  althou|^ 
there  are  many  satisfactory  dves  and  intermediates  available,  so  far  as  quality  is 
concerned,  the  prices  are  too  high  to  warrant  their  use  for  lake-making  purposes. 

Outside  of  betanaphthol  and  paranitraniline  about  the  only  colors  used  on  any 
lai]ge  scale  are  the  azo  colors.  Alkali  blue  used  to  be  an  item  of  great  interest  to  the 
printing  ink  makers,  and  even  at  a  price  of  from  65  to  80  cents  a  pound  it  was  used  in 
enormous  quantities,  but  with  the  present  price  ranging  from  $3  to  $4  a  pound,  it  is 
out  of  the  question.  Even  paranitraniline  at  $1  per  pound,  as  compared  to  the  pre- 
war price  of  16  cents,  and  betanaphthol  at  about  45  cents,  compared  to  about  8  cents, 
makes  these  intermediates  pretty  high  for  the  ink  and  paint  makers  to  use,  although 
they  must  have  them  for  reds  to  stand  the  sunlight.  Alizarine  red,  formerly  used 
quite  largely,  is  entirely  out  of  the  question  on  account  of  price. 

AS  TO  THE  FUTURE. 

In  discussing,  therefore,  the  condition  and  progress  of  the  American  dyeetuff  man- 
ufacture, it  is  necessary  to  consider  more  than  merely  the  number  of  dyestufk  pro- 
duced and  their  value  in  dollars.  The  latter  is  especially  deceptive,  particularly  in 
comparison  with  prewar  statistics,  owing  to  the  great  diJt^ence  in  price. 

The  colors  we  are  making  here  in  most  instances  are,  color  for  color,  and  product 
for  product,  as  good  as  any  we  ever  imported.  We  are  making  the  lines  that  have 
the  largest  demand  as  to  quantity,  and  I  doubt  if  we  will  ever  again  import  any  of 
the  prcxiucts  that  we  are  making  in  bulk. 

As  to  the  distinctive  products  for  flpeoifir  purposes,  we  have  not  progressed,  and  I 
doubt  if  it  \vi\\  pay  to  waste  much  effort  on  them,  bearing  in  mind  always  tliat  it  is 
the  consumer  who  uses  the  produot  who  is  most  interested  in  obtaining  it  at  a  price 
which  he  can  afford  to  pay  lor  it  if  he  is  to  compete  with  others  who  are  more  favor- 
ably situated.  Besides,  wha/t  the  taxtile  man  wants  is  to  obtain  the  necessary  dye- 
stuffs  for  his  sperific  purpose  at  the  time  his  orders  come  in.  so  that  he  can  make  up 
his  goods  and  deliver  them  in  due  neason  and  not  be  (compelled  to  wait  for  a  supply 
Someone  has  to  take  the  rhance  of  having  the  goods  on  hand  for  him,  and  under  a 
license  system,  such  as  now  prevails,  or  any  other  kind  of  a  system  which  makes  him 
wait  from  four  weeks  to  six  months  before  he  can  get  the  products  he  wants,  will 
never  answer  his  purpose. 

To  this  extent  the  textile  manufacturer  is  handicapped  by  the  efforts  being  made 
by  the  dye  manufacturers  to  protect  themselves,  and  which  would  enable  them  to 
add  only  a  very  small  proportion  of  the  goods  needed  to  those  thev  are  now  producing, 
and  the  small  manufacturer,  producing  only  a  limited  line  of  colors  from 'certain 
intermediates,  is  likely  to  be  throttled  by  the  larger  plants  that  make  and  often  con- 
trol the  intermediates  he  needs  or  the  crudes  from  which  they  are  made.  This  is 
the  real  danger  of  any  system  that  bars  the  way  to  obtaining  necessary  products 
quickly  and  at  reasonable  prices,  if  the  ability  to  obtain  them  is  tied  up  m  red  tape 
and  official  or  other  interference  with  the  resjular  channels  of  business.  A  duty  based 
on  both  ad  valorem  and  specific  rates  to  overcome  currency  depreciation  would  give 
ample  protection  to  the  American  industry,  which  is  now  firmly  established,  and 
enable  the  consumei*s  to  get  what  they  neeci  when  they  want  it  \nthout  interference 
by  any  outsiders,  and  to  determine  for  themselves  the  quality  of  goods  they  want 
and  such  as  will  answer  their  purposes  best  according  to  their  own  individual 
requirements. 

• 
Pertinent  Facts  Relating  to  Dtbstufps  Legislation. 

[By  E.  R.  Pickrell,  formerly  ohiel  chemist,  Customs  Service,  New  York,  N.  Y.] 

Although  the  hearinsrs  before  the  Ways  and  Means  Committee  and  Senate  Finaiwe 
Committee  on  the  Longworth  dyestuffs  bill  during  the  summer  of  1919  and  printer  of 
1919  and  1920  comprised  1,359  printed  pages,  and  notwithstanding  that  hundreds  of 
ne^^^3paper  and  peiiodical  articles  have  lieen  published  within  the  last  two  years 
relating  to  this  propf)sed  legislation,  a  person  will  search  in  vain  for  detailed  statistics 
as  to  the  present,  ])a8t,  and  contemplated  protection  for  the  various  coal-tar  products 
pro\ided  for  in  the  Longworth  dyestuffs  bill  (without  the  licensing  feature).  The 
average  ad  valorem  rate  of  duty  Cprotection)  afforded  by  the  present  tariff,  otherwise 
known  as  the  Underwood-Simmons  law,  and  by  the  act  of  1909  (^Payne-Aldrich  law) 
have  been  determined  and  on  different  occasions  stated  for  public  information.    No 
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one  has  ever  advised  the  interested  public  as  to  what  protection  has  been  afforded  in 
the  past  and  as  to  what  protection  is  asked  for  on  the  various  coal-tar  products  covered 
by  the  Longworth  bill.  Notwithstanding  the  fact  that  the  tariff  law  is  one  of  the 
principal  sources  of  revenue  for  the  Federal  Government^  no  data  has  been  publicly 
offerea  showing  possible  revenue  to  be  derived  from  the  Longworth  l)ill  (without  the 
licensino;  feature). 

The  object  of  these  statistics  is  to  show  clearly  and  concisely  for  public  information 
the  following: 

1.  The  comparative  rates  of  duty  of  each  article  or  class  of  articles  under  the  Long- 
worth  bill,  present  laws  (Underwood-Simmons  law  and  Title  V,  Sept.  8,  1916),  and 
Payne-Aldnch  law. 

2.  The  average  or  composite  ad  valo^m  rates  of  duty  (protection)  on  crudes,  inter- 
mediates, and  ayes  under  these  three  measures,  based  on  1914  import  prices,  on  1921 
import  prices  (both  normal  and  present  exchange)  and  on  1921  American  selling 
prices. 

3.  The  revenue  to  the  Federal  Government  which  would  be  obtained  if  each  of 
these  measures  were  in  effect  and  the  coal-tar  products  identical  in  nature  and  quanti- 
ties to  those  imported  during  fiscal  year  1913-1914  were  again  imported  and  the  follow- 
ing prices  were  used:  (a)  19i4  import  prices;  (6)  1921  import  prices,  normal  exchange; 
(c)  1921  import  prices,  present  exchange;  and  (d)  1921  American  selling  prices. 

4.  The  quantities  ana  classes  of  dyes  which  were  impoited  during  fiscal  year  1913-14 
and  were  not  manufactured  in  the  United  States  in  1919. 

5.  The  average  or  composite  ad  valorem  rates  of  duty  (protection)  if  these  quantities 
and  classes  of  dyes  were  miported  under  these  three  measures  and  the  revenues  which 
would  be  collected.  • 

CLASSIFICATION   AND   RATES   OF  DUTY   UNDER  THREE   MEASURES. 

In  order  to  compare  the  respective  rates  of  duty  on  all  coal-tar  products  (crudes, 
intermediates,  dyes,  medidnals,  etc.)  under  the  present  laws  (Underwood-Simmons 
act  and  THtle  V,  Sept.  8,  1916)  and  Payne-Aldricn  law.  Table  1  was  prepared.  In 
determining  the  rates  of  duty  under  the  present  la^^'s  and  Payne-Aldrichlaw,  Treasury 
Department  and  customs  court  decisions  under  these  acts  were  followed.  For 
example,  phenolphthalein,  acetanilid,  salol,  acetphenetidin,  antipyrine,  and  acetyl- 
salicylic  acid,  altnoii^  coal-tar  medicinals,  have  been  held  by  the  Treasury  Depart- 
ment to  be  more  specifically  provided  at  25  per  cent  ad  valorem  under  paragraph  18 
of  the  Underwood-Simmons  law  than  as  medicinals  at  30  per  cent  ad  valorem  under 
Group  III,  Title  V,  act  of  September  8,  1916,  and  accordingly  were  so  classified.  It 
will  be  noted  that' this  table  is  so  constructed  that  the  corresponding  rates  of  duty 
for  each  article  as  well  as  the  paragraph  or  group  in  which  classified  under  the  three 
separate  measures  are  set  forth  on  Sie  same  line,  thereby  facilitating  comparison. 

In  practically  all  instances  the  same  classification  and  rates  of  duty  prevail  for  the 
various  coal-tar  products  in  the  Longworth  bill  as  now  exist  in  the  present  tariff  law 
(Title  V,  Sept.  8,  1916).  In  comparing  the  rates  of  duties  for  the  various  coal-tar 
products  under  the  Longworth  bill  and  the  Payne-Aldrich  law,  no  similarity  exists 
whatsoever.  The  crudes  are  either  free  or  dutiable  at  20  per  cent  ad  valorem  under 
the  Payne-Aldrich  law  while  they  are  all  free  under  the  Longworth  bill  and  present 
law.  Some  of  the  intermediates  (principally  the  simpler  or  more  crude  intermediates) 
are  free  under  the  Payne-Aldrich  law,  while  others  are  dutiable  at  either  20  per  cent 
or  25  per  cent  ad  valorem.  The  Longworth  bill  and  present  law  provide  for  all  inter- 
mediates at  15  per  cent  ad  valorem  and  2^  cents  per  pound.  The  present  law  assesses 
all  coal-tar  dyes,  color  lakes,  color  acids,  color  bases,  leuco  acids  and  leuco  bases, 
except  indigo,  alizarine  and  dyes  obtained  from  indigo,  alizarine,  anthracene,  and 
carbozol,  at  30  per  cent  ad  valorem  and  5  cents  per  pound.  These  excepted  dyes 
are  provided  for  at  30  per  cent  ad  valorem.  Under  the  Payne-Aldrich  law,  certain 
dyes  are  free,  others  dutiable  at  30  per  cent  ad  valorem,  and  still  others  at  specific 
rates  of  duty  at  so  much  a  pound.  Color  lakes  are  dutiable  at  30  per  cent  ad  valorem 
and  all  color  acids,  color  bases,  leuco  acids,  and  leuco  bases  are  dutiable  at  20  per 
cent  ad  valorem.  The  only  satisfactory  explanation  for  the  classification  in  the 
Payne-Aldrich  law  is  that  certain  azo  dyes  were  manufactured  in  this  country  prior 
to  1909,  the  date  of  the  passage  of  this  act.  These  dyes  were  made  dutiable  at  30 
per  cent  ad  valorem,  while  the  imported  intermediates  from  which  they  were  manu- 
factured were  placed  on  the  free  list.  This  protected  the  manufacturer  and  at  the 
same  time  it  enabled  him  to  obtain  free  of  duty  the  intermediates  which  were  the  raw 
materials  for  the  manufacture  of  these  dyes.  Under  the  Longworth  bill  all  dyes, 
color  lakes,  color  acids,  color  bases,  leuco  acids  and  leuco  bases  are  made  dutiable 
at  30  per  cent  ad  valorem  and  5  cents  per  pound. 
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Table  1. — Comparison  of  rates  of  duties  on  articles  provided  for  in  present  tariff 
IfiLWs  {Under wood'Simmons  law  and  act  of  Sept,- 8,  1916),  Longworlh \djfestMf 
billy  and  Payne-Aldrieh  law. 


Articles. 


Aoenaphthene 

Anthracene,  less  than  30  per 
cent. 

Bensol 

Carbazol,  less  than  65  per  cent. . . 


Present  laws— Sept.  8, 
1916. 


CumoL 

Cymene 

Cresol 

Fluorene 

Methylanthraoene 

Metacresol,  less  than  90  per 
cent. 

M  ethylnaphthalene 

Naphthalene,  less  than  70*  C. . 

Orthocresol.  less  than  90  per  cent 

Paracresol,  less  than  90  per  cent . 

Pyridin 

Quinolin 

Toluol 

Xylol 

Creosote  oil 

Anthracene  oil 

Pitch  of  coal  tar 

Pitch  of  blast-furnace  tar 

Pitch  of  oil-gas  tar 

Pitch  of  water-gas  tar 

Crude  coal  tar 

Crude  blast-furnace  tar 

Crude  oil-gas  tar 

Crude  water-gas  tar 

Other  coal-tar  distillates,  less 
than  6  per  cent  phenol. 

All  mixtures  of  coal-tar  distil- 
lates and  pitches. 

All  other  products  found  natu- 
rally in  coal  tar  and  not 
specially  provided  for. 

Acetanilia  not  suitable  for 
medicinal  use. 

Alphanaphthol 

Amidobensoic  add i do 

Amidonaphthol ' do 

Amidophenet(4 1 do 


Free,  Group  I 

Free,    Group   I,  less 
than  25  per  cent. 

Free,  Groupl 

Free,   Group  I,  less 
than  25  per  cent. 

Free.  Groupl 

do 


}••• 


do. 
do. 
do. 
do. 

do. 
do. 
do. 
do. 
do. 
do. 
do. 
do. 
do. 
do. 
do. 
do. 
do. 
do. 
do. 
do. 
do. 
do. 
do. 

do. 
do. 


16  per  cent  and 

cents.  Group  II. 

do 


3i 


for 


for 


Amidophenol 

Amidosalicylic  acid 

Amidoanthraquinone , 

Anilin  oil 

Anilinsalt , 

Anthraquinone , 

Arsanillc  add , 

Bensaldehyde  not  suitable 

medicinal  use. 

BenEalchloride , 

Bensanthrone , 

Benzidin , 

Benzidin  sulphate , 

Benzoic  acid  not  suitable 

medidiial  use. 

Benzoquinone 

Benzoylchloride , 

Benzylchloride 

Betanaphthol  not  suitable 

medidnal  use. 

Brom  benzol 

ChlorbcHzol 

Chlorophthalic  acid 

Cinnamic  acid 

Cuniidin 

Dehydrothiotoluidiu 

Diaminn«<tillM)ne 

Dianisidin 

Dichlorphthalic  add 

Dimethylanllin 

Oimethvlamidophenai 

D  i  methylnhenylbenzylanuno- 

niumhydroxide. 


for 


.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 

.do. 
.do. 
.do. 
.do. 
.do. 

.do. 
.do. 
.do. 
.do. 

.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 


Longworth  bill. 


Free.  Groupl. 
do 


.do. 
.do. 

.do. 
.do. 
.do. 
.do. 
.do. 
.do. 

.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 

.do. 
.do. 


15  per  cent  and 

cents.  Group  11. 

do 


^ 


.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 

.do. 
.do. 
.do. 
.do. 
.do. 

.do. 
.do. 
-do. 
.do. 

.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 


Payne-AIdrich  tarifl 
law. 


20  per  cent,  par.  15. 
Do. 

Free,  par.  536. 

20  per  cent,  par.  15. 

Do. 
Do. 
Do. 
Do. 
Do. 
Do. 

Do. 
Free,  par.  536. 
20  per  cent,  par.  15. 

Do. 

Do. 

Do. 
Free,  par.  536. 

Do, 

Do. 
20  per  cent,  par.  15. 
Free,  par.  536. 

Do. 

Do. 

Do. 

DOw 

Do. 

Do. 

Do. 
20  per  cent,  par.  IS. 

iFree,  par.  536. 
\20  per  cent,  par.  15. 
Do. 


00. 

Free,  par.  536. 
25  per  cent,  par.  1. 
20  per  cent,  par.  15. 

Do. 

Do. 
Free,  par.  536. 
20  per  oent2par415. 
Free,  par.  62^. 
Free,  par.  401. 
20  per  cent,  par.  15. 
25  per  cent,  par.  1. 
Free,  par.  536. 

20  per  cent,  par.  15. 

Do. 
Free,  par.  536. 
20  per  cent,  jNEtr.  15. 
Free,  par.  482. 

20  per  cent,  par.  l&- 

Do. 
Free,  par.  336. 

Do. 

20  per  cent,  par.  15. 

Do. 
25  per  cent,  par.  1. 

Do. 
Free,  par.  536. 
20  per  cent,  par.  15. 

Do. 
Free,  par.  536. 
25  per  cent,  par.  1. 
Free,  par.  59B. 
20  per  cent,  par.  15. 

Do. 


DYES  EMBABGO. 
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Table  1. — ComparUon  of  rates  of  diuies  on  articles  provided  for  in  present  tariff 
laws  ( Underwood-Simmons  law  and  act  of  Sept.  8,  1916)^  Longworth  dyesttlff' 
hill  J  and  Payne-Aldrich  law — Continued. 


Articles. 


DimethylphenyleDediamlne . 


Dinitrobenzol .• 

Dinitrochlor  benzol 

Dlnitrooaphthalene 

Dinitrophenol 

Dinitrotoluol 

Dioxynaphthalene 

D  iphenylamiu 

Etnylbentvl  anilin 

Hydrox^henyLamnic  acid 

Metanilic  add'. 

Methylyanthraquinone 

Napbthylamine 

Naphthylenediamin 

OrtAonitranilin 

Paranitranilin 

Metanitranilin 

Nitroanthraoutnone 

Nitrobenzalaehyde 

Nitrobentol 

Nitronaphtbalene 

Nitropheiiol 

Nitit^enylenediMnin 

Nitrosodimethylanilln 

Nitrotoluol 

Nitrotoluylenediamin 

Phenol 

Phenylenediamin 

Phenylhydrazine 

PbenylnaphthylaBiiii 

PbeuylglycocoU 

PhenTlglycoconorthocarboxylic 

Phtbaiicacid 


.do. 


.do. 
.do. 


Phthaiic  anhydride 

Phthallmid 

Resorcin  not  suitable  for  medic- 
inal use. 
Salicylic  acid  not  suitable  for 

medicinal  use. 
Salicylic  acid  salts  not  suitable 

for  medicinal  use. 

Sttlphanilic  add 

Thiocarbanilid 

Tetracfalorphtbalic  add 

Tetramethyldiaminobenzophe- 

none. 
Tetramethyldiaminodipbenyl- 

methane. 

Toluol  sulphochloride 

Toluol  sulphamid 

Tribrompnenol 

Toluidhi 

ToUdin 

Toluylenediamin 

XyUdin 

Sulpboadd  or  sulphoadd  salt  of 

foregoinff  (except  uaphthvla- 

mine  suipno  adds  and  tneir 

sodium  or  potassium  salts, 

naphthol   sulpho-adds   and 

their  sodium  or  potassium 

salts  and  amidonaphtholsul- 

pho-acids  and  tbdr  sodium  or 

potassium  salts  and  diamino- 

stilbendisulpbo  add.) 
Naphthylamin  sulpboacids  and 

their  sodium  or  potassium 

salts. 
Naphtbol  sulpboacids  and  tbdr 

sodium  or  potassium  salts. 
Amidonaphtbolsulpboadds  and 

tbdr  sodium  or  potassium 

salts.                                                                            I 
Diamidostilbendisulpboadd I do do. 


Present  laws— Sept.  S, 
1916. 


Xongwortb  bill. 


Payne-Aldricb  tariff 
law. 


15  per  cent   and 

cents,  Group  II. 

do 


n 


.do. 
.do. 
.do. 
.do. 
.do. 
do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 

.do. 

.do. 
.do. 
.do. 

.do. 

.do. 

.do. 
.do. 
.do. 
.do. 

.do. 

.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 


15  per  cent  and 

cents,  Group  II. 

do 


2i 


.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 


15  per  cent  and  2} 

cents,  T.  D.  36914. 
do 


.do. 
.do. 

-do. 

.do. 

.do. 
.do. 
.do. 
.do. 

.do. 

.do, 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 


30  per  cent,  par.  15. 

Free.  par.  538. 

Do. 
20  per  cent,  i)ar.  15. 

Do. 
Free,  par.  536. 
20  per  cent,  par.  15. 
Free,  par.  536. 
20  per  cent,  par.  15. 
25  per  cent,  par.  1. 
Free,  par.  536. 
20  per  cent,  par.  15. 
Free,  par.  536. 
20  per  cent,  par.  15. 

Do. 
Free,  par.  536. 
20  per  cent,  par.  15. 

Do. 

Do. 
Free,  par.  536. 
20  per  cent,  par.  15. 

Do. 

Do. 

Do. 
Free,  par.  536. 
20  per  cent,  par.  15. 

Do. 
Free,  par.  536. 
20  per  cent,  par.  15. 

Do. 

Do. 
25  per  cent,  par.  I. 

Free,  par.  482. 

Do. 
20  per  cent, par.  15. 
Free,  par.  595. 

5  cents    per   pounds 

par.  1. 
20  per  cent,  par.  15. 

25  per  cent,  par.  1. 
20  per  cent,  par.  15. 
25  per  cent,  par.  1. 
20  per  cent,  par.  15. 

Do. 

Do. 

Do. 

Do. 
Free.  par.  536. 

Do. 
20  per  cent,  par,  15. 
Free,  par.  536. 
20  per  cent,  par.  15.. 


.do ]  Free,  par.  536. 


.do. 
.do. 


Do. 
Do. 

Do. 
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Table  1. — Comparison  of  rates  of  duties  on  articles  provided  for  in  present  tariff 
laws  (Underwood^Simmons  law  and  act  of  Sept.  8,  1916)^  Longvoorth  dyestuff 
hill^  and  Payne- Aldrich  law — Continued. 


Articles. 


All  other  products  employed  in 
manufacture  of  products  in 
Group  II  or  III  and  obtained 
from  any  foregoing  products 
or  from  products  in  uroup  I. 

Anthracene  30  per  cent  or  more. 


Carbaeol  65  per  cent  or  more. 


Metacresol  90  per  cent  or  more. 


Nanhthalene  70*  C.  or  above. . . 

Orthocresol  90  per  cent  or  more . 

Paracresol  90  per  cent  or  more . . 

All  coal-tar  distillates  contain- 
ing 5  per  cent  or  more  phenol. 

All  mixtures  of  foregoing  except 
sheep  dip  and  medicinal 
soaps. 

All  colors,dye8,Qr  stains  whether 
soluble  or  not  in  v^ater  (ex- 
cept indigo  extracts  or  pastes, 
indigo  carmined,  synthetic 
indigo,  synthetic  alizarine 
and  dyes  derived  from  syn- 
thetic alisarine  or  anthracene 
or  carbasol). 

Sjmthetic  indigo  (solid) 

Synthetic  indigo  extracts  or 
paste. 

Synthetic  indigo  carmined 


Other  dyes  obtained  from  in- 
digo and  indigolds. 

Synthetic  alizarine  and  dyes 
derived  from  synthetic  alisa- 
rine  or  anthracene. 

Dyes  obtained  from  carbazol. . . . 

OHor  acids , 


Color  bases. 
Color  lakes. 


Leuco-acids  and  leuco*bases, 
whether  colorless  or  not. 

Indoxyl  and  indoxyl  com- 
pounds. 

Ink  powders 

Photographic  chemicals 


Flavors , 

Acetanilid  suitable  for  medi- 
cinal use. 

Acetphenetidin 

AcetylsalicyUc  acid 

Antipyrine 

Benzaldehyde  suitable  for  me- 
dicinal use. 

Benzoic  acid  suitable  for  me- 
diciual  u.se. 

Betanaphthol  suitable  for  me- 
dicinal use. 

Pheiiolphthaleiii  suitable  for 
mdidnal  use. 

Resorr'in  suitable  for  medicinal 
use. 

Salk'vUc  acid  suitable  for  mc- 
dicltial  use. 

Salicylic  acid  salts  suitable  for 
medicinal  asc. 

Salol 

Other  medicinals 

Sodium  benzoate 


Saccharin. 


Present  laws— Sept.  8, 
1916:  Oct.  3, 1913. 


15  per  cent  and  2( 
cents,  Group  II. 


15  per  cent  and  2 
cents,  Group  II;  ~ 
per  cent  or  more. 

do 


Longworth  bill. 


Payne-Aldricfa  tariff 
law. 


15  per  cent  and  2§  <  aOpercent,  par.  15. 
cents,  Group  II. 


I 


.do. 


Do. 


15  per  cent  and  2) 
cents,  Group  II. 

do 

do 

do 

do 


.do. 


30  per  cent  and  5  cents, 
Group  III. 


.do. 
.do. 

.do. 

.do. 

.do. 

.do. 


15  per  cent  and  2^ 
cents.  Group  II. 

do 

30  per  cent  and  5  cents, 
Group  III. 

15  per  cent  and  2} 
cents.  Group  n. 

do 


15  per  cent,  par.  37 

30  per  cent  and  5  cents. 

Group  III. 
30  per  cent.  Group  III. 
25  per  cent,  par.  IS — 


.do. 
.do. 
.do. 


30  per  cent,  Group  III 

....do 

do 

25  per  cent,  par.  18. . . 
30  per  cent,  Group  III. 
do 


.do. 


25  per  cent,  par.  18 — 
30  per  cent,  uroup  III . 
5   cents   per   pound, 

par.  67. 
65  cents  i)er  pound, 

par.  179. 


15  per  cent  and  21  I         Do. 

cents,  Group  11;  25  | 

per  cent  or  more. 

15  per  cent  and  2)  ,  Free,  par.  536. 

cents.  Group  II.        > 

do i        Do. 

do I        Do. 

do Do. 

do I  Free,  pars.  536, 482. 


.do. 


20  per  cent,  par.  15. 


30  per  cent  and  5  cents,  |  30  per  cent,  par.  15. 
Group  ni. 


.do. 
.do. 

.do. 

.do. 

.do. 


.do. 
.do. 

.do. 
.do. 


.do. 

.do. 

.do. 
.do. 


Not  provided  for. 
30  per  cent  and  5  cents, 
Gro      ' 


Iroup  in. 

.do. 

.do. 

.do. 

.do. 


.do. 
.do. 
.do. 
.do. 
.do. 
.do. 


.do. 
.do. 
.do. 

.do. 


Free,  par.  502. 

f  of  1  cent  per  pound, 

par.  25. 
10  cents  per   pound, 

par.  86. 
30  per  cent,  par.  15. 

Free,  par.  487. 

30  per  cent,  par.  16. 
20  per  cent,  par.  15. 

Do. 
30  per  cent,  par.  56. 

20  per  cent,  par.  15. 

Do. 

25  per  cent,  par.  26. 
25  per  cent,  par.  3. 

25  per  cent,  pars.  3, 65 
25  per  cent,  par.  65. 

Do. 
25peroent,  par.  1. 
25  per  cent,  par.  65. 

Do. 

Free,  par.  482. 

25  per  cent.  par.  65. 

bo. 

Da 

5    cents    per    pound, 

par.  1. 
25  per  cent,  par.  65. 

Da 
Da 
20  per  cent,  par.  15. 

65  cents  per    pound, 
par.  218. 
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Table  1. — Comparigon  of  rates  of  dtUies  on  articles  provided  /or  in  preserU  tariff 
laws  (Underwood-Simmons  law  and  act  of  Sept,  8,  1916),  Longworth  dyestuff 
bill,  and  Payne-Aldrich  law — Contiaued. 


Articles. 


S3nith6tic  phenolic  resins 

Synthetic  tanning  matwials. 


Picric  add 

Nitropicric  acid. 
Trinitrotoluol... 


Other  explosives  except  smoke- 
less powders. 


Natural  alizarine 

Natural  indieo  (solid). .~ 

Natural    indigo    extracts 

pastes. 
Natural  indigo,  carmined.. 


Present  law&— Sept.  8, 
1916;  Oct.  3, 1913. 


Longworth  bill. 


Payne-AIdrich  tariff 
law. 


30  per  cent  and  5  cents, 

Group  III. 
15  por  cent  and  2} 

cents,  Group  II.        I 

Free,  par.  501 ' do. 

do j.*....do. 

do do. 


30  per  cent  and  5  cents, ' 

Group  III.  ! 

do 


.do. 


or 


30  per  cent.  Group  III . 

do 

do 


.do, 
.do. 


Dyes   obtained   from   natural 
alizarine. 

Dyes  obtained  from  natural  in-   do. 

digo  (except  indigo  carmined). 

All  stains,  color  adds,  color   do. 

bases,  color  lakes,  leuco-adds, 
leuco-bases,  indoxyl  and  in- 
doxyl  compounds  obtained 
from  natural  indigo  or  alizar- 
ine. 

Adonite 

Arabinose 

Dnldtd do. 

Galactose do. 

Inosite do. 

Inulin do. 

Levulose do. 

Maonitol...'. do. 

Mannose do. 

Melizitose do . 

Rafflnose I do. 

Rhamnose., i do. 

Sorbitol do. 

Xylose ' do. 

Other  higher  saccharides  re-  i do . 

Suired  for  scientiiSc  purposes.  , 
mixtures  including  solutions , do . 

of  foregoing. 


15  per  cent,  par.  5. 
do , 


.do. 


.do. 
.do. 
.do. 

.do. 

.do. 

.do. 

.do. 


ao  per  cent,  par.  15. 
Da 

Free,  par.  4S2. 
Da 

Value  ao  cents  or  less 
per  pound,  2  cents 
per  pound;  value 
above  20  cents  per 
pound,  4  cents  per 
pound:  par.  435. 

Value  20  cents  or  less 
per  pound,  2  cents 
per  pound;  value 
above  20  cents  per 
pound,  4  cents  per 
pound;  par.  435. 

Free,  par.  487. 

Free,  par.  502. 

i  of  1  cent  per  pound, 
par.  25. 

10  cents  per  pound, 
par.  25. 

Free,  par.  487. 

25  per  cent,  par.  3. 
Do. 


.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
-do. 
.do. 
.do. 
.do. 
-do. 
.do. 
.do. 


.do. 


Do. 
Da 
Da 
Da 
Da 
Da 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 

Too  broad  a  term  to  at- 
tempt to  classify. 


PROTECTION  AFFOBDED  BT  THREE  MEASURES. 

Although  Table  1  shows  the  comparathie  rates  of  duty  on  coal-tar  products  under 
the  three  measures,  further  analysis  is  necessary  to  show  the  protection  afforded  and 
revenue  obtained  if  each  of  the  three  measures  were  in  effect. 

Table  2  shows  the  average  or  composite  ad  Valorem  rates  of  duty  (protection 
expressed  in  percentage)  on  coal-tar  crudes,  intermediates,  and  dyes  if  each  of  the 
three  measures  were  effective.  In  the  preparation  of  this  table,  it  was  regarded  as 
practicable  to  use  the  quantities  of  coal-tar  crudes,  intermediates,  and  dyes  imported 
during  the  fiscal  year  1913-14  (last  prewar  year)  since  they  are  representative  of 
normal  consumption.  The  quantities  and  values  of  coal-tar  products  imported  during 
1913-14  were  obtained  from  Norton's  Dyestuff  Census,  Department  of  Commerce, 
Special  Agents  Series  No.  121.    They  cover  the  following: 

Ten  principal  crudes  representing  100  per  cent  by  quantity  of  total  importation  of 
crudes  during  fiscal  year  1913-14.  • 

Twenty- two  principal  intermediates  representing  92  per  cent  by  quantity  of  total 
importation  of  intermediates  during  fiscal  year  1913-14. 

Fifty  principal  dyes  representing  61  per  cent  by  quantity  of  total  importation  of 
dyes  during  fiscal  year  1913-14. 
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596  TARIFF   HEARINGS. 

Inasmuch  as  the  current  import  prices  of  coal-tar  products  are  considerably  higher 
than  1913-14  import  prices,  this  table  shows  the  average  ad  valorem  rates  of  duty  on 
these  commodities  ba^ed  on  both  1914  and  1921  import  prices,  normal  rate  of  exchange. 

Since  the  mark,  the  standard  currency  of  Germany,  the  country  from  which  a  laige 
portion  of  the  coal-tar  products  would  be  imported,  has  depreciated  from  28.8  to  1.62 
cents,  the  average  rates  of  duty  under  these  three  measures  of  these  commoditief^ 
predicated  oh  1921  import  prices,  using  present  rate  of  exchange,  are  shown  in  this^ 
table. 

As  a  means  of  compensating  for  the  depreciated  rate  of  exchange  between  thif* 
country  and  European  nations,  there  is  considerable  sentiment  in  Congress  and  among 
industrial  concerns  of  the  country  for  the  enactment  of  legislation  whereby  ad  >'alorem 
rates  of  duty  will  be  appraised  on  /American  selling  prices.  This  table  shows  the 
average  or  composite  ad  valorem  rates  of  duty  of  coal-tar  products  under  these  three 
measures,  based  on  import  ouantities  of  fiscal  year  1913-14  and  on  1921  American 
selling  prices.  The  average  New  York  wholesale  market  prices  as  listed  on  the  day 
these  statistics  were  compiled,  in  the  several  chemical  and  dyestuff  daily  publica- 
tions, were  used  as  the  American  selling  prices. 

Indigo,  sulphur  black,  and  direct  deep  black  EW  comprise  33}  per  cent  of  the  total 
importations  of  dyes  during  1913-14.  These  three  dyes  are  now  being  produced  in 
this  country  in  quantities  in  excess  of  domestic  consumption  (for  they  comprise  a 
very  considerable  portion  of  the  dyes  now  being  exported).  These  dyes  arc  among 
the  cheapest  on  the  market  and  because  of  their  cheapness,  demand  and  the  present 
large  facilities  for  their  manufacture  in  the  United  States,  they  will  undoubtedly 
never  again  be  imported,  in  view  of  these  facts,  statistics  are  embodied  in  Table  2 
setting  forth  the  average  ad  valorem  rates  of  duty  or  protection  under  the  three 
measures  of  47  principal  dyes  (excluding  tliese  three  dyes)  Impoited  during  1913-14. 

The  10  principal  crudes,  wnich  comprise  100  per  cent  bv  quantity  of  the  total 
crudes  imported  during  fiscal  y«ar  1913-14,  are  free  under  all  tmree  measures.  Inas- 
much as  practically  aU  the  intermediates  imported  duiing  ihe  fiscal  year  1913-14 
were  for  tne  manuncture  of  certain  azo  dyes,  they  were  consequently  free  of  duty 
under  the  Payne-Aldrich  law.  The  protection  afforded  by  that  act  on  the  22  inter- 
mediates imported  was  practically  nil.  Since  all  intermediates  are  provided  for 
under  the  present  law  and  the  Longworth  bill  at  a  compound  rate,  15  per  cent  ad 
valorem  and  2^  cents  per  pound,  the  average  or  composite  rate  of  duty  will  depend 
upon  the  portion  of  tne  total  duty  represented  by  the  duty  derived  from  specific 
rates.  It  is  noted  that  the  22  intermediates  based  on  1921  impo*  t  prices,  present 
exdiange,  would  have  protection  of  158  per  cent,  while  the  same  intermediates  based 
on  1921  American  selling  prices,  would  have  a  protection  of  22  per  cent.  The  amount 
of  duty  collected  fiom  the  specific  rates  would  be  the  same  in  both  instances,  but 
would  represent  a  larger  portion  of  the  total  duty  collected  under  the  1921  impoit 
prices  than  under  the  1921  American  selling  prices,  consequently  the  average  ad 
valorem  rate  of  duty  based  on  1921  import  prices  would  be  higher  than  the  average 
rate  based  on  1921  American  selling  prices.  Inasmuch  as  all  dyes  are  provided  for 
under  the  Longworth  bill  at  30  per  cent  ad  valorem  and  5  cents  par  pound,  and  certain 
claases  of  dyes  are  provided  for  under  present  law  at  the  same  compound  rate  of  duty, 
the  average  or  composite  rate  of  duty  on  the  dyes  under  these  two  measures  will  also 
depend  upon  what  portion  of  the  total  duty  is  represented  by  the  duty  obtained  from 
the  specinc  rates.  You  will  also  observe  that  the  ave:*age  rate  of  the  50  principal  dyes 
basea  on  1921  import  prices,  present  exchange,  is  87  percent,  while  the  average  rate  for 
the  same  dyes  based  on  1921  Ame'  ican  selling  prices  is  only  33  per  cent.  In  addition 
to  showing  the  average  or  compoaite  rates  of  duty  on  crudes,  intermediates,  and  dyes 
under  the  three  different  measures,  the  table  also  sets  forth  the  values  of  the  10  prin- 
cipal crudes,  22  principal  intern  ediates,  50  principal  d\-es,  and  47  principal  dyes 
imported  during  the  fiscal  >  ear  1913-14,  and  oased  on  1014  and  1921  import  prices 
and  on  1921  American  selling  prices.  These  values  aie  subdivided,  showing  the 
portions  of  each  represented  by  the  different  classifications  under  the  three  dinerent 
measures.  For  example,  of  the  9,387,978  pounds  interiredl&tes  imported  during 
fiscal  year  1913-14  and  the  value  based  on  that  veir's  import  pi  ices  would  be  ^11.444. 
Of  the  9,387,978  pounds  9,258,496  pounds,  valued  at  $746,91/^,  would  have  been 
classified  free  of  duty  under  the  Pavne-Aldrich  law.  Of  the  9,387,978  pounds  199,951 
pounds,  valued  at  $50,722,  would  have  been  classified  under  the  same  measure  at 
20  per  cent  ad  valorem.  In  addition  to  this  data,  the  table  sets  forth  the  unit  prices 
of  tne  ren>ective  quantities  of  the  crudes,  inter/re-liates,  and  dves  clasnfied  under  the 
three  different  measures,  i.  e..  the  9,2.38,496  pounds,  clasnfied  under  the  Pa3me- 
Aldrich  law  as  free  of  dutv  would  have  a  unit  pnce  of  8.3  cents  per  pound,  and  199,951 
pounds,  clasi^ed  under  tne  same  act  at  20  per  cent  ad  valorem,  would  have  a  unit 
price  of  26  cents  per  pound . 
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-Average  ad  ralortm  raits  of  duly  tin  eoal-tar  prodiuit. 
TEN  PRINCIPAL  CRUDES.      " 


iror  loolnolu  In  Table  2  : 


Qf  Ubk  on  par*  MS.] 

Present         Longworlh         Pirne- 


Imporl  priceaaf  IVI4-  - ... 
Import  pncmDllS21: ' 

Nornul  e  tchaiiEt 

PrsHDleieliBnce'. . . 
Atnerksn  selling  prkei  ol 


TWENTl'-TWO  PRINCIPAL  INTERMEDIATES. 
eat  bf  qiunlily  of  lolsl  impwlallona  of  inlermedialrs  during  ftoni  ji 


Imp«rt  prints  of  IDU. . . 

Import  pricraaMm:  i 

NorioBlenhBtiite... 

Amerlnn  MlUDg 


1)  LoNOVOBTB  BiU. 


Prln». 

1  „^ri 

T«rl«r«le. 

prk*'. 
ftnt.. 

■m'i 

Pound,. 

•ili 

Value. 

lipercenlandajcenu.... 

LosovoRTH  Bill. 


PiTifi-ALDBicH  Law. 


U.S    Z7,8Z2,)H5  I    U,0TI,IM5 

&I  •2S,»5,31S       i,no,3u 
107.0  •as.aM.ns     ».zi3,3bs 


- --_. 

Nonnal 

— - 

5.4 

■ra&ii:::::::::::::: 

::;:3S:::;:::: 
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Table  2. — Average  ad  valorem  rates  of  duty  on  coal-tar  products — Continued. 

FeRTY-SEVEN  PRINCIPAL  DYESJ 
[Representing^  per  cent  by  quantity  of  total  importation  of  dyes  during  fiscal  year  1913-14.] 


Based  on- 


Present 
laws. 


I mport  prices  of  1914 

Import  prices  of  1921 :  ^  | 

Normal  exchange - > 

Present  exchaD|;e  * ] 

American  selling  prices  of  1921  > I 


PereaU. 


52 

ai 

77 
32 


^""ST^i   ^ 


Percent. 


Percent. 


58 

34 

S5  • 
33 


21 
21 
21 


Payne-Aldeich  Law. 


Prices. 


1914  import.... 

Do 

1921  Import 

Do 

Do 

Do 

1921  American. 

Do 


Rate  of  ex- 
change. 


Normal . 

do.. 

do.. 

do.. 

Present . 
do.. 


TarifT  rate. 


Free 

20  per  cent 

Free 

20  per  cent 

Free 

20  per  cent 

Free 

20  per  cent 


Unit 
price. 


Cents. 

8.3 

28.0 

23.9 

ia^6 

1.6 

7.0 

33.5 

145.0 


Import 
quantity.^ 


Value. 


Pounds. 
9,258.496  , 

199;  961  ! 
9,258,496 

199,951  I 
9,258,496 

199,051 
9,258,496 

199,951 


$746,91-. 

50,723 

2,210,961 

207,069 

150,343 

14,061 

3,095»358 

289,897 


FIFTY  PRINCIPAL  DYES. 
{Representing  61  per  cent  by  quantity  of  total  importation  of  dyes  during  fiscal  year  1913-14] 


Based  on— 


Import  prices  of  1914 

Import  prices  of  1921:  ^ 

Normal  exchange 

Present  exchange « 

American  selling  prices  of  1921 ' 


Present 
laws. 


Per  cent. 


51 

34 
87 
33 


Longworth      Paync-Ald- 
bill.         I     rich  law. 


Percent. 
64 


PtT  cent. 


36i, 

119    ! 

35    ' 


18 

18 
18 
18 


Present  Laws. 


Prices. 


Rate  of  ex- 
change. 


1914  import Normal. 

Do do.. 

1921  import do. . 

Do do.. 

Do i  Present, 

Do do. 

1921  American 

Do 


1914  import 

Do 

1921  import 

Do 

Do 

Do 

1921  American. 

Do 


Normal. 

do.. 

do.. 

do.. 

Present . 
do- 


Tariff  rate. 


30  per  cent  and  5  cents . 

30  per  cent 

30  per  cent  and  5  cents . 

30  per  cent 

30  per  cent  and  5  cents . 

30  per  cent 

30  per  cent  and  5  cents . 
30  pep  cent 


Present  Law. 


Unit 
price. 


Import 

quantity.^ 


Cents.      Pounds. 


14.4 

14.9 

74.4 

79.5 

5.5 

5.8 

104.0 

Ul.O 


I  16,908,376 
10,914,509 
,•15,716,897 
l«  10, 679, 318 
•15,715,897 
;•  10, 679, 31 8 
•15,715,897 
•10,679,318 


30  per  cent  and  5  cents 16.9 

SOpercent '     22.4 


30  per  cent  and  5  cents . 

30  per  cent 

30  per  cent  and  5  cents. 

SOpercent 

30  per  cent  and  5  cents . 
SOpercent 


108.0 
195.0 
7.4 
13.3 
151.0 
273.0 


Value. 


$2,439,760 

1,631,325 

11,68S,358 

8,485,062 

794,672 

577,052 

16,360,901 

11,880,487 


10,081,602 
2,047,150 
•8,889,123  I 
•2,171,959 
•8,889,123 
•2,171,959 
•8,880,123 
•2,171,950 


$1,705,296 

540,562 

9,642,079 

4,232,383 

655,661 

287,802 

13,496,911 

5925,396 


For  footnotes  see  page  599. 
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Table  2. — Average  ad  valorem  rates  of, duty  on  coal-tar  products — Continued. 

FIFTY  PRINCIPAL  DYES-Contlnued. 
LoNowoBTH  Bill. 


Prices. 


1914  Import.... 
1921  import.... 

Do.\7 

1921  American. 


RateofeX' 
cbuige. 


Normal, 
do.. 


Present. 


Tariff  late. 


30  per  cent  and  5  cents 
30  per  cent  and  5  cents 
30  per  cent  and  5  cents 
30  per  cent  and  5  cents 


Unit 
price. 


CeiUi. 

18w0 
125.0 

8.5 
175.0 


Import 
quantity. 


Pound*. 

12,488,752 

<  11, 061, 082 

•11,061,082 

•11,061,082 


Value. 


12,245,648 

13,854,462 

942,103 

10,396,247 


Patnc-Aldbich  Law. 


1914  import 

Do 

1921  import. . . . 

Do 

Do 

Do 

1921  American. 

Do 


Normal. 

do.. 

do.. 

do.. 

Present. 
do.. 


30  per  cent 

Free 

30  per  cent 

Free 

30  per  cent 

Free 

30  per  cent 
Free 


15.8 

24.0 

107.0 

215.0 

7.3 

14.6 

15a  0 

301.0 


10,308,127 
2,111,625 
•9,185,638 
•1,875,434 
•9,185,638 
•1,875,434 
•9,185,638 
•1,875,434 


61,740,043 

505,605 

9,852,612 

4,021,860 

669,978 

273,486 

13,793,657 

5,630,590 


1  The  import  prices  for  1921  of  dyes  and  intermediates  which  are  now  being  imporeed  into  the  United 
States  were  ascertained  by  dividing  the  domestic  wholesale  market  prices  for  these  commodities  by  140 
percent. 

*  Rate  of  exchange  on  the  day  of  compilation  of  these  statistics  was  1  mark  equals  1.62  cents.  It  was 
assumed  that  in  the  event  of  importation  these  products  would  principally  come  from  Germany;  conse- 
quently this  rate  of  exchange  was  employed  in  the  oompUation  of  these  statistics. 

*  The  average  New  York  wholesale  market  prloee  as  listed  in  the  several  chemical  and  dyestufl  daily 
publications  were  used  as  the  American  selling  prices. 

*  The  import  quantity  is  the  sum  total  of  the  poundage,  as  taken  from  Norton's  Dyestufl  Census,  Depart- 
ment of  Conmierce,  Special  Agent  Series  No.  121,  of  tne  22  intermediates  which  were  imported  into  the 
United  States  in  the  largest  quantities  during  fiscal  year  1913-14.  The  following  is  a  list  of  these  Inter- 
mediates and  their  respectlvelmport  quantities  for  that  fiscal  year. 

Pounds.   I  Pounds. 

Aniline  salts 3, 083, 467  ,  Dinitrotoluene 547, 701 

Anilineoii 1, 444, 772  !  Paranitraniline 506,931 

Nitrobenzene 1, 087, 911  i  Orthotoluidine 309, 595 

Betanaphtho] 1, 030, 268    Benzoic  acid 278,896 

Phthalicacid 8), 574    Hydroquinone 66,596 

Diphenylamine 55,556  iH acid 96,296 

Benzidme 55, 245  '  Orthotoluidine 42, 482 

Resorcin 01,624  j  Dinitrobenzene 164,655 

*  The  impOTt  quantity  is  the  sum  total  of  the  poundage,  as  taken  from  Norton's  Dyestufl  Census,  Depart- 
ment of  Commerce,  Special  Agent  Series  No.  121,  of  the  50  dyes  which  were  Imported  into  the  United 
States  in  the  largest  quantities  during  fiscal  year  1913-14.  The  following  is  a  list  of  these  dyes  and  their 
respective  import  quantities  for  that  fiscal  year: 

Pounds.  Pounds.  Pounds. 


Pounds. 

Toluldine 108,835 

Alphanaphthylamine . .  1 12, 226 

Metatoluylenodiamlne .  1%),  'ASS 

Racid 46,267 

Diraethylaniline 48,642 

Alphanaphthol 44,089 


Indigo 8,507,359 

Sulitir  black .5,432,300 

Direct  deep  black  E  W .  1 ,  394, 474 

Oxamine  black 610,612 

Indanthrene  blue  GCD 

paste 478,080 

Diamine  black 462,  :)06 

Auramine 449,276 

Tartrazine 265,781 

Alizarine  black  U 259, 991 

Methyl  violet* ZW,^^ 

Naphthol  yellow 250, 409 

Cotton  black  E 248, 567 

Salicine  black 246,724 

Azorubinc 230,760 

AUzarine  black  P 229,000 

Direct  yellow 225, 864 

Agalma  black 429,056 


Columbia  black 402,997 

Nlgrosine  water  sol 398, 312 

Benzopurpurine  4B —  351 ,  712 

Alizarine  bhie 318,894 

Diaminogcn 313, 428 

Lake  red  C  extra 306,607 

Alizarine 202,392 

Alizarine  black 199, 198 

Indanthrene  blue  BS . .  187, 379 
Double  brilliant  scarlet  210,429 
Nlgrosine  '  spirit    solu- 
tion   186,.'V10 

Meth vl  blue 1 85, 738 

Malachite  green 183,852 

AcidblueB 180,423 

Columbia  vellow 1 75, 977 

Bismarck  brown  2R . . .  170, 8X2 

Palatine  black 299,274 


Hydron  blue 

Alkali  blue 

Diamond  black 

Metanil  yellow 

LitholredR 

Paper  yellow 

Chrysophenine 

Acia  violet 

Naphthvlamine  black 

Phosphfnc 

Direct  black 

Sulfocyanlne 

Alizarine  yellow 

Alizarine  green  S 

Patent  blue 

Eriochrome  black  T. . 


296,525 
286,531 
285,074 
284,606 
281,963 
277, 560 
156,737 
15.5,624 
152, 141 
161,964 
151,147 
14.'),  694 
144,671 
135,728 
144,728 
129,550 


•  The  decreased  import  quantity  of  dyes  for  1921  was  due  to  the  fact  that  no  1921  Import  prices  were 
available  for  the  following  dyes:  Lake  red  C  extra,  diamond  black,  paper  yellow,  salicin  black,  Columbia 
yellow,  and  alizarin  green  S. 

'  Includes  all  the  dyes  enumerated  under  the  50  principal  dyes  previously  set  forth  In  these  statistics 
except  indigo,  sulphur  black,  and  direct  deep  black  £W.  These  three  dyes  were  imported  into  the  United 
States  in  the  lareest  quantities  during  the  fiscal  year  1913-14.  Of  the  45,840,866  pounds  dyes  imported 
during  that  fiscal  year,  15,334,133  pounds  represented  indigo,  sulphur  black,  and  direct  deep  black  EW; 
this  b  approximately  33}  per  cent  of  the  total  importations.  These  three  dyes  are  among  tne  cheaper  if 
not  the  cheapest  beuig  used.  Their  import  prices  for  1914  and  1921  are  as  follows:  Indigo  (i>aste  20  per 
•  cent)— 1914, 12.8  centsjper  poimd;  1921,  .50  cents  per  pound.  Sulphur  black— 1914, 10  cents  per  pound;  1921, 
23  cents  per  pound.    Direct  deep  black  £  W— 1914, 13.8  cents  per  pound;  1921, 51  cents  per  pound. 

Inasmuch  as  these  three  staple  dyes  are  now  beln^  produced  in  this  countrv  in  quantities  in  excess  of 
domestic  consumption  (for  they  comprise  a  very  considerable  portion  of  the  dyes  now  being  exported) 
it  is  logical  to  exclude  them  from  the  statistical  data  and  the  conclusion £>  deduce<l  from  such  data. 
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REVENUES  OBTAINED   BY  THREE  MEASURES. 

The  tariff  law  is  one  of  the  two  principal  sources  of  revenue  necesssary  for  the  main- 
tenance of  the  Federal  Government.  A  tariff  law  has  two  functions:  First,  to  afford 
protection  for  American  industries,  manufacturing  and  a^icultural;  and,  second,  to 
obtain  revenue  for  defraying  current  Government  expenditures.  Having  determined 
the  average  rates  of  duty  (that  is,  pn)tection)  under  the  three  measures,  it  is  therefore 
essential  to  know  the  revenues  which  would  be  derived  on  coal-tar  products  identical 
in  nature  and  quantities  to  those  imported  during  fiscal  year  1913-14  (last  prewar 
year).  This  information  amplified  to  show  revenues  from  crudes,  intermediates, 
and  dyes,  ea<!h  Imsed  on  1914  import  prices,  normal  exchange,  on  1921  import  prices, 
both  normal  and  present  exchange,  and  on  1921  American  selling  prices,  is  set  forth 
in  Table  3.  There  is  also  shown  in  this  table  the  total  quantities  of  intermediates  and 
dyes  imported  during  fiscal  year  1913-14  and  the  total  values  of  each,  based  on  1914 
import  prices,  normal  exchange,  1921  import  price*,  lx)th  normal  and  present  exchange, 
and  1921  American  selling  price.-*. 

Table  3.— -Tota/  revenues  whidi  would  be  obtained  upon  the  importtUiong  of  coal-tar 
products  identical  in  nature  and  qiuintities  to  those  imported  during  fiscal  year  1913-14. 

CRUDES:  None. 

INTERMEDIATES. 

[RcprosoiitinR  10,16.>,SJ:1  pounds,  total  Importations  of  Intermediates  for  fiscal  year  1013-14.] 


Based  on— 


Import  prices  of  1914 

Import  prices  of  1921:  ^ 

N  ormal  exchanf^e 

Present  exchange  < 

American  selling  prices  of  1921  *. 


Present 
laws. 

S476,421 

6ft5,700 
281,802 
807,397 


Loneworth 
bill. 

$476,421 

655,700 
281,802 
807,397 


Payne-Ald- 
ridilaw. 


$14,833 

40,046 

3,032 

624,808 


Prices. 


1014  import. 
1921  import . 


Rate  of 

exchange. 


Normal 
do.. 


Value. 


Prices. 


Rate  of 
exchange. 


$1,082,775  il  1921  import Present. 

2,622,801  i.  1921  American ] 


Value. 


$in.356 
3,669,988 


DYES. 
[Representing  45,840,866  pounds,  total  Importations  of  dyes  for  fiscal  year  1913-14.) 


Based  on- 


Present 
laws. 


Import  prices  of  1914 '  $4,681, 846 

Import  prices  of  1921: »  i 

N  ormal  exchange U ,  907, 623 

Present  exchanee ' 6,2;n,07l 

American  selling  priceti  of  1921 « i  16, 186,410 


Longworth      Payne-Aid- 
bill.  rich  law. 

$5,875,258  $1,651,616 


12,78i,18:} 

2,80,947 

17.167,404 


6,304,035 

428,644 

8,828,961 


Prices. 


1914  import. 
1921  import. 


Rate  of  ex- 
change. 


Value. 


Normal. 
do.. 


$0,180,091 
35,022,421 


Prices. 


Rate  of  ex- 
change. 


Value. 


1921  Import '  Present !    $2,381,468 

1921American l    49,049,727 


SUMMARY. 


Based  on-  Present  Uw.    '-"ffll"'""  _^^"- 

Import  prices  of  1914 $5,158,257  $6,351,679,  $1,665,449 

Import  prices  of  192r> 

Normal  exchange j  12,.%3,323  13,438,883  6.S53,0Sl 

Present  exchange  * ! !  2,353,679'  3,115,749  431,606 

American  selling  prices  of  1921* I  16,993,807!  17,974,801  |  9,453,849 

1  The  import  prices  for  1921  of  dyes  and  intermediates  which  are  now  being  imported  into  the  United 
States  were  ascertained  by  dividing  the  domestic  wholesale  market  prices  for  these  commodities  by  140 
por  cent. 

3  Rate  of  exchani^e  on  the  day  of  compilation  of  these  statistics  was  1  mark  equals  1.62  cents.  It  was 
assumed  that  in  the  event  of  i.ni>ort(ition  the.se  products  would  principally  come  from  Germany;  oons»- 
(liientiv  this  rate  of  e.xchan^c  was  employed  in  the  compilation  of  these  statbtics. 

3  The  average  New  York  wholnsale  market  prices  as  listed  in  the  several  chemical  and  dyestuff  dally 
puliliciitions  were  used  its  the  .Vmerican  selling  prices. 
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DYES  NOT  MANUFACTURED  IN   UNITED  STATES  AND  ESSENTIAL  TO  TEXTILE  INDUSTRY. 


There  are  certain  dyes  essential  to  the  textile  industry  of  the  country,  which  were 
imported  during  fiscal  year  1913-14  and  are  not  manufactured  in  this  country  and 
most  probably  will  not  be  for  a  number  of  years.  In  order  to  determine  the  nature  of 
these  dyes  and  the  domestic  consumption  during  a  normal  year  Table  4  was  prepared. 
In  this  table  there  is  shown  the  production  of  coal-tar  dyes  by  classes  in  this  country 
during  1919.  These  are  the  most  recent  statistics  on  domestic  production  and  were 
obtained  from  "Census  of  Dyes  aAd  Coal  Tar  Chemicals,  1919,"  published  by  the 
United  States  Taiiff  Commission.  This  production  is  compared  by  classes  in  the  table 
with  imports  of  coal-tar  dyes  during  1913-14  and  the  excess  quantities  of  imports  over 
production  shown.  It  is  noted  that  11.6  per  cent  of  the  dyes  imported  in  1913^14  were 
not  manufactured  in  the  United  States  in  1919  and  that  the  domestic  production  in  x919 
exceeds  importation  in  1913-14  (last  normal  fiscal  year  before  the  war)  bj  38  per  cent. 

There  were  745  different  dyes  imported  into  the  United  States  durinfir  tne  fiscal 
year  1913-14.  Of  these  745  dyes,  237  belong  to  the  classes  of  dyes  which  were  not 
manufactured  in  this  country  in  1919  in  quantities  equal  to  the  importations  durine 
the  fiscal  year  1913-14.  Of  the  237  dyes  only  48  were  manufactured  in  the  Unitea 
States  during  1919.  The  remaining  189  dyes  were  brought  into  the  United  States 
during  1913-14  in  a  total  Quantity  of  5,341,508  pounds.  The  average  annual  importa- 
tion during  that  year  of  tnese  189  dyes  was  27,500  pounds.  The  average  annual  im- 
portation of  all  the  dyes  imported  during  the  fiscal  year  1913-14  was  61,500  pounds, 
approximately  two  and  one  foiurth  times  larger  than  the  average  annual  importation 
of  these  189  ayes.  Although  these  dyes  represented  only  11.6  per  cent  of  the  total 
quantity  of  dyes  imported  during  the  fiscal  year,  they  constituted  over  26  per  cent  in 
number  of  the  total  dyes  imported.  These  statistics  corroborate  the  fact  that  t^  dyes  ' 
now  being  manu/actured  in  this  country  constitute  the  so-called  bulk  dyes,  which  are 
cheaper  in  price,  more  largely  used,  and  represent  by  far  the  largest  portion  of  the 
total  value  of  dyes  bought  and  sold.  Also  the  dyes  not  manufactured  in  this  country 
to-day  are  dyes  which  are  not  used  in  large  quantities,  are  used  for  special  purposes, 
largely  for  seasonable  purposes,  and  are  not  in  constant  demand.  Therefore  it  is 
probably  not  conmiercially  feasible  to  manufacture  them  unless  the  manufacturer 
can  compete  in  every  market  of  the  world  selling  these  dyes.  legislation  has  closed 
the  English,  French,  and  Italian  markets  to  American  dyes.  The  domestic  demand 
plus  the  oriental  and  South  American  demand  for  these  dyes  is  unquestidnably  not 
sufficient  to  insure  the  manufacture  of  these  dyes  in  the  United  States  for  years  to  come. 

Table  4. — The  quantities  and  1913-14  import  prices  of  the  roriotw  classes  of  coal-tar 
dyes  imported  during  fiscal  year  1913-14  and  not  manufactured  in  United  States  dyring 
calendar  year  1919, 


Classes. 


Production  in  United 
States  of  dyes  during 
1919.1 


Imports  during  fiscal 
year  191^14.> 


Quantities. 


Values. 


Nltroso 

Nitro 

Stilbene 

Pyrazolone 

Azo 

Dipbeiiylenethar.e 

Tripbenylenetbane 

Xanthone 

Acridine 

Thiobenzenyl 

Indophenol 

Oxaune  and  Thlazine. 

Adne 

Sulfur 

Anthraquinone 

Indigo 

Indigotine 

Unclassified 


PouTidf. 
3t,606 
100, 121 
440,924 


S»8,831 
117, 172 
787,674 


Total. 


27, 191, 

127, 

1,761, 

190, 

14, 

325. 

126, 

904, 

2,Ti2, 

17,624, 

40, 

8,863, 

1,699, 


371 
567 
742 
138 
648 
415 
611 
755 
721 
418 
426 
824 
670 


36,416,702 

392,744 

6.494,720 

1,235,526 

56,588 

608,701 

201,737 

2,7«,677 

2,127,167 

7,199,68S 

63,674 

7,233,719 

1,093,724 


63, 402,  m 


67,596,855 


Quantities. '    Values. 


Pounds.  I 
19, 146 
254,517  I 
380,713  I 
419,325  1 
17,072,820  I 
451, 178  I 

2,671,130  i 
297,079  I 
286,306  , 
289,646  I 


•2, 

26, 

68, 

90, 

2,779, 

108, 

792, 

146, 

93, 


902 
596 
275 
813 
153 
923 
820 
129 
116 
287 


Dyes  imported  in 
1913-14  and  not 
manufactured  in 
United  States  dur- 
ing 1919. 


Quantities. 


Ponndx. 

"'15*4,' 396* 

'*"4i9,'325 

""  323,61  i 
909,388 
106,911 
271,660 


404,321 

767,880 

7,154,60* 

3,196,613 

8,813,594 


159, 
137, 
791, 
936. 
1,243, 


987 
701 
293 
243 
564 


3, 166, 187 


2,991,104  I        502,154 


4.5,840,^66       9,180,091,    5,341.508 


Values 
1913-14. 


$16,057 

■96,' 574 

"66,"  340 

270,088 

52,936 

88,289 


924,853 


1,509,137 


1  Obtained  from  Census  of  Dyes  and  Coal  Tar  Cbemlcals,  1919,  published  by  U.  S.  Tariff  Commission 
as  Tariff  Information  Seiies  No.  22. 

*  Obtained  from  Artificial  Dvestuffs  Used  In  the  United  States,  published  by  U.  S.  Department  of  Com- 
merce as  Special  Agent  Series  No.  121. 
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Assuming  that  domestic  manufacturers  will  continue  to  produce  the  dyes  thev  did 
in  1919  and  that  the  dyes  imported  in  1913-14  and  not  manufactured  in  United  States 
in  1919  will  continue  to  be  imported,  it  is  of  interest  to  know  the  average  rates  of  dutv 
or  protection  afforded  these  dyes  under  the  three  measures.  This  information  is 
presented  in  table  5. 

Table  5. — Average  ad  valorem  rates  of  duty  on  coal-tar  dyes  {imported  during  19hS-14 

and  not  manufactured  in  the  United  States  during  1919). 


Based  on- 


Import  prices  of  1914 

Import  prices  of  1921: 

Normal  exchange 

Present  exchange 

American  selling  prices  of  1921 


Present 
laws. 


Percent. 

3U 

51 

31 


jAmgworth 
bilL 


I 


PereeUl. 

48 

33) 

80 

32) 


Pajme- 
Aldrich  law. 


Percent. 


m 


Coal-tar  dyes  represented  11.6  per  cent  of  the  total  importations  of  dyes  during  1913-14. 
The  import  quantities  in  excess  of  1919  production  are  listed  according  to  daases  and 
quantities,  as  follows: 


Class  of  dye. 


Nltro 

Diphenylmethane . 
Triphenylmethane 

Xanthone 

Acridine 


Pounds. 


154,306 
323,611 

VMf  9oo 

106,941 
271,660 


Glass  of  dye. 


Anthraquinone 
Pyraxalono 

Total.... 


Pounds. 


3,156,187 
41^325 


5,341,508 


PRESENT  LAWS. 


Prices. 


1914  import 

Do 

1921  import 

Do 

Do 

Do 

1921  American. 

Do 


.  Rate  of 
exchange. 


Normal. 
....do.. 

do.. 

do.. 

Present. 
.....do.- 


Tariff  rate. 


30  per  cent  and  5  cents 

30  per  cent 

30  per  cent  and  5  cents 

30  per  cent 

30  per  cent  and  5  cents 

30  per  cent 

30  per  cent  and  5  cents 
30  per  cent 


Unit 
prices. 


Cente. 

26.0 

29.3 

134.0 

156.0 

9.1 

lao 

188.0 
218.0 


Import 
quantity. 


Pounia. 

2,285,321 

3, 156, 187 

2,285,321 

3,156,187 

2,285,321 

3,156,187 

2,285,321 

3,156,187 


Value. 


$505,990 

924, 7«3 

3,062,330 

4,983,652 


334,808 
4,287,202 
6,803,113 


LONGWORTH  BILL. 


1914  Import 

1921  import.... 

Do 

1021  American. 


Normal. 

do.. 

Present. 


30  per  cent  and  5  cents 
30  per  cent  and  5  cents 
30  per  cent  and  5  cents 
30  per  cent  and  5  cents 


28.0 
146.0 

lao 

204.0 


5,341,508 
5,341,508 
5,341,506 
5,341,508 


$1,520,608 

7,985,982 

543,047 

11,180,375 


PAYNE-ALDRICH  LAW. 


1014  import 

Do 

1921  import.... 

Do 

Do 

Do 

1921  American. 

Do 


Normal. 

do... 

do... 

do... 

Present . 
do... 


I 


30  per  cent 

Free 

30  per  cent 

Free 

30  per  cent 

Free 

30  per  cent 
Free 


24.4 

;    31.1 

127.0 

165.0 

8.6 

11.2 

I    17&0 

231.0 

2,581,846 
2,850,662 
2,581,846 
2,850,662 
2,581,846 
2,850,662 
2,581,846 
2,850,662 


$630,877 

899.816 

3,272,863 

4,713,119 

222,354 

330,402 

4,581,756 

6,508,367 
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In  table  6  are  shown  the  total  revenues  to  be  derived  upon  the  importation  of  the 
coal-tar  dyes  (which  were  imported  during  the  fiscal  year  1913-14  and  were  not  manu- 
factured in  United  States  during  1919)  under  these' three  measures  with  the  ad  va- 
lorem rates  of  duty  based  on  1914  import  prices,  normal  exchange;  on  1921  import 
prices,  both  normal  and  present  exchange;  and  on  1921  American  selling  prices. 

Table  6. — Total  revenues  which  would  be  obtained  upon  the  importations  of  coal-tar 
dyes  identioal  in  nature  and  quantities  to  those  imported  during  fiscal  year  1913-14 
ami  not  manufactured  in  United  States  during  1919, 


Based  on- 


Present 
laws. 


Import  prices  of  1914 $570,260 

Imi>ort  prices  of  1921:  ^ 

Normal  exchange '  2,515,584 

Present  exchange ' 276, 954 

American  selling  prices  of  1921 « 3,465,916 


Liongwflrth 
bUl. 


1729,933 

2,675,304 

434,438 

3,633,622 


Payne- 
Aldnch  law. 


$190,067 

998,248 

57,881 

1,397,547 


Coal-tar  dyes  represented  11.6  per  cent  of  the  total  importations  of  dyes  during 
1913-14.  Import  quantities  in  excess  of  1919  production  are  listed  according  to 
classes  and  quantities,  as  follows: 


Class  of  dye. 


Nitro 

Pyrasalone 

Diphenylmethane. 
Triphenyfanethane 
Xanthone 


Pounds. 


154,996 
419,325 
323»611 
909,388 
106,941 


Class  of  dye. 


Acridine 

Anthraquinone 

Total.... 


Pounds. 


271,600 
3,106^187 


5,341,187 


Prices, 


Rate  of  exchange. 


1914  import {  Normal. 

1921  import Normal. 


Value. 


$1,520,693 
7,985,982 


Prices. 


1921  import. .. 
1921  American . 


Rate  of  exchange. 


Present. 


V^lue. 


t54:),982 
11,180,375 


1  The  import  prices  for  1921  of  dyes  which  are  not  being  imported  into  the  United  States  was  ascertained 
by  dividing  the  domestic  market  prices  for  these  dyes  by  140  per  cent . 

s  Rate  of  exchange  on  the  day  of  compilation  of  these  statistics  was  1  mark,  equals  1.62  cents.  It  was 
assumed  that  in  the  event  of  importation  these  products  would  principally  come  from  Qermany,  conse- 
quently this  rate  of  exchange  was  employed  in  these  statistics. 

*  The  average  New  York  wholesale  market  prices  as  listed  in  the  several  chemical  and  dyestui!  datly 
publications  were  used  as  the  American  selling  prices . 

Importation  of  Dyed  Articles  in  Lieu  of  Dyes. 

(By  E.  R.  Pickrell,  formerly  chief  chemist.  Customs  Service,  New  York,  N.  Y.] 

In  the  enactment  of  legislation  to  protect  the  American  dye  industry,  the  possible 
contin^ncy  of  the  importation  of  dyed  articles  in  lieu  of  dyes  should  be  constantly 
borne  m  mind.  In  the  event  of  the  adoption  of  a  licensing  system  whereby  domestic 
dye  consumers  would  be  unduly  embarrassed  in  obtaining  for  dyes  necessary  for  their 
needs,  or  of  the  passage  by  Congress  of  increased  tariif  rates  on  dyes  without  an  increase 
in  rates  of  dyed  articles  to  compensate  for  increased  protection  afforded  the  dyes, 
foreign  manufacturers  most  probably  would  export  to  this  country  the  dyed  articles 
rather  than  the  dyes.  In  such  a  possibility  the  domestic  consumer,  whether  he  be 
dyer  or  manufacturer  of  dyed  articles,  as  well  as  the  producer  of  or  dealer  in  dyes,  would 
suffer  from  such  lack  of  seriously  considering  these  possible  contingencies.  Often- 
times certain  interests,  in  their  eagerness  to  enact  legislation  for  their  benefit,  recom- 
mend measures  which  not  only  fail  to  accomplish  the  purpose  desired,  but  also  injure 
other  and  associated  interests. 

Dr.  B.  0.  Hesse  in  an  address  before  the  Franklin  Institute  on  November  6,  1919, 
entitled  ''American  coal-tar  dyes,  present  and  future,"  stated  that  ''in  1913  about 
1,900  tons  of  dyes  came  into  the  United  States,  not  in  barrels,  tins,  or  kegs,  but  on 
textiles,  such  as  carpets,  nigs,  tapestries,  cloth,  yam,  and  the  like.  If  in  1920  or  1921 
thev  should  jump  to  10,000  tons  or  15,000  tons,  what  added  remedy  would  the  dye 
maker  then  want?    If  not,  should  such  products  also  be  excluded?'' 
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He  also  stated  in  the  same  address  that  ^'coal-tar  dyes  a£Fected  the  livelihood  of 
more  than  1,000,000  employees  in  this  country,  working  in  upward  of  11,000  of  our 
manufacturing  establishments,  operating  in  24  different  lines  of  industry,  having  tn 
invested  capital  of  more  than  $2,500,000,000,  and  producing  annually  $2,600,000,000 
of  manufactured  products,  valued  at  the  true  net  selling  value  at  the  factory."  This 
is  about  10  per  cent  of  the  corresponding  value  of  our  entire  products  of  manufacture 
in  1914.  It  is  therefore  evident  that  the  l^slation  for  the  protection  of  the  Americui 
dye  industry  very  materially  affects  24  different  lines  of  industry,  representing  10  per 
cent  of  total  manufactured  products  produced  in  this  country.  These  industries  are 
naturally  vitally  concerned  in  seeing  that  no  legislation  is  enacted  which,  in  over- 
eagerness  to  protect  the  American  dye  industry,  will  jeopardize  their  interests. 

World-wide  commercial  competition  was  keen  prior  to  the  recent  European  war, 
but  since  every  nation  is  primarily  interested  to-day  in  rehabilitating  its  financial 
condition,  competition  will  undoubtedly  be  keener  than  ever.  Competition  shut  off 
on  one  hand  will  unquestionably  seek  an  outlet  on  another.  In  determining  the  dyed 
articles  which  could  be  imported  instead  of  dyes,  it  is  of  interest  to  know  some  of  the 
dyed  articles  which  were  imported  precedent  to  1914  and  the  reasons  for  their 
importations. 

Prior  to  the  war  cotton  yarns  were  shipped  from  England  to  Germany,  there  dyed 
and  then  exported  to  the  United  States  for  domestic  consumption.  This  was  owing 
to  the  fact  that  faster  dyes  were  employed  in  the  dyeing  of  tneee  yarns  in  Germany 
than  were  used  either  in  England  or  the  United  States.  Owing  to  this  fact,  American 
manufactiurers  preferred  certain  cotton  yams  dyed  in  Germany  to  those  dyed  in  the 
United  States. 

Referring  to  a  publication  entitled  *' Cotton  Yams,"  Tariff  Information  Series  No. 
12,  published  by  the  United  States  Tariff  Commission,  the  following  excerpts  are 
taken  relative  to  the  importation  of  dyed  cotton  yams  from  Germany  during  fiscal 
year  19ia-14. 

On  pace  16:  "The  majority  of  the  dyed  yams  were  imported  because  the  turkey- 
red  and  Dlue-black  colors  needed  could  not  be  obtained  in  this  country.'*  Dyestuff 
consumers  would  be  so  embarrassed  in  obtaining  dyes  necessary  for  their  needs  under 
a  licensing  system  that  other  dyed  cotton  goods  besides  dyed  yams  would  be  im- 
ported, although  this  country  produces  the  greatest  quantity  of  raw  cotton  in  the 
world  and  ranks  second  in  manufacture  of  cotton  yam  and  cloth." 

On  page  81:  "The  domestic  market  for  cottdn  towels  is  controlled  by  American 
manufacturers,  but  in  order  to  maintain  tiiieir  hold  they  have  had  to  import  the 
turkey-red  yams  that  are  required  for  border  stripes  and  for  monogram  and  name 
work.    They  have  never  been  able  to  obtain  fast-red  yams  in  this  country. 

"There  are  two  European  localities  famed  for  the  excellence  of  their  turkey-red 
dyeing,  namely,  the  Wupper  Valley  in  Rhenish  Prussia,  of  which  Baimen  is  the 
export  center,  and  the  district  around  Glasgow  in  Scotland.  Before  the  war  Ameri- 
can towel  manufacturers  depended  for  their  red  yams  almost  entirely  on  Barmen; 
in  1918  imports  originated  aunost  entirely  at  Glasgow,  but  owing  to  war  disturbances 
a  normal  supply  could  not  be  obtained." 

On  page  90:  "Some  hatband  manufacturers,  however,  preferred  German-dyed 
yams  as  being  more  regiilar  in  shade  than  the  American  dyed.  The  hatband  yams 
imported  from  Germany  were  mostly  blue-black  and  came  from  Elberfeld.  Ac- 
cording to  statements  made  by  importers  most  familiar  with  the  trade,  the  greater 
part  01  the  hatband  yams  imported  from  Germany  were  originally  spun  in  England, 
only  the  dyeing  and  finishing  having  been  done  m  Germany." 

On  page  91:  "The  views  of  four  leading  manufacturers  of  hatbands  as  to  imported 
cotton  yams  are  as  follows:  **  *  *  Referring  to  the  dyed  black  cotton,  we  wish 
to  say  that  the  shade  is  very  irregular,  and  as  to  evenness  has  no  comparison  with 
the  black  or  blue-black  fast  dye  we  imported  from  Elberfeld,  Germany.  The  yam 
dyed  in  Elberfeld  also  came  from  England  originally.'  " 

On  page  94:  "One  of  the  largest,  if  not  the  largest,  users  of  imported  label  yams 
reports  as  follows:  *  *  *  *  The  sizes  used  for  lettering  in  fast-dye  red  and  black 
are  also  imported  from  England,  owing  to  the  inability  of  American  dyers  to  produce 
an  absolute  fast  dye  which  will  stand  the  ceneral  laundry  abuse.  *  *  *  Prior  to 
the  war,  we  imported  our  turkey-red  and  black  yarns  from  Barmen,  Germany,  and 
found  them  better  than  what  we  import  now  from  England.'  " 

On  page  114:  '*  An  importer  who  caters  to  a  special  section  of  the  embroidery  trade 
writes:  'We  have  never  Ibeen  able  to  procure  the  required  qualities  of  yam  and  estab- 
lish the  turkey-red  dyeing  in  this  country. '■* 

On  page  148:  "Before  the  war,  some  yarn, .such  as  78/2,  was  bought  in  England 
and  snipped  to  Crefeld  to  be  dyed  and  mercerized  before  export  to  America:  the 
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reason  stated  is  that  the  Grermans  mercerized  more  slowly  and  carefully  than  the 
English  and  that  there  was  less  liability  of  streaky  effects  in  hosiery  or  other  goods 
made  of  the  yarns  treated  in  Crefeld." 

On  page  155:  "As  the  Germans  could  not  compete  on  the  American  market  with 
domestic  coarse  yams  nor  with  fine  or  special  yarns  from  Englimd,  their  sales  were 
mainly  due  to  fast  dyeing,  to  a  high-polish  finish,  or  to  careful  mercerizing.  Accord- 
ing to  the  testimony  of  importers  in  a  position  to  know,  most  of  the  fine  yams  from 
Oermany,  as  well  as  a  portion  of  the  medium  counts,  such  as  those  used  for  hatbands, 
were  spun  in  England  and  only  finished  in  Germany.  The  German  '  Veredelungs- 
verkehr, 'or 'improvement  trade,'  by  means  of  which  yams  were  given  temporary 
free  admission  for  the  purpose  of  dyeing,  mercerizing,  or  otherwise  advancing  in  value 
before  reexport,  was  before  the  war  a  factor  of  increasing  importance  in  the  export 
trade  in  cotton  yam." 

Special  attention  is  directed  to  the  last  Quotation,  for,  in  the  event  of  the  enactment 
of  a  licensing  system  or  high  protective  auties  without  sufficient  differential  for  the 
increased  protection  for  dyes,  no  doubt  foreign  countries  will  do  as  they  have  done 
in  the  past,  enact  legislation  to  encourage  dyeing  of  articles  entirely  for  export. 

The  object  of  this  article  is  to  clearly  state  for  public  information  that  the  adoption 
of  a  licensing  system  on  coal-tar  dyes  would  so  embarrass  domestic  dye  consumers  in 
obtaining  the  necessary  dyes  for  their  industries  that  dyed  articles  would  probably 
be  imported  into  the  country  in  lieu  of  dyes.  Also  to  show  that  differential  rates  of 
duty  would  have  to  be  adopted  which  would  compensate  for  the  cost  of  dyeing  and 
increased  protection  afforded  dyes. 

REVIEW   OF  TARIFF   LEGISLATION   ON   COTTON   YARN,   THREAD,   AND   CIX)TH. 

In  order  to  ascertain  whether  or  not  differential  duties  for  dyeing  cotton  articles 
has  ever  been  affected  by  tariff  legislation,  Table  1  was  prepared,  showing  the  rates 
of  duty  on  cotton  yarn,  cotton  sewing  thread,  and  cotton  cloth,  under  tne  various 
tariff  measures  from  the  first  act,  dated  July  4,  i 7 89,  to  and  including  the  Underwood- 
Simmons  law,  passed  October  3,  1913. 

There  has  never  been  any  differential  duty  for  dyeing  cotton  yam.  Differentiation 
for  dyeing  cotton  cloth  was  first  enacted  in  the  tariff  act  of  July  14,  1832,  and  has 
been  continuously  in  effect  up  to  and  including  the  Payne-Aldrich  law  of  August  5, 
1909.  Differential  duty  has  been  in  most  instances  a  specific  rate,  although  in  some 
cases,  ad  valorem. 

Table  1. — Duties  on  cotton  yam^  thready  and  doth  under  various  tariff  acts. 


Date  of  acts. 


Cotton  yam. 


July 
Aug. 
June 


4,1780 

10, 1790 

7,17W 


Not  provided  for. 


Mar.    3,1797   do. 


\pr.  27,1816 


May 
May 

July 


22,1824 
19,1828 
14,1832 


Unbleached  and  unool< 
ored  yarn  less  than  60c. 
per  n>..  25%  ad  valo- 
rem: bleached  or  col- 
ored yarn  less  than  75c. 
per  lb.,  2.'!%  ad  valo- 
rem; for  3  years,  then 
20%. 


Same  as  act  of  Apr.  27, 

1816. 
Same  as  act  of  Apr.  17» 

1816. 
do 


Cotton  sewing  thread. 


Not  provided  for. 
'//.'Ao.V.V..'.'.'.'.V. 


Cotton  cloth. 


.do. 


Unbleached  and  uncol- 
ored  threod  less  than 
60c.  per  llf.  shall  be 
taken  as  60c.  per  lb.; 
25%  bleached  or  col- 
ored yam  less  than 
75c.  per  lb.  shall  be 
taken  a.s  75c.  per  lb.; 
25%  for  3  years,  then 
20%. 

Same  a<!  act  of  Apr.  27, 
1816. 

Same  as  act  of  Apr.  17, 
1816. 

do 


Not  provided  for. 
Do. 

Cotton,  linen,  and  muslin,  printed, 
stained,  or  colored,  5  per  cent  ad 
valorem. 

Same  as  June  7, 1794,  and  addmg  vel- 
vets and  velverets,  whether  piint- 
ed,  stained,  colored,  or  otherwise. 
24  per  cent  ad  valwem;  muslin  and 
mu^inets  and  other  cottons,  not 
printed,  stained,  or  colored,  2^  per 
cent  ad  valorem. 

23  and  20%  from  Cai>e  of  Good  Hope 
and  beyond  for  3  years,  and  then 
20%  and  20%;  26  and  10%  from  any 
other  place  for  3  years,  then  20% 
and  10%. 


Same  as  act  of  Apr.  27, 1816. 

20%  from  Cape  of  Good  Hope  and  be- 
yond; 10%  from  any  other  place. 

Not  dyed,  valued  at  30c.  per  sq.  yd.  or 
less  shall  be  taken  as  dOc.  per  sq. 
yd.,  25%;  dyed,  valuod  at  35c.  per 
sq.  yd.  or  less  shall  be  taken  as  35c. 

J>er  sq.  yd.,  25%;  nankins  direct 
rom  China,  20%. 
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Table  1. — Duties  on  coUon  yam^  thready  and  doth  under  various  tariff  acts — Continued 


Bftteofacts. 


Aug.  30,1942 


Mar.    2,1861 


July  14,  1862 


June  30, 1864 


July  14,  1870 


Mar.    3,1883 


Oct.     1,1890 


Cotton  yarn. 


Same  as  act  of  Apr.  27, 
1816,  with  addlUon  of 
all  other  cotton  jram, 
30%. 


30%  ad  valorem. 


10%  ad  valorem. 


Cotton  sewing  thread. 


Same  as  act  of  Apr.  27, 
1816,  With  addition  of 
all  other  cotton  thread, 
30%. 


10^^  ad  valorem. 


Not  on  spools  and  valued 

.  atmorethan40cperlb., 
lOo  per  lb.  and  20%: 
valued  at  over  40c  and 
not  over  60c.  20c  per  lb. 
and  20%;  valued  at  over 
80c  per  lb.,  40c  per  lb. 
and  20%. 

Valued  at  not  to  exceed 
25c  per  lb.,  10c  per  lb.; 
valued  at -26c,  40c  per 
lb.,  15c  per  lb.;  valued 
at  4Ic  to  50c  per  lb.,  20c 
per  lb.;  valued  at  5ic  to 
eOc  per  lb.,  2Sc.per  lb.; 
value  dat  olctoTOc  per 
lb.;  330  per  lb.;  valued 
at  71c  to  80c  per  lb..  38c 
per  lb.;  valued  at  8ic  to 
100c  per  lb.,  48c  per  lb.; 
valued  at  over  100c  per 
lb.,  50%. 

Valued  at  not  to  exceed 
25c  per  lb.,  10c  per  lb.; 
valued  at  26c  to  40r. 
18c  per  lb.;  valued  at 
41c  to  50c,  23c  per  lb.; 
valued  at  51c  to  60c. 
28c  per  lb.;  valued  at 
01c  to  70c,  33c  per  lb.; 
valued  at  71c  to  80c. 
38c  per  lb.;  valued  at 
81c  to  100c,  48c  per  lb.; 
valued  at  over  100c, 
50^0. 


30%  ad  valorem , 


10%  ad  valorem. 


6c  p«r  doc.  spools  on 
spocrfs  containing  not 
more  ttian  100  yds. 
thread;  exceeding  100 
yds.,  for  each  addi- 
tional 100  yds.  or  fnc- 
tion,  6c  per  doc.  and 
30%. 


Same  as  act  of  June  30, 
1864. 


7c  per  dot.  spools  on 
spools  containing  not 
more  than  100  yds. 
thread;  exceeding  100 
yds.  for  each  additional 
100  yds.  or  fraction,  7c 
per  doK. 


Cotton  cloth. 


Not  dyed,  valued  at  20c.  or  less  per 
sq.  yd.  shall  be  valued  at  20c.  per 
sq.  yd.;  dyed,  vahied  at  36c.  per. 
sq.  yd.  or  less  shall  be  valued  at  3Se. 
per  so.  yd.,  30%;  velvets  and  other 
pile  fabrics  valued  at  3Sc.  per  sq .  yd . 
or  less  shall  be  valnedat  35c.  per  sq. 
yd.,  30%. 

Unbleached,  lc.-4c.  per  sq.  yd.; 
bleached,  l|c.-4^.  per  sq*yd-: 
dyed,l}c.andlQ%,4|c.andlO%;  If 
value  exceeds  16o.  per  sq.  yd.,  35%. 

Cloth  (except  Jeans,  demms,  etc); 
unbleached  or  bleached,  lie  to  l]k& 
per  sq.  yd.;  dyed  lie  and  10%,  9c 
and  10  %;  if  value  exceeds  16c  per 


Same  as  act  of  June  30, 
1864. 


sq.  yd.,  30%;  jeans,  denims,  clc., 
not  to  exceed  value  of  16c  per  sq. 
yd.,2eper8q.  yd. 

AD  other  cotton  ffoods,  bleached,  un- 
bleached, or  dyed,  not  provided 
for,  5%. 

Cloth  (except  Jeans,  denims,  diiU> 
ings,  bedtiddngs,  gin^iams  jilaids  , 
ccttonades,  pantaloon  stim,  and 
similar  goods);  unbleadied,  5c  per 
sq.  yd.;  bleached,  5ic  per  sq.  yd.; 
dyed,  54c  and  10%,  5^0  and  20%; 
unbleacned,  valued  over  20c,  ZS%. 

Cotton  Jeans,  denims,  diiUings,  bed- 
tiddngs, ginghams,  nlaids,  cotton- 
ade,  pantaloon  stuff,  and  stmilar 
goods,  unbleached,  6c  to  7c  per  sq. 
yd;  bleached,  61c  to  74c  per  sq.  yd.i 
dyed.  6K  and  10%,  74%  and  15%; 
if  unoleached  and  valued  over  I6c, 
35%;  if  bleached  and  valued  over 
20c,  35%;  if  dyed  and  valued  over 
25c,  85%. 

Same  as  act  of  June  30, 1864. 


Unbleached,  24c  to  4c  per  sq.  yd.; 
bleached,  34c  to  5c  per  sq.  yd.; 
dyed.  44  to  6c  per  sq.  yd.;  if  un- 
bleached and  valued  over  (8eto  10c> 
40%;  if  bleached  and  valued  over 
(10c  to  12c),  40%;  if  dyed  and  valued 
over  (13c  to  1.50)  40%. 


Unbleached,  2r  to  4c  per  sq.  yd.; 
bleached.  24c  to  54c  per  sq.  yd.; 
dyed.  4c  to  6Jc  per  sq.  yd.;  If  un- 
bleached and  valued  over  64c  to 
10c.  35<^{,  to  45%;  if  bleached  and 
valued  over  9c  to  13c,  35%  to  45%. 
If  dyed  and  valued  over  12c  to 
15c,  35%  to  45%. 

Phuhes,  velvet*,  velveteens,  cor- 
duroys, and  all  pile  fabrics  coni- 
!>osea  of  cloth  or  other  vegetaMe 
Ibers:  Unbleached,  10c  and  20%; 
bleached,  12c  and  20%;  dyed,  14e 
and  20%:  but  none  simll  pay  less 
than  W/c» 
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Table  1. — DtUies  on  cotton  yam^  thready  and  doth  under  various  tariff  acU — Continued 


Date  of  acts. 


Aug.  27,18»1 


July  24,1897 


Aug.  5,  1909 


Oct.  3,  1913 


Cotton  yarn. 


Carded,  unbleached,  not 
dyed  and  not  aooYe 
singles  No.  1-15, 3c  per 
lb.;  No.  18-30,  ^c  per 
No.  per  lb.;  No.  31  and 
above  {c  per  No.  per 
lb.;  combed,  bleached, 
dyed  or  above  singles 
No.  1-20,  8c  per  lb.: 
No.  21  and  above,  t'oC 
per  No.  per  lb.;  duty 
not  to  exceed  8c  per  lb. 
on  value  not  over  25c 
lb.;  dutv  not  to  exceed 
15c  per  lb.  on  value  2Sc 
to  40c  lb. ;  duty  shall  be 
40%  on  value  exceed 
40c  lb. 

Carded,  unbleached,  not 
dyed  and  not  above 
single  No.  1-15,  3c  per 
lb.;  No.  16-30,  4c  per 
No.  per  lb.;  No.  31  and 
above,  ic  per  No.  per 
lb.;  combed,  bleached, 
dyed  or  above  singles. 
No.  1-20. 6c  per  lb.;  No. 
21-79,  ic  per  No.  per 
lb.;  No.  80  and  above, 
t'»c  per  No.  per  lb. 

Carded,  unbleached,  not 
dyed  and  not  above 
single  No.  1-15, 2ic  per 
lb.  No.  16-30,  l-8c  per 
No.  per  lb.;  No.  31  and 
above,  l-5c  per  No.per 
lb.;  shall  not  i>ay  less 
than  15%;  combed, 
bleached,  dyed  or 
above  singles  No.  1-2'f , 
6c  per  lb.;  No.  25-79,  Jc 
per  No.  per  lb.  wo. 
SO-199,  3-lOc  per  No. 
per  lb.;  No.  200  and 
above,  60c  per  lb.  and 
1-lOc  per  No.  per  lb. 
Finer  than  No.  140shall 
not  be  less  than  20%. 
Mercerized,  add.  duty, 
1-IOc  per  No.  per  lb. 

Carded,  unbleached,  not 
dyed  or  mercerued: 
No.  1-9, 59i;  No.  10-19, 
74%;  No.  2tK-39,  10%; 
No.  40-49,  15%;  No. 
60-50, 17i%;  No.  60-79, 
20%;  No.  K0^»,  22*%; 
No.  100  and  above,  25%. 

Combed,  dyed,  bleached 
ormercenzea:  No.  1-9, 
7i%;  No.  16-19,  10%; 
No.  20-:i9,  124%,  No. 
40-49,174%;  No.  50-59, 
20%;  No.  60-79,  22J%; 
No.  80-99, 25%;  No.  100 
and  above  27^%. 


Cotton  sewing  thread. 


Cotton  doth. 


5|c  per  dos.  spools  on 
spools  containing  not 
more  than  100  yds. 
Exceed  100  yds.,  far 
eadi  add.  100  yds.  or 
fraction,  5|c  per  dz. 


Not  exceed  100  yds.  to 
spool,  6c  per  as.;  ex- 
ceed 100  yds.  to  spool 
for  each  add.  100  yds. 
or  fraction  over  100, 6c 
per  ds.;  if  other  than 
spools  or  reels,  4c  for 
each  add.  100  yds.  or 
fraction  over  100. 


Not  exceed  100  yds.  to 
spool.  6c  per  dos.;  ex- 
ceed 100  yds.  to  spool, 
for  each  add.  100  yds. 
or  .fraction  over  100, 
6c  per  dos.  If  other 
than  spools  or  reels 
less  than 600  vds.  each, 
4c  for  each  100  yds.  or 
fractional  part.  Shall 
not  pay  less  than  20%. 


Unbleached,  Ic  to  3c  per  sq.  yd.; 
bleached,  l|o  to  5^  per  sq.  yd.; 
dyed.  2c  to  64c  per  sq.  yd.;  if  un- 
bleached and  valued  over  7c  to 
lac,  25%  to  3S%;  if  bleached  and 
valued  over  9c  to  14c,  25%  to  35%; 
irdyed  and  valued  over  12c  to  16c, 
30%  to  35%. 

Plushes,  velvets,  velveteens,  cor- 
duroys, and  all  pile  fabrics  com- 
posed of  cotton  or  other  vegetable 
fiber:  Unbleached,  40%;  bleached 
or  dyed,  47i%. 


Unbleached^  Ic  to  4c  per  sq.  yd.; 
bleached,  IJc  to  6^  per  sq.  yd.; 
dyed.  2c  to  8c  per  sq.  yd.;  if  un- 
bbaciied  and  valued  over  7c  to 
14c,  25%  to  40%;  if  bleached  and 
valued  over  9c  to  16c,  25%  to  40%; 
if  dyed  and  valued  over  12c  to 
20c,  30%  to  40%. 

Plushes,  velvets,  velveteens,  cor- 
duroi^,  and  all  pile  fabrics  com- 
posed of  cotton  or  other  vegetable 
fiber:  Unbleached.  9c  andf  25%; 
bleached  or  dyed.  i2c  and  25%. 

Unbleached,  lc-12)c  per  sq.  yd.; 
bleached,lic-12^  per  sq.  yd.;  dyed, 
2c-12ic  per  sq.  yd. 

Plushes,  velvets,  velveteens,  cordu- 
roys, and  all  pile  f  abncs  composed 
of  cotton  or  other  vegetable  fiber. 
Unbleached,  9c  and  25%;  bleached 
or  dyed,  12c  and  2.')%. 


22}%;  No.  89-99,  25%;  No.  ItX)  and 
above,  27}%. 

Bleached  or  dyed:  No.  1-0, 10%;  No. 
10-19,  124%;  No.  20-39,  15%;  No. 
40-49,  20%;  No.  50-59.  22}%;  No. 
60-79, 25%1  No.  80-99,  27}%;  No.  100 
and  above,  30%. 

Plush,  velvets,  plush  or  velvet  rib- 
bons, velveteens,  corduroys,  and 
all  pile  fabrics  made  from  cotton  or 
other  vegetable  fiber,  40%. 


In  order  to  set  forth  specifically  the  differential  duty  and  values  covering  the  dye- 
ing of  cotton  yarn,  thread  and  cloth  under  the  various  acts,  Table  2  was  prepared 
from  Table  1.  It  is  noted  that  the  difference  in  value  of  cotton  cloth,  due  to  the 
dyeing,  varies  from  3  to  5  cents  per  square  yard.  Differential  duty  on  cotton  cloth 
is  approximately  20  per  cent. 
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Inasmuch  as  there  has  heen  a  differential  duly  on  the  d\'eing  of  cotton  ( loth  in  the 
tariff  acts  in  tJiie  country  for  the  VBst  75  years  and  no  differential  duty  for  dyeing 
cotton  yarn  has  been  established,  tne  tariff  acts  of  foreign  countries  vere  revie^'ed  to 
pee  if  differential  duties  in  the  dyeing  of  cotton  varn  ^  ere  in  effect  in  foreign  tariffs. 
In  order  to  set  forth  the  results  of  this  review,  Tat>le  3  was  prepared.  Of  the  21  foreign 
tariffs  reviewed,  14  contained  differential  duty  for  the  dyeing  of  c ottcn  yai n .  A Ithoush 
the  differential  dutv  varies  in  the  different  foreign  tariff  acts,  it  is  noted  that  the 
differential  duty  in  France  and  Italy  is  approximately  20  per  cent. 

The  following  is  an  excerpt  from  a  discussion  of  foreign  tariffs  on  cotton  yam  in  a 
publication  entitled  *' Cotton  Yam,"  Tariff  Information  Series,  No.  12,  Vnited  8tate8 
Tariff  Commission: 

"Dyed  yams  more  commonly  carry  a  differential  than  any  ])rocesFed  yams.  In 
several  instances  they  are  subject  to  the  same  additional  duties  as  yams  when  bleac  bed ; 
but  more  frequently  pay  a  higher  differential,  Mhich  is  usually  at  least  double  the 
differential  on  bleached  yams.  The  amount  added  varies  from  a  fraction  of  a  cent 
per  pound  over  the  gray  to  8.75  cents  over  the  bleached,  the  differentia]  of  most 
advanced  countries  on  ^veing  ranging  between  1  and  3  cents  over  the  basic  rates 
for  unbleached  yams.  'I^wo  countries  which  increase  the  duty  for  bleached  yams 
bv  a  percentage,  add  a  fixed  amoimt  per  pound  for  dyeing  ( France  and  I  taly).  Several 
(Austria,  Belgium,  Aygentina,  and  (*hina)  le\y  the  same  duty  on  bleached  as  on 
unbleached  yams  but  advance  the  duty  on  ^'ams  when  dye<i.  In  fact,  a  rather 
common  method  of  classifydng  yarns  DOAkes  the  division  as  between  colored  and 
uncolco'ed  yarns,  the  bleached  being  im  hided  with  the  unbleached.  Belgium  removes 
the  additional  dutv  on  dved  vams  when  77*s  or  finer." 

Tablb  3. — Differential  duties  between  bleached  and  dyed  cotton  yam  in  tariffs  o/princijol 

foreign  countries. 


Country. 

DiilerentiiU  duty. 

Country. 

Differential  duty. 

Canada 

None. 
Da 
Do. 
0.S5  cent  per  T)ound. 
DifTerence   between   15  per 

cent    and    2.6   cents    per 

pound. 
O.IS  cent  per  pound. 
DiiTorence   between   20   per 

cent    and    1.31    cents  per 

poiuid. 
None. 
O.U  cent  per  pound  on  775 

and  under. 

Denmark 

1.82  cents  per  pound. 

1.83  cents  per  pound. 
None. 

United  Kingdom.... 
(jermanv 

Norway 

Sweden 

Austria-Hungary 

France 

Ru.%ia 

Da 

Rumania 

0.61  cent  per  pound. 
0J7  cent  per  pound. 
0.44  cent  per  pound. 
None. 

Bulgaria 

Serbia 

Switzerland 

Turkey 

Italy 

China 

5  per  cent. 

0.75  cent  per  pound. 

0.22  cent  per  pound. 

Japan 

Argentina 

Spain 

PHM-n 

2.7  cents  per  pound. 

Belgium 

Chile 

None. 

IMPORTS   OF  COTTON   TARN  AND  COTTON   OLOTH. 

Table  4  shows  the  total  quantities  and  values  of  cotton  yam  and  cloth,  unbleached, 
bleached,  and  dyed,  imported  during  the  fiscal  year  1913-14  (last  prewar  year).  The 
data  on  the  cotton  yam  was  obtained  from  the  original  invoices,  representing  91.2 
per  cent  by  weight  of  total  imports  of  cotton  yarn  for  that  fiscal  year. 

The  dyed  yams  imported  were  chiefly  coarse  and  medium  carded  counts.  They 
were  mainlv  of  coarse  turkey-red  yams  for  towel  stripes,  and  of  medium  count  polished 
yams,  black,  tan,  or  russet.  In  normal  times  there  were  also  fair  amounts  of  hosiery 
and  embroidery  vams  and  some  iniports  for  weaving  silks,  velvets,  hatbands,  and  for 
name  work  on  lal)els  that  come  in  in  the  dyed  state. 

Of  the  616,381  pounds  of  dyed  yam  representing  91  per  cent  of  the  imports  for  the 
fiscal  year  1913-14,  484,888  pounds,  repreeenting  80  per  cent,  came  from  Germany; 
100,331  pounds,  representing  16  per  cent,  came  from  England.  The  balance  was 
importea  fiom  Switzerland  and  France  in  about  equal  quantities.  Of  the  total  yjam 
impoitations  from  Germany,  about  60  per  cent  were  dyed  yarns,  and  this  notwith- 
standing the  fact  that  Germany  is  quite  an  importer  of  cotton  yams,  importing  far 
more  tmtn  she  exports. 
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Table  4. — Total  quantities  and  values  of  cotton  yam  and  cloth  imported  during  faml 

year  191S-U^ 


Condition  imported. 


Unbleached 
Bleached... 
Dyed 

Total . 


Cotton  yam.^ 

Quantity. 

Value. 

Pounds, 
5,284,384 
346,662 
616,381 

6,247,427 

Cotton  cloth. 

Quantity. 

Value. 

Sa.  yds, 

3,32rj,408 

16,706,096 

41,512,085 

I473,6$6 
3,173,0J7 
8,199,07S 

61,631,329      11,845,801 

»  Obtained  from  Cotton  Yarns,  Tariff  Information  Series  No.  12,  published  by  U.  S.  Tariff  C^wnmission 
and  representing  01.2  per  cent  by  weight  of  total  importations  for  fiscal  year  1013-14. 

DIFFERENTIAL  DUTY  NECESSARY  TO  COVER  COST  OP  DYEING  COTTON  Y.\RN,  THREAD, 

AND  CLOTH. 

• 

It  is  necessary  to  determine  the  actual  increased  cost  due  to  dyes  and  labor  in  the 
process  of  dyeing  cotton  goods  in  order  to  ascertain  what  is  a  logical  differential  duty 
to  be  added.  Table  5  shows  the  cost,  in  cents,  per  yard  of  cotton  Venetians  of  a  dyeing 
and  finishing  plant  during  1913  and  1918. 

During  1913  the  cost  of  the  black  dyes  was  approximately  three  times  the  cost  of 
the  dy]eing  of  black  fabrics.  The  cost  of  colored  dyes  was  about  three  times  the  cost 
of  dyeing  colored  Venetians.  In  1918,  although  the  cost  of  the  black  dyes  increased, 
they  were  only  twice  the  cost  of  the  dyed  black  Venetians,  but  the  cost  of  the  colored 
dyes  increased  approximately  400  per  cent  and  was  over  five  times  the  cost  of  the 
dyeing  of  colored  Venetians.  At  the  same  time  the  cost  of  the  dye  represented  60 
per  cent  of  the  total  manufacturing  cost,  which  shows  very  clearly  the  necessity  for 
a  proper  differential  duty  on  dyein|^  to  compensate  for  increased  protection  on  dyes. 
In  the  history  of  the  protection  of  industries  the  amount  of  the  protection  is  always 
reflected  in  the  ultimate  price  of  the  protected  article  to  the  consumer.  The  dyes 
represented  60  per  cent  oi  the  total  manufacturing  cost  of  this  dyeing  and  finishing 
plant  in  1918.  An  increased  protection  would  increase  the  cost  of  these  dyes,  the 
total  manufacturing  cost,  and  the  ultimate  cost  of  the  dyed  article.  This  increased 
cost  of  the  dyed  article  due  to  the  additional  protection  of  the  dyes  should  be  com- 
pensated for  by  an  equivalent  differential  duty. 

Table  5. — Cost  data  of  dyeing  and  finishing  plant,^ 
[Cost  of  finishing.  In  cent£i,  per  yard.] 


White. 

1913 

1914 

Item. 

Black. 

Colors. 

2.830 
2.772 
2.740 
2.740 

.082 
2.658 
1.224 

.396 
1.434 

.996 

White. 

Black. 

Colors. 

By  weight  of  cloth: 

2.75  yards  per  pound 

1.4.32 
1.413 

I. 'Am 

.082 

1.301 

.890 

2.930 
2.896 
2.865 
2.865 

.082 
2.783 
1. 216 

.442 
1.567 
L179 

2.008 
2.569 
2.482 
2.482 
.098 
2.384 
1.681 

4.937 
4.818 
4.550 
4.550 

.098 
4.4.'» 
2.333 

.898 
2.119 
1.434 

KQ» 

2.S5  yards  per  pound 

rm 

3.10  yards  per  pound 

7.340 

3.10  cloth  total  cost 

7.340 

Exnense  (sellinfr,  freight,  etc.) 

.09*5 

Actual  manufacturlne  cost 

7.242 

Labor  and  works  exDonse 

1328 

Dveine 

.806 

Materials 

.iii 

.703 

4.914 

Dyes 

4.167 

*^  J  %H3,  ..................................... 

_ 

>  Table  13B,  Cotton  Venetians,  Tariff  Information  Series  No.  10,  U.  S.  Tariff  Commission. 

In  order  to  ascertain  what  proportion  of  the  total  cost  of  cotton  goods  is  represented 
by  the  cost  of  dyeing,  Table  0  is  presented.  It  is  noted  that  the  coat  of  finishing  and 
dyeing  Venetians  by  this  large  finishing  and  dyeing  plant  is  ap])roximatelv  20  per 
cent  of  the  total  cost  of  the  finished  article,  ^fost  pronably  the  coet  of  finiating  and 
dyeing  of  this  class  of  goods  by  smaller  concerns  would  be  considerably  more  than  20 
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pel  cent.  Since  increased  protection  on  dyea  will  be  reflected  in  an  increased  price 
to  the  consumer  of  dyes,  it  is  necessary  that  a  differential  duty  be  imposed  to  cover 
the  cost  of  finishing  and  dyein":  of  the  goods  or  these  cheai)-dyed  r^otton  g^oodj^,  as  well 
as  other  dyed  article**,  ^^ill  be  import e<l  from  Europe  instead  of  our  mills  supph-ing 
the  whole  world. 

Table  6. — Price  jynid  hy  ronverter.s  in  Xev  York  ntnrhts.^ 

[Conts  per  yard.] 


220  threads  single  yarn  |    377  threads  ply  warp 
Venetian.  <  Venetian. 


Year. 


1913. 
1914. 
1915. 
1916. 

1017. 
191S. 


35  inches 

gray 
(32  inches 

finished). 


i:> 


I 


58  inches 

gray 
(36  inches 
nnlshcd). 


13H^ 
16f-34 

21f^l 
32  -41i 


17! 
19  -24 


25-35 
33i>42i 


35  inches 
•  gray 
(32  inches 
finished). 


17}-19 
17  -17J 
16-23 
23  -31} 

27-36 
40-52 


36  inches 

gray 
(36  inches 
finished). 


Cost  of  finishing  and  d>'eing. 


Blacks. 


19i-254 
29-33) 

27-40 
41  -60 


:'} 


3-3J 

4-^ 
6-7 

8 
8 


White  and  colors. 


No  separate  rate 
price  for  white. 

White  2  conts  less. 
6  cents;  colors  2 
cents-4  cents 
more,  10  cents- 
12  cents. 


» Cotton  Venetians,  Tariff  Information  Series  No.  10,  published  by  U.  S.  Tariff  Commission. 

On  pages  90  and  91  of  Cotton  Yarn,  Tariff  Information  Series  No.  12,  tliere  is  the 
following  statement:  "Prices  for  dyeing,  listed  as  additional  to  gray  yarn  prices  on 
invoices,  show  tha,t  the  Germans  in  the  fiscal  year  1914  were  charging  for  dyeing 
blue-black  hat-band  yarns  about  34  pfennigs  (8^  cents)  a  pound  for  counts  under 
50's;  above  45  pfennigs  (11 J  cents)  for  counts  of  60's  to  80;  and  about  ijO  pfennigs 
(Hi  cents)  for  120/2.  The  hatband  industry  uses  very  few  mercerized  yarns,  but  in 
1914  invoices  show  that  the  Germans  were  charging  30  pfennigs  (7.14  cents)  a  pound 
for  niercerizing;  for  instance,  in  July,  1913,  GO/2  combed  Egyptian  blue-black  was 
invoiced  at  2.05  marks  yam  price  plus  34  pfennigs  for  dyeing,  while  60/2  mercerized, 
combed  Egyptian  blue-black  was  invoiced  at  2.05  marks  yarn  price  plus  64  pfennigs 
(15.23  cents)  for  mercerizing  and  dyeing.  For  Turkey-red  dyeing  tlie  chaige  seems 
to  have  been  65  pfennigs  (15.47  cents)  a  pound.  Invoices  were  mainly  in  marks  per 
pound." 

Based  on  tlie  average  import  price  of  58  cents  for  1913,  the  cost  of  dyeing  of  the 
different  counts  is  15  to  20  per  cent.  On  page  142  of  the  same  publication  it  is  stated 
that  the  cost  in  United  States  of  dyeing  cotton  yarn  with  sulphur  black  in  1914  was 
6  cents  per  pound  and  15  cents  in  1918.  Predicated  on  average  import  prices  of  cotton 
yam  of  60  cents  for  1914  and  132  cents  for  1918  these  prices  expressed  in  percentages 
are,  respectively,  10  per  cent  and  Hi  per  cent.  The  cost  for  dyeing  direct  cotton 
colors  on  cotton  yam  was  10  cents  per  pound  in  1914  and  14  cents  in  1918,  which 
prices,  based  on  average  import  prices  for  those  years,  are  equivalent  to  16 J  per  cent 
and  10  per  cent. 

The  tariff  act  of  1909  imposes  a  differential  duty  of  one-fortieth  of  1  cent  per  pound 
for  the  mercerizing  of  cotton  yarn,  while  no  differential  duty  is  imposed  for  the  dye- 
ing of  cotton  yam.  According  to  Cotton  Yarn,  Tariff  Information  Series  No.  12,  the 
cost  of  mercerizing  in  the  United  States  in  1914  was  from  5  to  8  cents  per  ]X)und  and 
the  cost  of  dyeing  yarn  was  from  6  to  10  cents  per  pound.  In  1918  the  cost  of  merceriz- 
ing was  froni  8  to  12  cents  per  pound,  while  the  cost  of  dyeing  yarn  was  from  14  to  15 
cents  per  pound. 

If  the  cost  of  dyeing  is  greater  than  the  cost  of  mercerizing  and  a  differential  duty 
was  afforded  mercerizing  in  the  Payne-Aldrich  law,  a  differential  duty  for  dyeing 
should  be  embodied  in  the  new  tariff  act.  It  is  quite  evident  that  this  differential 
duty,  to  compensate  for  the  cost  of  dyeing  and  increased  protection  afforded  dyes, 
should  be  at  least  20  per  cent.  It  is  also  e\'ident  that  a  licensing  system  will  cause 
foreign  countries  to  encourage  the  free  importation  of  goods  in  the  gray  in  order  that 
they  mav  be  dyed  and  exported  in  the  dyed  conditions  to  the  United  States  where 
they  will  compete  with  the  products  of  domestic  manufacturers  who  have  been 
unable  to  obtain  the  dyes  necessary  for  their  needs  and  compete  with  the  foreign 
product. 
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G0RRE8FONDEKCE  With  a  Prominent  Consumer  Who  is  Also  a  Manufactuher 

OF  Colors  and  Dyes. 

April  15, 1921. 
Mr.  H.  A.  Metz, 

lt2  Hudson  Street,  New  York,  N.  Y. 

Dear  Sir:  After  all  the  gossip  I  have  heard  concemiiif  you  and  your  connectiona 
at  home  and  abroad  in  regard  to  the  dyestuf!  industry  I  am  not  at  aU  surprised  to 
receive  your  circular  letter  of  April  12.  Judging  from  all  I  have  heard,  your  attitude 
as  "an  American  manufacturer    is  a  colossal  joke. 

Please  do  not  send  us  any  more  communications  of  this  aort, 
YouTB,  very  truly, 


Aprh.  21, 1921. 

My  Dear  Mr. :  I  am  in  receipt  of  your  letter  of  April  15.    Apparentl^r  you 

must  have  heard  a  lot  of  things,  many  of  which  are  not  so,  if  you  consider  my  attitude 
as  an  American  manufacturer  a  colossal  joke. 

I  have  been  aware,  of  course,  for  some  time  of  the  propaganda  put  in  circulation 
against  me  by  various  gentlemen  connected  with  the  avestuS  industry  whose  views 
I  did  not  shfl^,  whose  principles  I  did  not  indorse,  and  whose  actions  I  did  not  fol- 
low. I  should  think,  however,  you  have  known  me  long  enough  and  that  our  busi- 
ness relations  for  the  last  35  years  would  have  had  some  weight  in  determining  the 
truth  or  untruth  of  some  of  the  thin^  which  you  probably  heard. 

I  was  manufacturing  colors  in  this  coimtry  when  others  were  still  scheming  how 
to  break  in.  I  did  all  1  could,  as  long  as  it  was  possible,  to  keep  the  industry  supplied 
with  col6rs  from  the  other  side  aiter  the  war  abroad  started.  1  disposed  of  every 
pound  of  stock  I  had  on  hand  to  my  old  customers  without  one  cent  of  increased 
profit.  I  enlarged  the  Consolidated  plant  in  Newark  during  1915,  and  became  inter- 
ested  in  the  Central  plant,  which  haa  been  established  about  30  years,  making  colors 
and  intermediates,  in  1916.  These  plants  turned  out  during  1917,  1918,  and  1919 
about  6,000,000  pounds  of  color  at  tne  Consolidated  and  about  3,000,000  pounds  of 
azo  and  basic  colors  and  3,000,000  pounds  of  intermediates  at  the  Central  plant,  and 
it  was  not  stuff  intended  for  export  either,  but  for  consumption  in  this  country,  and 
I  feel  safe  in  saying  that  I  supplied  more  sulphur  browns  and  other  colors  for  dyeing 
khaki,  and  alizarine  brown  and  alizarine  yeUow  for  dyeing  olive  drab  on  wool,  than 
any  two  concerns  put  together  during  the  early  period  of  the  war. 

In  addition  to  tnese  two  plants,  I  nad  just  completed  in  1918  a  plant  at  Rahway, 
N.  J.,  for  the  purpose  of  making  phosgene  so  as  to  enlarge  the  range  of  dyes  we  were 
making  at  the  Centred.  That  plant  I  still  have  on  my  hands,  although  it  never  turned 
a  wheel. 

Besides  these  plants,  I  established  the  Brooklyn  plant,  where  I  am  making,  sal- 
vaisan  and  novocain  since  the  beginning  of  1917,  and  from  which  hundreds  of  thou- 
sands of  ampules  at  practically  cost  were  supplied  to  the  Government  during  the 
war,  and  where  I  am  making  probably  three-quarters  of  these  two  products  used  in 
the  United  States  at  the  present  time. 

The  central  plant  has  probably  made  as  much  betanaphthol  as  any  other  single  plant 
in  the  country,  and  as  you  no  doubt  know  some  of  my  staff  assisted  with  their  ex- 
perience and  knowledge  in  establishing- the  intermediate  plants  for  some  other  firms 
who  were  better  fixed  for  raw  material  than  1  was. 

So  that  when  you  know  the  real  facts  perhaps  you  will  not  feel  that  I  am  such  a 
''joke  as  a  manufacturer."  True,  I  have  not  erected  plants  for  certain  colors  big 
enough  to  supply  the  whole  universe.  I  did,  however,  try  to  keep  my  plants  bal- 
anced and  make  sufficient  colors  to  supply  the  United  States  without  worrying  about 
export,  and  it  seems  to  me  that  those  people  who  are  shouting  so  much  about  what 
they  are  exporting,  and  what  they  want  to  do  in  foreign  countries,  hardly  need  any 
more  protection  than  they  have  now  if  they  can  compete  with  foreign  manufacturers 
in  these  other  countries. 

My  object  has  been  from  the  beginning  to  keep  the  faith  with  my  customers  with 
whom  1  have  been  in  touch  for  nearly  40  years,  and  to  see  that  they  can  Ret  the  col<V8 
they  need,  here  if  possible,  but  from  abroad,  if  necessary,  and  thus  hold  their  own 
against  the  products  of  other  countries  which  can  and  do  obtain  dyes  that  are  not 
being  made  here  or  at  reasonable  prices. 

It  certainly  would  be  no  joke  to  me  if  between  $3,000,000  and  $4,000,000  which 
I  and  two  or  three  associates  have  invested  in  these  plants  where  we  are  now  pro- 
ducing 125  distinct  colore  should  be  wiped  out  because  of  lack  of  proper  protection. 
With  any  reasonable  tariff  I  am  willing  to  take  my  chances  on  this  investment,  and 
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I  have  not  sold  any  stock  to  the  public,  and,  therefore,  have  not  been  able  to  make 
any  profit  on  dealing  in  such  shares,  which  no  doubt  many  of  those  who  are  shouting 
for  protection  have  done  with  their  properties.  I  am  enough  interested,  however, 
in  American  industry  to  want  to  avoid,  for  the  sake  of  keeping  up  the  price  on  a  few 
articles  such  as  indiago,  handicapping  our  consumers  by  standing  for  a  licensing 
system,  and  backing  up  all  the  fake  arguments  that  have  been  put  forth  by  Dr. 
Herty,  Mr.  Choate,  and  others  who  are  practically  the  paid  mouthpieces  of  a  combi- 
nation  of  manufacturers. 
Yours,  very  truly, 

H.  A.  Metz. 


April  29,  1921. 

My  Dear  Mr. :  I  was  glad  to  get  your  letter  of  April  25.    I  am  sorry  my 

previous  one  came  to  you  unsigned. 

I  know  that  soon  after  the  war  abroad  started,  when  I  was  doing  all  I  could  to  keep 
my  customers  on  this  side  supplied,  and  Dr.  Norton  and  other  ^'experts''  were  telling 
of  the  wonders  beine  done  here  in  regard  to  plants  starting  ovemifi^ht  and  making 
millions  of  pounds- of  colors,  and  incidentally  selling  stock  to  the  public,  such  as  the 
Federal  and  some  others,  1  did  say  that  we  could  not  produce  betanaphthol  and  other 
products,  having  in  mind  the  prices  we  were  paying.    At  that  time  betanaphthol 

sold  at  about  8  cents  with  a  10  per  cent  duty.    I  remember  distincjtly  that  Mr. 

offered  me  30  cents  a  pound  if  I  would  take  up  the  manufacture.  As  a  matter  of 
fact,  when  American  betanaphthol  did  finally  appear  on  the  market  it  sold  for  $1.25 
per  pound. 

I  did  say  at  that  time,  and  always,  that  we  could  make  anything  on  earth  as  well  as 
anyone  else.  It  was  purely  an  economic  question,  but  at  the  time  you  refer  to  no  one 
thought  the  war  would  last  five  years,  and  we  wanted  colors  then  and  not  two  or  three 
years  afterwards.  All  my  efforts,  although  I  did  start  manufacturing  on  a  larger 
scale,  were  devoted  to  the  purpose  of  getting  colors  to  keep  our  mills  going,  and  we 
would  have  gotten  them  if  it  were  not  for  the  British  order  in  council  in  March,  1915, 
when  all  shipments  of  noncontraband,  as  well  as  contraband,  were  held  up. 

I  know  of  no  concerted  effort  being  made  on  this  side  to  discredit  American-made 
dyes.  I  certainly  have  always  held  that  what  we  make,  color  for  color,  is  as  good 
as  anything  made  abroad,  and  I  agree  with  you,  and  came  to  that  conclusion  im- 
mediately after  the  situation  in  1914  arose,  that  we  could  not  be  dependent  upon  any 
other  country  for  supplies  of  essential  raw  materials,  and  dyes  are  certainly  raw 
materials. 

It  was  I  that  called  attention  to  the  fact  that  if  we  did  not  obtain  dves  a  great  manv 
of  our  textile  and  other  mills  would  have  to  shut  down,  and  you  will  probably  recall 
the  various  pamphlets  I  published  during  that  time  discouraeing  the  optimism  of 
Dr.  Norton  and  others,  who  in  the  daily  press  made  the  public  believe  that  they  would 
get  all  kinds  of  colors  in  a  short  time,  and  thus  handicapped  the  mills  just  that  much. 

This  is  aside  from  any  question  of  high  explosives.  Bear  in  mind  that  the  reason 
the  German  color  plants  made  high  explosives  was  becaiise  they  were  also  the  acid 
manufacturers  of  Germany,  and  that  the  three  big  color  plants  supplied  practically 
all  the  acids  used  in  that  country  not  only  for  dyestuffs,  but  for  every  other  piupose. 
The  same  as  in  this  country,  the  General  Chemical  Co.,  the  fertilizer  plants,  and 
numerous  other  industries  lised*  enormous  quantities  of  acids  without  regard  to  the 
color  indu6tr\'.  These  plantfi  and  the  coke  ovens  supplying  benzol  are  the  ones  that 
will  supply  material  for  explosives  in  future.  What  the  dyestuff  plants  consume  in 
proportion  to  other  industnes  of  this  product  and  of  other  eo-called  * 'poison  papes" 
IS  a  mere  bagatelle,  and  it  is  the  exaggerated  claims  underlying  the  propaganda  of 
Dr.  Herty,  Mr,  Choate,  and  others  that  make  the  situation  peem  so  amusing  to  me. 
I  like  facts  and  want  to  protect  our  industry,  but  I  do  not  like  misleading  statements, 
especially  when  those  making  them  are  paid  for  it.  Our  breweries,  with  their  enor- 
mous tank  capacity,  could  have  been  converted  into  explosive  and  poifon-gas  plants 
on  a  large  scale  quicker  than  our  dyestuff  plants,  and  no  one  objected  or  talked  of 
"national  defense'*  when  they  were  closed  up  and  put  out  of  business,  and  there 
were  dozens  of  breweries  to  one  color  plant. 

With  kindest  rt^ards,  yourfl,  very  truly, 

IT.  A.  Mktz. 
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April  25, 1921. 
Mr.  Herman  A.  Metz, 

/f «  Hudson  Street,  New  York,  N.  Y. 

My  Dear  Mr.  Metz:  Not  until  this  morning  did  I  receive  your  favor,  dated  the 
2l8t  instant  (which  comes  to  me,  by  the  way,  unsigned). 

From  general  information,  I  implicitly  believe  the  statements  made  in  the  third 
paragraph  of  your  letter,  and  many  of  the  statements  which  you  make.  I  recall, 
though,  a  visit  which  you  made  at  our  office  here  in,  I  believe,  the  latter  part  of  the 
year  1915,  when  you  were  explaining  to  us  how  it  was  absolutely  impossible  fcr  any- 
one to  produce  betanaphthol  in  this  country,  whilst,  as  a  matter  of  fact,  we,  ourselves, 
were  then  producing  a  very  sjitisfactory  article  right  along. 

I  believe  there  is  a  tremendous  effort  being  made  tp  discredit  American-made  dyes 
and  to  poison  the  minds  of  dyers  generally  in  this  country  against  the  domestic 
products. 

I  furthermore  believe,  just  as  stated  when  before  the  AVavs  and  Mean»i  Ccmmittee 
at  Washington,  that  this  countiy  should  be  absolutely  independent  cf  any  and  aU 
countries  in  the  matter  of  aniline  dyes,  to  the  end  that  shoula  the  ocTasion  ever  aiiee 
again  we  are  not  caught  unprepared  for  the  speedy  pi  eduction  of  high  expk^ivee. 
etc.  There  is  unquestionablv  a  veiy  specious  and  int^idious  attempt  being  made  to 
the  end  that  the  operation  of  domestic  factoiies  should  be  im]X)6eible.  and  that  the 
Germans  should  a^in  come  in  as  the  supreme  supplier,  as  occurred  in  1883.  1 
believe  all  attempts  of  this  character  shoukl  be  ''scotcued." 
YoiuB,  very  truly. 


(The  committee  thereupon,  at  12  o'clock  m.,  recessed  until  2:30 
o'clock.) 

AFTER   RECESS. 

The  committee  reconvened,  Senator  McCumber  presiding. 

Senator  McCumber.  Mr.  Metz,  will  you  proceed  and  bring  your 
testimony  to  a  conclusion  ? 

Mr.  Metz.  Mr.  Chairman,  just  before  recess  was  taken  I  mentioned 
paragraph  26  of  the  bill. 

I  nave  here  a  sample  of  brown  for  hosiery.  We  were  asked  to 
match  this  sample  and  we  were  informed  that  the  color  must  be  as 
fast  as  a  direct  color.  This  is  the  stock  I  sent  him  [indicating]. 
This  is  the  match.  This  match  that  I  sent  him  back  to  match  his 
stocking  is  composed  of  three  colors,  direct  orange,  benzo,  purpurin 
4  B,  and  a  direct  black.  These  three  colors  will  stand  tiie  same 
amount  of  washing  and  not  change.  It  is  composed  of  these  different 
proportions,  37.5  direct  oranjge,  17.5  benzo  purpurin,  35  direct  black, 
and  10  per  cent  of  salt.  I  give  it  a  name  and  call  it  direct  cordovan 
dyed  with  25  per  cent  salt,  and  make  him  a  price  on  it.  This  is  a 
trade  secret  and  I  am  entitled  to  it.  If  this  were  manufactured 
abroad,  in  sending  me  this  color  they  would  have  to  give  every  pro- 
portion of  the  color  in  there.  This  enables  me  to  make  the  color 
that  this  man  wants  and  give  him  the  shade  that  he  wants,  and  I 
am  entitled  to  the  benefit  which  that  gives  me.  Under  the  provision 
of  paragraph  26  this  information  must  be  given,  and  they  can  go 
into  mv  books  and  can  go  into  the  consumer's  books  and  look  up 
these  things.  You  know  you  can  look  up  what  you  want  and  over- 
look what  you  do  not  want.  There  is  a  great  chance  for  discrimina- 
tion.    We  saw  what  discrimination  did  during  the  last  few  years. 

Senator  La  Follette.  Under  the  provisions  which  you  refer  to 
here  you  would  be  understood  as  saying  that  an  importer  would  not 
import  if  he  were  required  to  give  the  formula. 

Mr.  Metz.  In  the  first  place,  the  importer  could  not  import  any- 
way.    It  must  be  the  consumer.     But  ne  sends  to  me  his  license  for 
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something  and  I  send  it  to  the  manufacturer.  Under  this  law  there 
would  have  to  be  stated  information  a6  to  exactly  what  is  in  this  thing. 
He  will  not  do  it.  We  have  to  do  it  here  as  best  we  can  and  we  can  not 
get  what  we  want.  Importers  are  not  all  crooked;  and  the  importer 
has  a  right  to  live  as  well  as  the  manufacturer.     Many  of  the  im- 

Eorters  have  been  in  business  for  50  years  in  this  country.  They 
uy  and  sell  goods  all  the  time  here  and  abroad.  Under  tKis  propo- 
sition they  would  have  to  give  away  all  they  know  to  those  who 
want  to  find  out,  and  it  is  not  fair. 

I  have  here  a  letter  from  the  G.  Cramer  Dry  Plate  Co.,  of  St. 
Louis,  Mo.,  dated  July  22,  1921.  This  letter  is  addressed  to  me  and 
roads  as  follows: 

Gentlemen:  We  have  seen  notice  of  what  is  tenned  ' 'the  Longworth  dye  embaigo/' 
in  connection  with  the  new  tariff  bill,  now  before  Congress,  and  we  write  to  ask  that 
you  kindly  give  us  what  information  you  can  in  this  connection,  that  is  to  say,  does 
the  tariff  or  the  Longworth  Act  cover  dyes  such  as  are  used  in  photographic  processes, 
and  if  so,  in  what  manner? 

Those  people  buy  their  goods  in  small  bottles,  half-ounce  bottles. 
To-dav  I  have  to  get  a  permit  for  every  one  of  those  little  bottles. 
The  War  Trade  Board  lets  me  bring  in  10  or  20  of  those  little 
bottles -at  a  time.  These  are  special  dyes  made  in  the  laboratory 
for  special  purposes.  They  do  not  amount  to  anything,  but  they 
hold  up  the  industry.  We  wrote  them  and  they  replied,  under  date 
of  August  3,  1921,  as  follows: 

We  are  in  receipt  of  vour  favor  of  Ist  instant,  and  thank  you  sincerely  for  the 
information  contained  tnerein.  As  we  understand  it  from  your  letter,  the  bill  in 
question  would  make  it  very  difficult  to  obtain  dyes  of  foreign  manuifacture,  and 
we  sincerely  hope  that  it  may  be  very  much  modified,  or,  better  still,  never  passed. 

There  are  dozens  of  industries  in  that  same  position.  They  want 
a  small  amount  of  color. 

Mr.  Choaie  stated  that  the  importer  could  bring  goods  in  in  bond 
and  leave  them  there.    Let  us  analyze  that. 

In  the  first  place,  we  get  the  goods  in  kegs  and  barrels.    Suppose 

1  put  them  in  bond  and  Iwant  10  or  20  or  50  pounds  of  a  certain  color 
and  get  a  permit.  I  can  not  go  up  there  and  weigh  out  10  poimds 
from  that  barrel.  I  can  not  take  the  bairel  out  because  I  am  a 
dealer.  How  are  you  going  to  handle  this  stuff  in  bond?  It  is 
ridiculous.  You  are  interferring  with  the  real  channels  of  trade,  and 
there  are  many  people  who  send  in  for  1  pound  or  2  pounds  of  a 
certain  color  to  nnisn  a  special  lot  of  goods.  It  not  only  applies  to 
cotton,  but  to  woolens,  food  products,  candy,  everything  that  color 
goes  into. 

*  Senator  McLean.  If  we  preserved  domestic  competition  and  these 
things  were  produced  here  you  would  not  have  to  go  abroad  for  your 

2  pounds. 

Mr.  Metz.  If  vou  are  going  to  make  the  mills  quit  like  they  stopped 
on  the  tanned  shoes,  ail  right;  let  us  say  so.  But  do  not  talk  about 
national  defense  in  a  thing  of  that  kind. 

Gentlemen,  I  am  now  at  your  disposal,  to  answer  any  questions 
regarding  cost  of  production,  capital,  salary,  or  any  other  details 
regarding  any  of  my  plants  or  any  of  the  articles  I  produce;  also  as  to 
my  connection  with  the  Dyes  mstitute,  the  Chemical  Foundation, 
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and  their  connection  with  the  industry  so  far  as  it  has  come  under  my 
observation. 

I  want  to  say  further  that  Mr.  Choate  made  a  remark  here  about 
the  great  numoer  of  people  employed  by  the  Badische  Co.  Some 
people  took  that  matter  up  and  obtained  the  following  reply: 

Cable  received  to-day  says  number  of  employees  color  factory  LudwigBhafen  nine 
thousand  against  ten  thousand  four  hundred  August  first  nineteen  hundred  fourteen. 
Nitrogen  works  Oppau  eleven  thousand  against  one  thousand;  Mersebeig  seven 
thousand  six  hundred  against  none,  works  not  then  in  existence.  Present  work  day 
eight  hours  against  prewar  nine  and  twelve  hours  besides  efficiency  now  generally  less. 

That  is  the  reply  to  that  cable  giving  these  figures.  The  increase 
is  not  in  the  color  plants;  it  is  not  connected  with  the  color  end; 
but  in  the  nitrates  and  things  of  that  sort. 

Now,  I  touched  upon  the  question  of  the  dry  plate  matter.  When 
you  get  down  to  medicinals  it  is  a  great  deal  worse,  because  the 
psychology  of  a  man  wanting  what  he  wants  when  he  wants  it  is  half 
the  cure.  There  is  no  reason  why  if  a  man  has  a  case  of  syphilis 
and  wants  German  salvarsan  he  should  not  get  it,  even  though  I 
make  a  salvarsan.  Mr.  Cooke,  who  appeared  here  appeared  as 
counsel  for  certain  interests  and  related  wnat  they  told  hioi  to  say, 
like  most  counsel  do.  He  did  not  tell  you  though,  that  the  Bayer 
people  manufactured  phenacetin  and  a  dozen  other  thiims  beside 
aspirin  before  the  war.  The  plant  was  built  here  because  tney  could 
make  those  things  cheaper  than  they  could  import  them  even  under 
that  tariff.  That  plant  was  sold  by  the  custodian  to  the  pr^ent 
Bayer  Co.  That  company  is  spending  $1,000,000  a  year  for  adver- 
tising aspirin.  Thejr  have  a  trade-mark  which  also  protects  them, 
and  there  is  no  occasion  for  an  embargo  in  this  direction. 

Now,  gentlemen,  as  I  said  before,  I  am  ready  to  answer  any 
Questions  that  you  may  desire  to  ask  me.  I  imderstand,  however, 
tnat  there  are  several  sentlemen  here  from  the  textile  industries 
who  desire  to  be  heard  as  promptly  as  possible,  one  gentleman 
particularly,  Mr.  Brehm  of  Philaaelphia,  who  d^ires  to  leave  on 
the  4  o^clock  train.  If  you  will  allow  me  I  will  yield  to  them.  They 
are  really  the  people  to  be  considered. 

Senator  McCumbeb.  I  will  say  to  the  witness  that  the  chairman 
before  leaving  asked  me  to  proceed  this  afternoon,  as  he  is  busy. 
He  gave  me  a  list  of  names  and  the  order  in  which  he  desired  them 
called.  The  next  name  on  the  list  appears  to  be  Mr.  Geoi^ 
Demming. 

Mr.  Metz.  Mr.  Demming  is  an  attorney  for  some  of  these  manu- 
facturers. 

Mr.  Demmino.  I  would  suggest  that  Mr.  Brehm  be  called. 

Senator  McCumber.  Verv  well.    Then,  I  will  call  Mr.  Brehm. 

Senator  La  Follette.  Mr.  Chairman,  I  shall  want  to  ask  Mr. 
Metz  some  questions,  but  I  am  perfectly  willing  to  defer  doing  that 
until  we  hear  the  gentleman  wno  wishes  to  get  away  on  an  early 
train  this  afternoon. 

Senator  McCumbeb.  I  thought  Mr.  Metz  had  finished. 

Senator  La  Follette.  No;  ne  is  not  through.  I  want  to  ask 
him  some  Questions  and  it  will  take  some  time. 

Senator  AfcCuMBER.  We  will  hear  Mr.  Brehm  then  and  after  that 
recall  Mr.  Metz 
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STATEMENT  OF  WILLIAM  H.  BBEHM,  OF  BBEHM  <fe  STEHLE,  FHCLA- 


Senator  Watson.  Mr.  Brehm,  where  do  you  live  and  what  is 
your  business  ? 

Mr.  Brehm.  I  am  in  the  dyeing  business.  I  am  a  member  of  the 
firm  of  Brehm  &  Stehle,  Trenton  and  Allegheny  Avenues,  Phila- 
delphia. 

1  am  also  secretary  and  treasurer  of  the  Readii^Dveing  Co.,  Read- 
ing, Pa.,  where  we  do  job  dyeing  for  the  trade.  We  nave  been  estab- 
lished for  about  15  years. 

In  my  business  as  a  master  dyer  I  am  a  consumer  of  dyestiiffs.  I 
anr  here  to  oppose  a  licensing  system.  I  am  distinctly  in  favor  of  an 
adequate  protective  tariff  to  protect  the  American  manufacturers  of 
dyestuffs. 

My  opposition  to  an  embargo  or  Ucensing  system  is  based  upon  my 
experience  as  a  consimier  of  dyestuffs  during  the  operation  of  the 
system  since  its  inauguration  in  this  country.  I  have  been  using 
American  dyestuffs  in  my  business  wherever  possible,  but,  under  tM 
licensing  system,  I  have  been  forced  to  use  tnem  for  other  purposes 
for  whicn  they  were  imsuitable.  During  the  period  from  1914  to  1919 
our  customers  were  satisfied  with  almost  anythmg,  but  at  the  present 
time  they  are  very  particular  and  exacting  in  their  demands  for 
shades.  Under  the  licensing  system  it  has  not  been  as  easy  to 
obtain  the  colors  that  we  required  and  which  were  not  manufactured 
here  as  has  been  claimed  by  the  advocates  of  the  bill.  I  will  relate 
mv  personal  experience  along  this  line.  One  of  ^the  examples  is  as 
follows: 

On  September  23,  1920,  we  applied  to  the  War  Trade  Section  for  a 
license  to  import  100  poimds  benzo-fast-black  L.  After  considerable 
correspondence,  the  originals  of  which  are  herewith  submitted  as 
exhibits,  we  received  the  license  March  23,  1921,  just  six  months 
later.  Passing  the  license  on  to  the  Grasselli  Chemical  Co.  to  import 
these  goods  for  us,  they  were  received  in  Reading  June  8,  1921,  eight 
and  a  half  months  from  the  time  of  the  application. 

In  the  meantime  we  were  not  able  to  supply  our  customers  with  the 
material  we  had  previously  used  and  had  to  make  substitutions,  from 
which  we  received  considerable  complaints. 

Just  at  this  time,  on  September  23,  when  we  applied  for  the  license 
to  import  this  100  pounds  of  dyestuffs  we  were  refeiTed  by  the  War 
Trade  Board  to  the  American  Dyes  Institute  of  New  York,  to  give  us 
the  name  of  the  manufacturers  of  a  substitute.  Under  oate  of 
October  7,  they  write  us: 

We  regret  that  at  this  writing  we  are  unable  to  give  you  the  names  of  any  domestic 
manufacturers  of  these  products,  but  we  have  included  them  in  our  inquiry  No.  38, 
issued  to-day  to  all  dyestuff  manufacturers  in  this  country,  and  any  reply  we  receive 
of  interest  to  you  we  will  immediately  pass  on  to  you. 

That  was  on  October  7,  about  two  weeks  after  we  had  made  applica- 
tion. The  War  TVade  Board  at  that  time  could  not  have  nad  a 
substitute  for  that  color  when  the  American  Dyes  Institute,  to  whom 
we  were  referred,  did  not  have  any  themselves. 

After  considerable  correspondence  we  had  to  send  the  War  Trade 
Board  a  dye  sample  of  stocldngs  on  which  this  benzo-fast-black  L  is 
used.     It  IS  used  to  dye  slates  where  the  combination  of  silk  and  cot- 
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ton  is  used.  In  other  words,  the  body  of  the  stocking  is  silk,  and  cuff 
and  heel  and  toe  are  cotton.  This  color  is  adapted  to  that  particular 
work  because  it  dyes  all  in  one  shade  at  the  Rame  time.  After  that 
we  had  to  submit  to  the  War  Trade  Board  a  sample  of  fast-black  L. 
Under  date  of  March  23,  1921,  the  War  Trade  Board  write  us  that: 

Replying  to  your  favor  of  March  22,  we  incloee  herewith  aUocation  certificate  Xo. 
6267  for  100  pounds  of  benzo-fast-black  L  (Baver)  for  which  you  applied  on  January 
19, 1921.  We  are  at  a  loss  to  understand  why  the  pontamine  LL  will  not  do  the  same 
work  as  benzo-fast-black  L  and  are  taking  up  thi^  question  direct  with  the  Du  Pont 
Co.,  as  yeu  may  see  from  the  inclosed  carbon  of  our  letter  of  even  date  to  them. 

Please  note  that  the  issuance  of  this  allocation  certificate  must  not  be  considered 
a  precedent. 

On  November  10,  1920,  we  applied  for  100  kilos  of  soluble  blue  3 
BB  made  by  Oehler.  At  the  tune  of  making  this  application  we 
specified  that  this  color  has  special  properties  that  we  required.  Up 
to  the  present  time  we  have  oeen  unable  to  secure  such  a  license  to 
import  this  color.  The  War  Trade  Section  claims  that  a  satis- 
factory substitute  is  being  made  here.  The  American  Dyes  Insti- 
tute, however,  on  May  16,  1921,  advertised  that  the  E.  I.  du  Pont  de 
Nemours  &  Co.  are  manufactiuing  a  blue  known  as  soluble  blue  R 
and  3R,  their  representative,  however,  telling  us  not  over  three  weeks 
9^o  that  neither  one  of  these  colors  would  give  us  the  shade  we  de- 
sire. I  am  submitting  herewith  te  the  committee  the  original  letters 
passing  between  the  War  Trade  Section  and  our  firm  covering  this 
matter. 

(The  correspondence  referred  to  is  as  follows:) 

War  Trade  Board. 
Wa^fdngtoii,  November  IB,  J9^i. 
Brehm  &  Stehlb, 

Trenton  and  Allegheny  AventuSj  Philadelphia^  Pa, 

Gentlemen:  On  November  10  we  received  your  application  for  an  allocation  cer- 
tificate for  100  kiloB  of  soluble  blue  3  BB,  Schultz  No.  539,  made  by  Oehler.  On  the 
bottom  of  the  application  you  have  written:  *'This  color  has  special  properties  we 


require." 


You  are  probably  aware  that  several  American  producers  are  manufactaring  soluble 
blues.  Therefore,  before  we  can  take  definite  action  on  your  application,  we  must 
ask  you  to  advise  us  what  special  properties  you  require  for  your  work.  Kindly  rive 
us  information  in  as  much  aetail  as  possible.  Upon  receipt  of  your  reply  we  shall  be 
pleased  to  give  further  consideration  to  your  application. 
Very  truly,  yours, 

War  Trade  Board  Sectiok, 
C.  S.  Hawes, 

Research  Assistant. 


November  22, 1920. 
War  Trade  Board, 

Washington,  D.  C. 

Gentlemen:  Replying  to  your  favor  of  the  16th  regarding  our  application  for  an 
import  license  for  soluble  blue  3  BB  would  say  this  dye  produces  a  very  greenish 
shade  of  blue  and  is  very  necessary  for  our  trade.  We  have  been  trying  to  obtain 
this  shade  from  domestic  sources,  but  all  of  the  samples  we  have  tned  out  in  our 
laboratory  have  been  too  reddish  and  not  suited  at  all  for  our  work. 

The  nearest  we  have  found  was  a  blue  CH  of  National  Aniline  &  Chemical  Co.  and 
in  placing  an  order  with  them  they  advise  us  they  can  not  delix-^er  as  they  are  not 
making  this  color  now. 

The  soluble  blue  of  Oehler  has  a  peculiar  greenish  shade  and  is  very  clear  color. 
All  of  the  others  we  have  tested  are  flat  and  reddish. 

Again  the  price  of  this  color  is  about  12.75  landed  here  and  the  domestic  color 
which  has  not  the  shade  run  from  $5.75  to  $12  per  pound. 

We  trust  our  application  will  have  your  best  consideration  and.await  your  reply. 
Very  truly,  yours. 
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War  Tkadb  Board,  December  11,  1920. 

Waskingtan,  D.  C, 

Gentlemen  :  With  further  reference  to  our  letter  of  November  22,  regarding  soluble 
blue  3  BB,  which  we  applied  for  to  import  about  100  Idloe,  would  say  we  hav^  been 
trying  to  get  a  blue  similar,  but  can  not  get  an>[  of  the  desired  greenish  and  clear  shade. 

We  are  entirely  out  of  this  dye  and  need  it  for  business  on  hand.  Will  you  not 
kindly  give  this  vour  early  consideration,  and  oblige, 

toun,,  truly,  B^^^  ^  g^^^,^ 

War  Trade  Board, 
Waskingum^  December  18, 1920. 
Brehm  &,  Stehle, 

Trenton  and  Allegheny  Aventies,  Philadelphia^  Pa, 

Gentlemen  :  Replying  to  your  favor  of  December  11,  in  regard  to  soluble  blue  3  BB, 
we  must  again  call  your  attention  to  the  fact  that  according  to  out  information  soluble 
blues  are  now  being  made  in  this  coimtry  on  reasonable  terms  as  to  price,  quality,  and 
deliverj'^  by  several  manufacturers. 

Before  we  can  give  your  application  any  further  consideration,  we  must  ask  that 
you  send  us  a  detiuled  report  concerning  the  American  colors  which  you  have  tried  to 
substitute  for  German  dye  asked  for.  Please  advise  us  wherein  the  ptopertiee  of  the 
American  dye  fail  to  meet  those  of  the  German  dye.  Upon  receipt  of  this  information, 
we  shall  be  pleased  to  give  further  consideration  to  your  application. 
Very  truly,  yours, 

War  Trade  Board, 
0.  S.  Hawbs^ 

Research  Atiwtant. 

War  Trade  Board,  December  22,  1920. 

Washington,  2>.  C. 

Gentlemen:.  Replving  to  your  favor  of  18th  regarding  the  soluble  blue  tha£  we 
wish  to  import,  would  say  that  we  have  tried  to  get  a  domestic  color  from  various 
manufacturers,  but  up  to  the  present  time  have  been  unable  to  get  the  shade  we 
desire. 

We  are  sending  you,  under  separate  cover,  samples  we  have  made  in  testing  out  the 
color,  and  you  will  see  from  them  that  there  are  none  that  we  could  use.  We  desire 
to  cooperate  with  the  domestic  manufacturers,  and  if  you  can  give  us  any  further 
adWce  would  be  pleased  to  make  tests  of  any  other  blues,  but  in  the  meantime  we 
need  material  and  would  appreciate  your  giving  this  your  early  Attention. 
Yours,  truly, 

Brehm  &  Stehle. 

War  Trade  Board, 
Waskington,  December  23,  1920. 
Brehm  &  Stehle, 

Trenton  and  Allegheny  Avenues,  Philadelphia,  Pa. 

Gentlemen:  Replying  to  your  letter  of  December  22,  we  beg  to  advise  that  we 
have  received  th,e  nve  samples  which  you  sent  us  and  note  ^at  one  shows  the  shade 
of  blue  desired  by  you  and  that  two  of  the  dyeings  are  from  colors  received  from 
German  importers'and  two  from  colors  received  from  American  producers.  You  must 
of  course  understand  that  we  can  not  consider  the  colors  that  you  received  from  the 
German  importers  unless  you  state  that  these  colors  are  produced  in  the  United  States 
and  advise  us  as  to  the  name  of  the  concern  which  produced  them.  As  there  are  at 
least  three  other  American  producers  besides  the  National  Aniline  &  Chemical  Co. 
and  the  Calco  Chemical  Co.,  which  have  put  soluble  blues  upon  the  market,  we  must 
again  ask  you  to  secure  samples  from  the  other  American  producers. 

We  miffht  state  that  we  have  made  a  special  investigation  of  the  soluble  blues  that 
are  now  being  manufactured  in  the  United  States,  and  from  information  in  our  files 
we  believe  that  there  is  no  doubt  but  that  you  can  secure  an  American  product  which 
will  give  you  the  desired  shade  of  blue.  We  again  refer  you  to  the  American  Dyes 
Institute  for  information  and  surest  that  you  secure  samples  from  all  American 
manufacturers  who  report  production  of  soluble  blues. 

Very  truly.  you«.  ^.^^  Trade  Board, 

C.  S.  IIawes, 

Research  Assistant. 
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December  27, 1920. 
War  Trade  Board, 

Washington^  D.  C. 

Gentlemen:  Replying  to  your  favor  of  the  23d,  would  say  you  have  misunderstood 
our  letter  of  December  22. 

We  sent  you  a  sample  of  the  greenish  shade  we  desired  and  also  the  other  samples  (4) 
which  were  dved  witn  domestic  dyes.  You  may  have  taken  it  that  Uie  sample  marked 
Euttroff,  Pickhardt  Co.  was  a  German  color,  but  this  is  the  only  shade  they  can  give  us 
of  domestic  manufacture.    They  have  no  foreign  color,  nor  can  they  give  us  any. 

However,  we  have  this  day  written  the  American  Dyes  Institute  for  infonnation 
they  have,  but  we  doubt  if  they  can  give  us  further  information,  as  we  have  taken  this 
up  with  nearlv  all  of  the  domestic  manufacturers  and  with  the  result  we  gave  you  in 
0UI8  of  the  22a. 

Yours,  truly, 

Brehh  &  Steele. 

December  27,  1920. 
American  Dyes  iNSTrruTE, 

320  Broadway,  New  York,  N.  Y. 

Gentlemen:  We  have  been  referred  to  you  by  the  War  Trade  Board  for  informa- 
tion as  to  the  manufacturers  of  soluble  blues. 

We  want  to  obtain  a  soluble  blue  greenish  shade  similar  to  soluble  blue  3  BB  of 
Geiseiheimers  before  the  war,  or  Badische  3)  blue. 

We  have  obtained  a  number  of  samples,  but  they  are  all  too  reddish.    We  desire  the 
greenish  shade  and  must  be  clear  color. 
We  trust  you  will  be  able  to  give  us  the  information.    Thanking  you,  we  are, 
Yours,  truly, 

Brehm  &  Stehle. 


American  Dyes  iNsrrruTE, 
New  Yorky  January  i7,  l$il. 
Brehm  <&  Steele, 

Trenton  and  Alleghany  Avenues ,  Philadelphia,  Pa. 

Gentlemen:  Referring  to  your  inquiry  of  December  27,  1920,  for  tlie  names  of 
domestic  manufacturers  of  soluble  blue,  Schultz  No.  539,  we  would  request  that  you 
add  to  the  list  of  manufacturers  of  this  product  already  given  you,  the  name  of  ^ew 
York  Color  &  Chemical  Co.,  98  John  Street,  New  York  City. 
Very  truly,  yours, 

H.  E.  Danner,  Treasurer. 

American  Dyes  Instttute, 

New  York,  May  16, 192U 
Messrs.  Brehm  <&  Stehle, 

Philadelphia,  Pa, 

Gentlemen:  Referring  to  vour  inquiry  of  December  27,  1920,  for.  the  names  of 
domestic  manufacturers  of  soluble  blue,  schultz  No.  539,  we  would  advise  that  we 
are  in  receipt  of  information  from  E.  I.  du  Pont  de  Nemours  &  Co.,  Wilmington,  Del., 
to  the  effect  that  they  are  manufacturing  two  brands  of  soluble  blue^  which  they  call 
du  Pont  Soluble  Blue  R  and  3R,  which  they  have  standardized  especially  for  paper. 
Very  truly,  yours, 

H.  E.  Danner,  Treasurer. 

No. . 

APPUCATION  for  allocation  of  GERMAN  DYES  (BOTH  VAT  AND  NONVAT  DYSS)  FOR 

CONSUMPTION  DURING  A  SIX  MONTHS'  PERIOD. 

Reading,  Pa.,  September  tS,  1920. 
To  Bureau  op  Imports,  War  Trade  Board  Section, 

Department  of  State,  Washington,  D.  C 

We  hereby  certify  that  the  dyes  hereinbelow  described  are  iJie  estimated  require- 
ments for  consumption  in  our  plant  during  a  six  months*  period;  and  we  hereby  make 
application  for  license  to  import  the  same  for  the  following  reasons  (check  reason  io 
paragraph  1  below  or  indicate  reason  in  spaces  in  paragmph  2  as  may  be). 

Q)  Unobtainable  from  United  States  sources  (check  here),  or  (2)  although  obtain- 
able from  United  States  sources,  are  not  obtainable  because  oi  (a)  unreasonable 
pncea  (check)  (6)  unreasonable  delivery  (cneck)  (c)  inferior  quality  (check). 
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We  undertake  and  agree  that  all  dyes  of  German  orisin  which  may  be  secured  hy 
us  puiBuant  to  the  rules  and  regulations  of  the  War  Trade  Board  Section  will  be  used 
by  us  for  our  own  manufacturing  purposes  and  will  not  be  sold  or  otherwise  disposed 
of  except  with  the  approval  of  the  Bureau  of  Imports,  and  we  further  agree  to  promptly 
inform  the  War  Trade  Board  of  the  actual  date  of  receipt  at  our  plant  of  the  dyes  or 
such  part  of  them  for  which  a  license  may  be  granted  in  accordance  herewith. 

If  more  than  two  dyes  are  needed  securely  attach  list  hereto. 


Designation  of  dye.  '       SchulU  No. 


Pounds. 


Brilliant benzo violet B  (Bayer) Notelven 500 

Sambesl  black  D  (Berlin) do I  500 


Fast  black  L  (Bayer) . 


.do. 


50 


If  Schultz  number  is  not  found  in  Schultz  dye  table,  1914  edition,  classify  if  pK)s- 
sible  under  proper  group  as  given  by  Schultz,  or  give  complete  detailed  information 
by  which  dye  in  question  may  be  identified. 


(Name  of  corporation,  firm,  or  individual.) 
(Name  of  officer  authwized  to  act  for  applicant.) 


War  Trade  Board, 
Washingtony  Septemher  29,  1920. 
Reading  Dyeing  Co.,  Reading ,  Pa. 

Gentlemen:  Referring  to  your  application  of  September  23, 1920,  we  beg  to  inform 
you  that  an  allocation  certificate  can  not  be  granted  for  the  importa,tion  of  Sambesi 
Black  D  and  fast  black  L  German  dyes,  investigation  having  disclosed  that  these 
dyes,  or  satisfactory  substitutes,  are  now  obtainable  in  sufficient  quantities  from 
domestic  sources  in  the  United  States  on  reasonable  terms  as  to  price,  quality^  and 
delivery  to  supply  domestic  requirements.  On  inquiry  the  American  Dyes  Institute, 
320  Broadway,  r^ew  York,  will  inform  you  of  the  names  and  addresses  of  the  domestic 
makers  of  these  dyes. 

Very  truly,  yours, 

Bureau  op  Imports, 
By  Ouve  K.  Grebe. 

War  Trade  Board, 
Washington^  October  4, 1920. 
Reading  Dyeing  Co.,  ' Reading ^  Pa, 

Gentlemen:  Referring  to  your  application  for  an  allocation  certificate  allowing  you 
to  import  Benzo  fast  black  L,  we  wrote  you  that  we  were  unable  to  grant  you  an  alloca- 
tion certificate  for  the  reason  that  this  dye  is  now  bein^  manufactured  in  the  United 
States  on  reasonable  terms  as  to  price,  quality,  and  delivery.  We  have  been  reliably 
informed  that  this  is  a  fact  and  that  the  Quaker  City  Corporation,  of  Philadelphia, 
witti  an  office  at  15  William  Street,  ^ew  York  City,  are  the  selling  agents  for  this 

? articular  color.    We  are  sending  you  this  information  for  the  reason  that  the  American 
>ye8  Institute  have  advised  us  that  they  have  no  definite  information  regarding  the 
manufacturers  of  this  particular  product. 
Very  truly,  yours. 

War  Trade  Board  Section, 
C.  S.  Ha  WES,  Research  Assistant. 


American  Dye  iNSTrruTE, 

New  Yorkj  October  7,  1920. 
Reading  Dyeing  Co.,  Reading,  Pa. 

Gentlemen:  We  are  in  receipt  of  your  letter  of  October  5,  in  which  you  ask  for  the 
names  of  domestic  manufacturers  of  fast  black  L  and  Zambesi  black  D. 

We  regret  that  at  this  writing  we  are  unable  to  give  you  the  names  of  any  domestic 
manufacturers  of  these  products,  but  we  have  included  them  in  our  inquiry  No.  38, 
issued  to-day  to  all  dyestuff  manufacturers  in  this  country,  and  any  replies  that  we 
may  receive  of  interest  to  you  we  will  immediately  pass  on  to  you. 

However,  for  your  information,  we  would  advise  you  that  we  have  in  our  records 
the  fallowing  products: 

Zambesi  black  B'.  H.,  Norton  No.  A-49,  made  by  National  Aniline  &  Chemical  Co., 
21  Burline  Slip.  New  York  Citv. 
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Zambesi  black  V,  Norton  No.  A'55,  made  by  Newport  Chemical  Works,  Passaic, 
N.  J.,  and  National  Aniline  &  Chemical  Co.,  21  Burling  Slip,  New  York  (offer  siibeti- 
tute  to  be  ready  Sept.  15,  1920). 
It  may  be  to  your  advantage  to  communicate  with  the  above-mentioned  firms, 
very  truly,  yours, 

U.  E.  Banner,  Treagtirrr, 

American  Dyes  Institutk, 

New  York,  October  i6,  19J0. 
Reading  Dyeing  Co.,  Reading,  Pa. 

Gentlemen:  Referring  to  your  inquiry  of  October  5  for  domestic  manufacturers  of 
Benzo  fast  black,  Norton  No'.  A-169,  we  would  advise  you  that  National  Aniline  & 
Chemical  Co.,  21  Burling  Slip,  New  York  City,  and  Newport  Chemical  Works  (Inc.), 
Passaic,  N.  J.,  offer  their  direct  black,  as  being  equal  in  all  respects  to  Benzo  fast 
black. 
It  may  be  to  vour  advantage  to  communicate  with  these  two  firms. 
\  ery  truly,  yours, 

H.  E.  Dannek,  Treasurer. 

War  Trade  Board, 
Washington,  January  t7,  1921. 
Reading  Dyeing  Co.,  Reading,  Pa. 

Gentlemen:  Referring  to  your  application  of  January  19,  1921,  we  beg  to  ad\n8e 
you  that  an  allocation  certificate  can  not  be  granted  you  for  the  importation  of  Benzo 
fast  black  L  German  dyes,  investi^tion  having  disclosed  that  a  satisfactory  substitute 
for  this  dye  is  obtainable  in  sufficient  quantities  from  domestic  scmrces  on  reasoaablo 
terms  as  to  price,  quality,  and  delivery  to  satisfy  domestic  requirements.  On  inquir>' 
the  American  Dyes  Institute  at  320  Broadway,  New  York,  will  inform  you  of  th'& 
names  and  addresses  of  the  domestic  makers  of  tne  substitute  dye. 
Very  truly,  yours. 

Bureau  of  Imports, 
By  L.  J.  Robinson. 

War  Trade  Board, 
Washington,  February  19,  192 J. 
Reading  Dyeing  Co.,  Reading,  Pa. 

Gentlemen:  Replying  to  your  letter  of  February  7,  1920,  in  regard  to  Benzo ^t 
black  L,  we  have  examined  the  sample  dyeings  vou  sent  with  much  interest  and 
must  confess  that  the  American  products  tiuit  you  nave  tested  do  not  seem  to  do  the 
work  o!  the  Bayer  product.  We  note,  however,  that  you  have  used  Erie  gmy  M 
made  by  the  National  Aniline  &  Chemical  Co.  According  to  our  information,  the 
dve  which  they  claim  may  be  used  in  place  of  the  Bayer  product  is  known  as  Diazine 
black  DR.    Will  you  kindly  advise  us  whether  you  Itave  tested  this  American  product? 

Since  writing  vou  we  have  also  learned  that  the  Du  Pont  Co.  manufactiue  Ponta- 
mine  fast  black  LL,  which  we  understand  is  the  same  as  the  Bayer  product  known  as 
Benzo  fast  black  L.  Will  you  kindly  advise  whether  you  are  familiar  with  botli  of 
these  domestic  dyes?  Upon  receipt  of  your  reply  we  will  take  prompt  action  in 
rewd  to  your  application. 

Kegrettlng  that  there  has  been  any  delay  in  this  matter,  and  assuring  you  of  our 
cooperation,  we  are. 

Very  truly,  yours, 

War  Trade  Board, 

C.   A.   H.\WB8, 

Research  Assistant, 

February  25,  1921. 
War  Trade  Board, 

Department  of  State,  Washington,  D.  C. 

Gentlemen:  Your  letter  of  the  19th  instant,  relative  to  our  application  tor  an 
allocation  certificate  for  the  importation  of  Benzo  fast  black  L,  duly  received,  and 
following  out  the  suggestions  we  herewith  inclose  sample  dyeings  with  fienzo  fast  black 
L  and  Du  Pont  Pontamine  fast  black  L  L,  which  we  oelieve  will  speak  for  themselves. 

We  want  this  product  not  for  blacks  but  for  grays,  something  that  will  go  on  the 
cotton  and  silk  fioers  alike,  and  so  far  as  our  knowledge  goes  Benzo  fast  black  L  is  the* 
only  product  that  will  so  act.  NationaVs  diazine  black  D  R  is  much  more  unaatis- 
factory  than  Erie  gray  M  or  Pontamine  fast  black  L  L. 
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In  view  of  the  foregoing,  we  trust  you  will  now  see  it  possible  to  issue  a  certificate 
without  delay,  as  we  are  in  uij^ent  need  of  the  product. 
Thanking  you  for  your  consideration  and  awaiting  your  favorable  reply,  we  are, 
Yours,  truly, 

Reading  Dyeing  Co. 

War  Trade  Board, 
Washington,  March  1,  1921. 
Heading  Dyeing  Co.,  Reading y  Pa. 

Gentlemen:  We  have  read  your  letter  of  February  25  with  much  interest.  Inas- 
much as  the  Dupont  Co.  has  advised  us  that  their  Pontamine  fast  black  LL  is  identical 
with  the  Bayer  product  known  as  Benzo  fast  black  L,  we  are  at  a  loss  to  understand 
why  you  do  not  secure  the  same  results  with  both  dyes. 

Under  the  circumstances  we  believe  it  would  be  advisable  for  you  to  send  us  a 
sample  of  the  Benzo  fast  black  L  that  was  used  on  the  half  silk  hose  that  you  sent  us. 
We  would  like  to  make  tests  on  our  account,  after  which  we  will  be  pleased  to  give 
iurther  consideration  to  your  application. 
Very  truly,  yours, 

War  Trade  Board, 
C.  S.  Hawes, 

Researdi  Assistant, 

March  3,  1921. 
War  Trade  Board, 

Department  ofState,  Washington,  D.  C. 

Gentlemen:  In  response  to  your  letter  of  the  Ist  instant,  by  Mr.  C.  S.  Hawes, 
'we  inclose  herewith  product  samples  of  Bayer's  Benzo  fast  black  L  and  Dupont's 
Pontamine  fast  black  LL,  such  as  were  used  in  dyeing  up  the  silk  hose  sent  you  on 
Pebruary  25. 

Upon  receipt  and  testing  of  these  samples  we  will  be  glad  to  hear  from  you  further. 
Yours,  truly, 

Reading  Dyeing  Co. 


War  Trade  Board,   , 
Washington,  March  21,  1921. 
Keading  Dyeing  Co.  (Inc.),  Reading,  Pa, 

Gentlemen:  Referring  to  recent  correspondence  in  regard  to  your  application 
to  import  100  pounds  of  Benzo  fast  black  (Bayer),  we  are  at  a  loss  to  understand  how  it 
happens  that  Pontamine  fast  black  LL,  whicfi  the  producers  claim  is  identical  with  the 
Baver  product,  will  not  do  the  same  work.  As  we  understand  that  there  is  some 
ditference  in  the  method  of  applying  this  color  to  cotton  and  silk,  we  are  writing  to 
ask  you  to  advise  us  just  how  vou  applied  the  Pontamine  fast  black  LL.  Upon 
receipt  of  this  information  we  will  take  prompt  action  on  your  application. 
Very  truly,  yours, 

War  Trade  Board, 
(\  S.  Hawes, 

Research  Assistant, 


March  22,  1921. 
War  Trade  Board, 

Department  of  ^tate,  Washington,  D.  C. 

Gentlemen:  We  have  >'our  letter  of  the  2l8t  relative  to  our  application  to  import 
13enzo  fast  black  L,  and  in  reply  would  state  in  dyeing  up  the  samples  sent  you  on 
Pebruary  25  last  the  same  procedure  was  followed  in  each  case,  but  with  an  entirely 
different  result,  which  conclusively  proves  that  Pontamine  fast  black  LL  is  not  a 
satisfactory  suljstitutc  for  Benzo  fast  black  L. 

The  Du  Pont  r)eoi)le  in  submitting  their  sample  to  us  did  not  mention  any  special 
or  peculiar  way  in  which  their  product  shoula  l)0  applied,  and  should  any  special 
handling  be  required  we  believe  they  would  have  so  notified  us. 

It  seems  somewhat  strange  to  us  that  we  should  have  so  much  trouble  in  procuring 
an  import  license  for  this  product  when  we  know  of  at  least  two  of  our  competitors 
who  have  brought  in  much  larger  quantities  of  this  product  than  we  are  asking  for 
a  license  for,  and  as  a  consequence  our  trade  is  leaving  us,  as  we  are  unable  to  meet 
the  requirement. 

In  view  of  the  correspondence  we  have  had  and  the  samples  submitted,  we  believe 
a  favorable  response  to  our  application  should  now  be  granted. 
Yours,  truly, 

Reading  Dyeing  Co. 
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War  Tradb  Board, 
WaMngtOHf  March  tS,  19tl. 
Reading  Dyeing  Co.,  Reading,  Pa, 

Gentlemen:  Replying  to  your  favor  of  March  22,  we  incloee  herewith  allocation 
certificate  No.  6267  for  IQO  pounds  of  Benzo  fast  black  L  (Bayer)  for  which  you  apnUed 
on  January  19,  I92I.  We  are  at  a  loss  to  understand  why  the  Pontamine  fast  black  LL 
will  not  do  the  same  work  as  Benzo  fast  black  L,  and  are  taking  up  this  question  direct 
with  the  Dupont  Co.,  as  you  may  see  from  inclosed  carbon  of  our  lett^  of  even  date 
to  them. 

Please  note  that  the  issuance  of  this  allocation  certificate  must  not  be  considered  a 

Precedent.    If  our  investigations  prove  conclusively  that  the  Pontamine  fost  black 
iL  is  identical  with  the  German  product,  future  applications  for  this  color  will  be 
refused. 

Very  truly,  yours, 

War  Trade  Board, 
C.  S.  Hawes, 

Research  Assutant 

March  23, 1921. 
E.  I.  Du  Pont  db  Nemours  &  Co., 

Wilmington^  Del, 

Gentlemen:  We  have  recently  had  some  correspondence  in  regard  to  an  applica- 
tion for  100  pounds  of  Benzo  fast  black  L.  I  wrote  you  on  February  26  in  regard  to 
this  color  and  you  replied  on  March  1,  your  file  3065- WVR.  Further  correspondence 
with  the  applicant  brings  the  following  information,  dated  March  22: 

'^  We  have  your  letter  relative  to  our  application  and  in  reply  would  state  in  dyeing 
up  the  samples  sent  >[ou  on  February  25  last  the  same  procedure  was  followed  in  each 
case,  but  with  an  entirely  different  result,  which  conclusively  proves  that  Pontamine 
fast  black  LL  is  not  a  satisfactory  substitute  for  Benzo  fast  black  L. 

''The  Du  Pont  people,  in  submitting  their  sample  to  us.  did  not  mention  any  special 
or  peculiar  way  in  wMch  their  product  should  be  applied,  and  should  any  special 
handling  be  required  we  believe  they  would  have  so  notified  us." 

On  the  strength  of  this  letter  and  the  fact  that  there  has  been  some  delay,  we  have 
issued  an  idlocation  certificate  for  a  special  purpose,  but  have  informed  the  applicant 
that  he  must  not  consider  this  a  precedent. 
Very  truly,  yours, 

War  Trade  Board, 
C.  S.  Hawes, 

Research  Assiitant. 

Mr.  Brehm.  That  application  has  never  been  granted,  and  I  gave 
it  up  as  a  bad  job  ana  consequently  did  not  go  any  further  with  it. 
I  have  a  letter  from  one  of  our  customers,  jot  whom  I  have  been 
dyeing  for  32  years,  who  used  this  particular  blue  on  their  goods. 
Tney  complain  because  we  can  not  give  them  the  color  because  of 
the  refusal  of  the  War  Trade  Section  to  grant  us  the  license. 

(The  letter  referred  to  is  as  follows:) 

Philadelphia,  Pa.  July  SO,  19V. 
Brehm  &  Stehle, 

TrcTiUm  and  Allegheny  Avenues,  City. 

Gents:  Please  advise  us  at  once  in  regard  to  your  aniline  blue  shade  on  cotton. 
We  are  having  daily  complaint  on  tnis  color.    Have   been  in  business  some  30 
years,  and  previous  to  the  war  never  have  had  any  on  this  shade.    Must  insist  on 
this  being  as  formerly  was.    An  early  reply  will  oblige. 
Yours,  etc., 

Tinkler  <fe  Co.  (Inc.). 

Mr.  Brehm.  The  illustrations  which  I  have  given  of  the  embap- 
rassments  and  delays  in  efforts  to  obtain  foreign  dyes  through  a 
licensing  system  aaministered  by  Government  agencies  are  not 
isolated  or  rare. 

I  could  mention  a  couple  of  more  facts  with  regard  to  one  color 
regarding  which  I  had  considerable  correspondence  with  Mr.  Iser- 
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mann,  one  of  tihe  witnesses  who  appeared  here  the  other  day,  and 
eventually  we  secured  an  application  for  50  pounds  of  fast  acid  violet 
10-B.  Iklr.  Isermann  wanted  a  sample  of  the  dyestuff,  of  the  German 
dyestuff ,  and  I  refused  to  give  it  to  him  and  told  him  that  if  he  had 
any  proof  that  I  was  wrong  to  make  his  complaint  to  the  War  Trade 
Board.  However,  the  War  Trade  Board  granted  my  license  and  I 
was  given  50  pounds.  We  use  only  a  very  small  quantity  of  this  par- 
ticular color  for  shading  purposes.  At  certain  tmies  when  ^ou  are 
dyeing  a  shade,  possibly  half  an  oimce  to  100  pounds  of  material,  you 
must  throw  your  color  one  way  or  the  other,  and  it  was  this  particu- 
lar color  I  had  to  have;  otherwise,  if  I  used  something  else,  it  would 
possibly  spoil  the  other  three  dyes  that  I  used  for  producing  this 
shade. 

Senator  Dillingham.  As  I  understand  you,  your  real  objection 
to  the  embargo  is  the  difficulty  that  you  and  men  in  the  same  line 
of  business  with  you  have  experienced  under  the  licensing  system 
under  the  present  law. 

Mr.  Brehm.  Yes,  sir.  Our  experience  does  not  stand  alone.  I 
have  learned  from  other  consumers  of  dyes  that  they  have  had  the 
same  trouble. 

We  must  have  dyes  for  special  purposes  at  once.  Trade  and 
seasons  will  not  wait  six  or  eight  months,  and  every  time  we  need 
special  dyes  we  do  not  want  to  be  compelled  to  go  into  court  to  get 
them.  As  an  example  of  the  danger  which  this  means  to  our  business, 
I  cite  the  following: 

One  of  my  customers  handed  me  a  letter  from  a  New  York  cotton- 
goods  importer  offering  yams  spun  and  dyed  in  Germany  cheaper 
than  they  can  buy  the  yam  and  have  it  dyed  in  this  coimtry,  and 
offering  to  make  dfelivery  within  six  weeks'  time. 

It  can  readily  be  seen  that  if  we  are  compelled  to  wait  from  six 
to  eight  months  in  order  to  get  our  necessary  foreign  dyes,  through 
a  licensing  system,  we  can  not  compete  in  the  matter  of  delivery 
with  foreign  houses,  who  offer  to  d!eliver  the  yams  already  dyed 
witiiin  six  weeks.  The  textile  manufacturers  of  the  United  States 
must  have  colors  equal  to  the  best  of  foreign  goods;  otherwise,  the 
consuming  public  will  ask  for  imported  goods  to  the  detriment  of  the 
American  textile  manufacturers. 

Senator  McLean.  Do  you  mean  to  say  that  these  yarns  were 
offered  at  a  price  less  than  the  dye  would  cost  ? 

Mr.  Brehm.  No;  the  yarns  were  offered  already  dyed  landed  in 
New  York  cheaper  than  we  can  buy  the  southern  yams  and  have 
them  dyed  in  Philadelphia.  We  just  take  the  yarn  m  the  gray  and 
put  the  color  on  that. 

Senator  La  Follette.  Are  the  cases  of  delay  which  you  have  cited 
the  only  cases  you  had  delay  in  ? 

Mr.  Brehm.  No,  sir;  I  have  had  several  other  appUcations.  I 
never  went  any  further  with  it.  I  simply  had  to  make  out  the 
best  I  could  with  the  substitutes  I  could  get  hold  of. 

Senator  La  Follette.  Did  you  have  such  delay  in  all  cases  ? 

Mr.  Brehm.  I  have  had  other  delays. 

Senator  La  Follette.  That  caused  you  to  abandon  the  attempt 
to  get  them  by  licenses  through^  the  War  Board  ? 

Mr.  Brehm.  Yes,  sir. 
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Senator  Smoot.  Did  you  ever  have  any  stock  come  in  through 
license  that,  after  its  arrival,  you  could  not  use  on  account  of  tne 
lateness  of  its  reaching  you  ?  ^ 

Mr.  Brehm.  No,  sir;  I  had  no  cases  like  that.  I  never  applied 
for  any  special  colors  like  that.  We  did  apply  for  some  of  a  certain 
color  made  by  the  Badische  concern,  and  the  War  Trade  Board 
refused  the  appUcation,  claiming  we  could  get  it  from  the  Newport 
Chemical  Co.  or  from  the  Du  Pont  people.  We  wrote  them  back  and 
told  them  that  the  Newport's  color  was  too  red  for  our  use  and  the 
Du  Pont  color  was  too  flat.  They  still  refused  the  application,  and  I 
wrote  back  and  told  them  that  1  had  understood  tnat  other  people 
were  getting  the  dyestuff  in,  and  why  pick  on  us?  They  allowed 
us  a  500-pound  barrel.  But  all  those  things  take  time  and  cause 
delay. 

Senator  McCumber.  It  does  not  take  any  time  to  brin^  in  the 
yams  that  are  already  colored?  That  is  one  of  the  bad  features. 
They  delay  you  in  getting  the  colors  ? 

Air.  Brehm.  From  six  to  eight  months. 

Senator  McCumber.  But  they  do  not  delay  bringing  in  the  yarns 
colored  with  the  same  dye  ? 

Mr.  Brehm.  No,  sir. 

Senator  Smoot.  From  Germany  or  England  or  any  other  country? 

Mi.  Brehm.  They  are  German  manufactured  yarns  of  fast  color 
for  towel  manufacturers.  They  use  certain  standard  colors.  They 
can  bring  those  colors  over,  and  if  one  manufacturer  can  use  them 
another  can.     They  are  practically  only  blue,  pink,  gold,  and  violet. 

Senator  McCumber.  Do  you  know  of  any  method  by  which  all 
this  trouble  could  be  overcome  as  long  as  you  have  a  license  system? 

Mr.  Brehm.  I  do  not.  That  is  why  I  am  in  favor  of  a  tariflF  and 
putting  a  tariff  on  that  would  protect  the  manufacturers  of  dyes. 
That  I  am  heartily  in  favor  of. 

Senator  La  Follette.  You  are  not  a  manufacturer  of  dyes  your- 
self? 

Mr.  Brehm.  I  have  absolutely  nothing  to  do  with  it  at  all.  I  am 
a  consumer. 

Senator  Smoot.  You  are  not  objecting  to  a  sufficient  tariff? 

Mr.  Brehm.  I  am  not  objecting  to  a  tariff;  no,  sir.  I  approve  of 
a  tariff.     I  am  objecting  to  the  licensing  system. 

Senator  Watson.  Did  you  ever  come  before  Congress  before  the 
war  to  fight  a  tariff  on  dyes  ? 

Mr.  Brehm.  No,  sir.  This  is  my  first  appearance  before  any 
committee,  either  of  the  House  or  Senate. 

Senator  Smoot.  There  has  not  been  very  much  of  a  tariff  at  any 
time  on  dyes,  I  will  say  to  the  Senator. 

Senator  Watson.  No  ;  but  there  has  been  a  terrible  fight  kept  up 
against  a  tariff  being  put  on  dyes  for  a  great  many  years. 

Senator  Smoot.  Yes;  that  is  true. 

STATEMENT   OF  HERMAN  A.  METZ,  PRESIDENT  OF  THE  CONSOLI- 
DATED COLOB  &  CHEMICAL  CO.— Resumed. 

Mr.  Metz.  Let  mo  just  touch  on  the  statement  this  morning  with 
reference  to  naphthalene.  Crude  naphthalene  is  free  and  always  has 
been  free,  and  always  will  be,  because  it  is  a  waste  product.     But  the 
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refined  naphthalene  is  not  free;  and  that  is  what  we  have  sot  to  use. 
So  the  interruption  with  reference  to  naphthalene  was  simply  another 
misstatement,  and  nothing  else.  I  should  have  said  refined  naphtha- 
lene instead  of  naphthalene. 

I  might  say,  also,  in  regard  to  Senator  Watson's  statement  just  now, 
that  you  will  remember  that  the  gentleman  who  was  most  active  in 
keeping  alizarine  and  indigo  on  the  free  list  is  the  man  who  is  now 
witn  the  Du  Fonts  trying  to  put  a  duty  on.  He  was  the  inan  who 
went  around  among  the  textile  manufacturers  getting  petitions 
signed  with  reference  to  it.    Senator  Smoot  knows  him. 

Senator  Smoot.  I  have  known  him  for  30  years. 

Mr.  Metz.  He  never  shows  up  in  public. 

Senator  Watson.  I  do  not  know  anything  about  him. 

Mr.  Metz.  I  am  trying  to  tell  you  somethmg  about  him. 

Senator  La  Follette.  Have  you  anything  further  to  say,  Mr. 
Metz? 

Mr.  Metz.  No,  sir.  I  am  going  to  answer  any  questions  that  you 
desire  to  ask.  I  trust  that  other  manufacturers  will  be  put  in  the 
same  position  and  have  to  answer  questions.  I  am  willing  to  be  put 
under  oath  and  give  the  facts.    Let  us  jget  the  facts. 

Senator  La  Follette.  Who  are  the  largest  manufacturers  of  dye- 
stuffs  in  the  United  States  ? 

Mr.  Metz.  Formerly  ? 

Senator  La  Follette.  Now. 

Mr.  Metz.  To-day,  the  National,  or  the  Allied,  as  they  call  them- 
selves in  the  new  combination,  and  the  Du  Fonts. 

Senator  La  Follette.  What  is  the  correct  name  of  the  National  ? 

Mr.  Metz.  Tlie  National  Aniline  &  Chemical  Co.  It  was  the  old 
Schelkoff  plant  in  Buffalo,  and  now  combined  with  the  National 
Aniline  are  the  General  Chemical  Co.,  the  Semet-Solvay,  of  Syracuse, 
the  Gener^  Chemical  Co.,  which  are  the  big  acid  crude  chemical 
manufacturers,  and  the  Barrett  Manufacturing  Co.,  who  make  coal- 
tar  products.  They  are  coal-tar  distillers. 
,    Mr.  Demming.  There  are  niae  of  them  altogether. 

Senator  La  Folletfe.  Let  us  get  them  right. 

Mr.  Metz.  There  may  have  been  nine  of  them.  The  National 
Company  itself  combined  some  other  plants  before  it  went  into  this 
combination — combined  the  Beckers  plant,  the  Cassella  Co.,  the 
Benzol  Froducts.  Four  big  ones  now  constitute  the  AUied  Chemical 
Co.,  and  it  is  a  perfectly  proper  combination,  because  it  is  on  the  same 
lines  as  the  German  combination. 

Senator  McCumber.  What  do  you  mean  by  saying  it  is  a  proper 
combination } 

Mr.  Metz.  They  control  it  from  the  raw  material  up. 

Senator  McCumbeb.  That  combination  is  able  to  control  the 
market  f 

Mr.  Metz.  Yes,  sir.  It  would  be,  eventually.  That  is  what  I  am 
afraid  of. 

Senator  McCumbeb.  Do  you  call  that  proper  ? 

ifr.  Metz.  I  would  call  it  so  from  tne  mdustry  point  of  view. 
The  industry,  to  be  compact,  must  have  aU  its  elements  controlled, 
the  same  as  the  Germans  did.     What  they  do  after  they  are  organizea 
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is  another  thing.  But  I  say  it  is  proper  to  have  a  plant  making 
these  things  on  a  large  scale  and  to  control  these  various  steps. 

Senator  McCuMBER.  What  you  mean  is  that  it  is  proper  in  order  to 
make  a  great  success  of  the  Allied  Co.  ? 

Mr.  Metz.  I  am  not  criticizing  it.  That  is  what  I  mean.  It  is  a 
proper  step  toward  a  great  industrial  concern. 

Senator  McCuMBER.  It  might  not  result  beneficially  to  the  public  ? 

Mr.  Metz.  That  is  another  proposition. 

Senator  La  Follette.  What  proportion  of  the  80  per  cent  that  is 
now  manufactured  in  this  country  of  the  dyes  that  are  used,  as  I 
understand  it,  is  produced  by  the  Allied  Chemical  Co.,  approximately  ? 

Mr.  Metz.  That  is  hard  to  say,  because  there  are  so  many  biilk 
colors.  Take  the  direct  black  and  the  sulphtu*  black  and  the  mdigo. 
Fifty  per  cent  of  all  is  used  in  this  country. 

Senator  Smoot.  That  is,  in  pounds  ? 

Mr.  Metz.  Yes,  sir;  I  am  speaking  of  poundage.  Either  one  of 
three  or  four  plants  here  could  supply  the  country  with  direct  black, 
and  on  sulphur  black  they  could  do  the  same  tmng.  We  are  over- 
supplied;  tnat  is  what  I  mean. 

Senator  La  Follette.  That  is  the  result  of 

Mr.  Metz.  Export  trade  which  they  had  heretofore,  because  of  the 
shortage  in  the  rest  of  the  world. 

Senator  La  Follette.  And  the  embargo  which  the  war  caused  ? 

Mr.  Metz.  And  manufacturing  here  for  the  rest  of  the  world,  which 
trade  we  can  not  retain  entirely,  in  the  nature  of  things. 

Senator  La  Follette.  Next  to  the  Allied  Chemical  Co.,  which  is 
the  largest  I 

Mr.  Metz.  I  should  say  the  Du  Pont  make  the  next  largest  num- 
ber of  things.  That  is  entirely  new,  since  the  war,  as  far  as  colors 
are  concerned.  The  other  plant  has  been  here  for  30  years  and  made 
a  very  good  Kne  of  colors  before  the  war. 

Senator  La  Follette.  Those  are  two  of  the  largest  producers,  and 
you  have  named  them  in  the  order  of  their  production  I 

Mr.  Metz.  Yes,  sir. 

Senator  La  Follette.  Name  two  or  three  more. 

Mr.  Metz.  Then  there  is  the  Grasselli  Chemical  Co.,  the  dyestuflF 
department. 

Senator  La  Follette.  That  would  come  next,  in  your  opinion  ? 

Mr.  Metz.  It  should  come  next,  because  they  are  very  well  equipped 
for  this  class  of  work  and  a  very  good  able  concern  to  establish  the  in- 
dustry, because  they  also  have  the  acids.  They  are  a  very  significant 
factor  in  the  industry. 

The  next  is  the  Newport  Co.  I  put  them  next  because  they  also 
control  crudes  by  having  coke  ovens  in  Milwaukee,  and  they  made 
a  lot  of  money  out  of  phenol  during  the  war.  They  had  ample 
money  to  put  into  it  from  the  coal-tar  business. 

The  next  would  be  between  my  own  plants,  the  Calco  Chemical  Co., 
and  Sherwin-Williams  and  then  the  smaller  ones,  down  to  the  plant 
that  the  Swiss  bought  here,  which  is  a  Cincinnati  plant. 

Senator  La  Follette.  Have  you  been  in  attendance  on  the  hear- 
ings before  this  committee  ? 

Mr.  Metz.  I  was  here  several  davs  this  week,  and  I  was  here  two 
years  ago.     I  have  heard  most  of  tne  testimony. 
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Senator  La  Follette.  Do  you  know  whether  these  large  chemical 
companies  have  appeared  here  ? 

Mr.  Metz.  They  did  not.  They  let  Mr.  Choate  appear  for  them, 
usually.    Counsel  appeared  for  the  Bayer  people.    Mr.  Howard  ap- 

£  eared  for  most  of  tne  heavy  chemical  makers  as  the  chairman  of  the 
[anuf acturing  Chemists'  Association,  of  which  I  am  also  a  member. 
I  am  a  member  of  all  of  these  organizations  and  have  been  for  years. 

I  suppose  that  the  best  estimate  I  can  give  you  on  the  size  of  the 
plant  would  be  the  basis  of  assessment  I  gave  j^ou  by  the  dyes  insti- 
tute, giving  all  the  assessments  and  the  proportion  in  which  they  are 
assessed  by  their  executive  committee.  That  is  based  on  their  out- 
put.    I  thmk  I  am  fourth  or  fifth  in  the  list. 

Senator  La  Follette.  Have  you  that  list  ? 

Mr.  Metz.  I  gave  it  to  you.     1  do  not  think  I  got  it  back. 

Senator  McCumber.  It  was  given  to  the  stenographer,  was  it  not  ? 

Mr.  Metz.  I  am  not  certain.     I  do  not  believe  1  got  it  back. 

Senator  McCumber.  It  Was  put  in  the  testimony,  I  am  pretty  cer- 
tain. 

Senator  La  Follette.  I  am  not  certain,  Mr.  Chairman. 

Mr.  Metz.  If  that  particular  list  was  not  put  in,  it  is  here,  giving 
the  proportions  of  the  assessment  and  the  total,  and  simply  showing 
approxmiately  the  size  of  each  of  the  concerns.  They  are  "not  all  on 
tne  list,  but  it  is  practically  a  fair  list. 

Senator  La  Follette.  I  think  I  have  found  it;  is  that  it  [handing  a 
paper  to  the  witness]  ? 

Mr.  Metz.  That  is  approximately  correct;  at  least,  in  the  judgment 
of  men  who  oiight  to  know  something  about  it. 

Senator  La  Follette.  Will  you  read  from  that  list  a  half  a  dozen 
of  the  highest  assessments  ? 

Mr.  Metz.  All  right,  sir.  First,  the  National  Aniline  &  Chemical 
Co.,  ^  per  cent.  Then  we  have  the  Du  Pont  Co,  assessed  20.5  per 
cent.     Then  the  Newport  Chemical  Co.,  8  per  cent 

Senator  Watson.  What  do  you  m^an  by  that  ? 

Mr.  Metz.  Out  of  a  hundred  or  a  thousand.  They  fig[ure  their 
points  here.  That  is  how  they  get  it.  It  is  a  sort  of  a  criterion  of 
the  size. 

The  Grasselli  Co.  is  6.1  per  cent.  Then  the  Butterworth-Judson 
Corporation,  0.02.  The  Ault  &  Wiborg — that  is  the  one  the  Swiss 
bought — ^is  5  per  cent.  •   , 

The  Atlantic  Dyestuff  Co.  is  only  0.02  per  cent.  I  am  down  for 
4  per  cent.  The  Consolidated  Chemical  Co.  is  one  of  my  plants. 
The  Dow  Chemical  Co.  is  3  per  cent 

Senator  Watson.  The  Tariff  Commission  has  made  out  a  complete 
list  showing  the  percentage  of  each  company,  has  it  not  ? 

Mr.  Metz.  This  is  an  assessment  by  the  Dyes  Institute.  This  is 
not  official.     It  is  by  their  own  little  coterie. 

Senator  Smoot.  They  do  not  all  belong  to  that  ? 

Mr.  Metz.  No,  sir.  Sherwin-Williams  is  3i  per  cent.  That  is 
about  the  basis  of  the  larger  ones. 

Senator  La  Follette.  You  might  put  the  entire  list  in  the  record. 

Mr.  Metz.  That  is  the  percentage. 

Senator  La  Follette.  Have  you  the  amounts  here  ? 

Mr.  Metz.  I  have  the  amounts  here  of  each  one. 

Senator  La  Follette.  Put  that  in  instead  of  the  percentages. 
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(The  statement  referred  to  is  as  follows :} 

Ambbican  Dyes  Institute. 
FirumtAaL  itatement  as  of  Jan,  1, 19tl. 

ASBBTB. 

Bank  balance  and  petty  cash $20, 170. 14 

Accounts  receivable  (as  per  attached  dieet) 27,298. 17 

47,468.31 

UABILmEB. 

Accounts  payable  (as  shown  below) 21, 864. 25 

25,604.06 

David  L.  Delman 35.61 

General  Fireproofing  Go 88. 00 

Knickerbocker  Ice  t)o 3. 24 

John  G.  Mohair  (printer) 55.75 

The  London  Times...* 11.20 

Western  Union  Telegraph  Go : 1.15 

Grystal  Spring  Water  Go 2.00 

Evarts,  Cnoate,  Sherman*  Leon.. 21,505.01 

Geo.  F.  Of 2.00 

William  E.  Rudge  (printer) 22,82 

The  Clinton  Press 137.47 

Total 21,864.25 

New  YoftK,  February  S4, 1921, 
Examine'd  and  found  correct. 

Barbow,  Wade,  Guthbib  &  Co., 

INCOME  AND  EXFENDITUBB  A0OOUNT8,  JAN.  1  TO  DEC.  31,  1920. 

Amount  brought  forward  from  1919: 
Bank  balance — 

New  York $3,548.81 

Washington 1,11L59 

Petty  cash  balances:  § 

320  Broadway $2L33 

130  West  Forty-second  Street 22.56 

Washington 54. 74 

98.63 

$4,759.03 

Income  received: 

Annual  dues 8,500.00 

Assessments  for  1920 54, 085.  93 

Assessments  for  1919 4, 375. 00 

Assessments  for  trans.  Fr.  report 85. 00 

Bank  interest 223.26 

Assessments  for  expenses,  Yama  Farms  meeting 995. 07 

Special  assessments,  1920  (attached  schedule) 53, 935. 00 

Sundry  income: 

Check  returned  from  Library  Bureau $72. 60 

From  furniture  sold 26.40 

Closing  Washington  bank  account 276. 45 

Closing  Washington  petty  cash  account 75. 93 

From  ventilators  sold 12. 00 

Depopitfed  in  Washington  (Mr.  Corwine) 74.  76 

Benmd  on  Yama  Farms  meeting  expenses 8. 12 

From  Mr.   Corwine,  to  offset  charges  paid  by 
institute 3.03 

548.99 

122,748.25 

Total 127,507.28 

Less  refund  to  members  of  amounts  overpaid 2, 404. 53 

Net  total 125,102.75 
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BXPBNDITURBS. 

Salaries: 

Clerical $4,125.78 

H.  E.  Danner. 3,500.00 

W.  R.  Corwine 7,500.00 

Counsel,  A.J.  Eddy 51,000.00 

MeetiDg  expenses  (monthly  meetings  and  luncheons) 2, 443. 43 

Printing,  stationery,  office  supplies,  and  sundry  office  ex- 
penses   1, 765. 82 

Stamps 615.68 

Legislative  expenses 70, 464. 33 

Dinner,  National  Association  of  Cotton  Manufacturers 40^00 

Rent 3, 251. 65 

Telegrams  and  telephone 460. 10 

Furniture  and  fixtures 883. 56 

Installation  expenses  (partition  in  office,  130  West  Fortynaec- 

ond  Street) 434.00 

Christmas  gifts 65.00 

Moving  expenses 162. 29 

Contribution  to  building  fund.  Chamber  of  Commerce 200. 00 

Auditor,  Barrow,  Wade,  Guthrie  &  Co 200.00 

Premium  on  bond  for  Mr.  Danner 50.00 

Publications  and  subscriptions  to  trade  journals. 846. 59 

Typewriter  repairs 4. 20 

Pifees  translations  and  clippings 907.55 

Dues  and  membership  fees  in  other  associations 110. 83 

Traveling  expenses 87. 21 

Expenses  at  cotton  convention 88. 88 

Chemical  exposition 1, 261. 50 

Cables 177.72 

Expense,  Mr.  Eddy's  death  (flowers  and  engrossed  resolution) .  76. 21 

Ice 37.68 

Towel  Service 26.40 

Water 20.70 

Bank  exchange 1.54 

Sundry  expenses,  uptown  office 123.96 

1104, 932.  61 


Net  income 20,170.14 


Bank  balance 19,261.50 

Petty  cash: 

320  Broadway : 41.56 

130  West  Fortynsecond  Street 169.42 

Mr.  Corwine's  Washington  account 697. 66 

Total 20,170.14 
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Accounts  receivable  as  of  Jan,  7,  19il, 


Member. 


American  Aniline  Products  (Inc.).  < 

Atlantic  Dyestuil  Co 

Atlas  Color  Works 

Butterworth-Judson  Corporation. . . 

John  Campbell  &  Co 

Certified  Chemical  tlorporation 

Commonwealth  Chemical  Corpora- 
tion  


Assess- 
ment, 
1919.^ 


Dicks,  David  Co.  (Inc.) 
Dow  (Chemical  Co 


Dues, 
1920.« 


Dye  Products  and  Chemical  Co. 

Essex  Aniline  Works  (Inc.) 

Gaskill  Chemical  Corporation. . . 
Holland  Aniline  Co 


S25a00 


HoUiday-Kemp  Co. 
Hydrocarbon  Products  Co. 


Monsanto  Chemical  Works 

Naueatuck  Chemical  Co 

Peerless  Color  Co 1 

Sherwin-Williams  Co 

Transatlantic  Chemical  Co ||250. 00  i  250. 00         75. 00  i       37. 50 

United  States  Color  <k  Chemical  Co 1 300.00  1      150.00 


25a  00 


Assess- 
ment, 
first  6 
months.* 


Assess- 
ment, 
third 
quarter, 
1920.« 


$750.00      1375.00 


750.00  ,      375.00 


37.50 


75a00|      375.00 


75.00 


37.50 


Assess- 
ment, ^ 
fourth 
quarter, 
1920.» 


$375.00 

375.00 

37.50 

375.00 

225.00 


225.00 


375.00 
75.00 


37.50 


37.50 
150.00 


Total I  250.00 

Chemical  Foundation  (Inc.) 


750.00     2,700.00  |  1,387.50 


2,287.60 


I 


Special 
assess- 
ment, 
1920. 


11,050.00 

i,4oaoo 

140.00 
1,75a  00 
1,750.00 

140.00 

2iaoo 
1,05a  00 
2,ioaoo 

2iaoo 

525.00 

14a  00 

28a  00 
35a  00 

14a  00 

1,75a  00 
700.00 
35a  00 

2,8oaa) 
7a  00 

280.00 


TotaL 


I 


$1,425.00 

2,9oaoo 

177.50 
3,2aa00 
1,975.00 

177.50 

2iaoo 

1,275.00 

2,ioa<oo 
2iaoo 

2,27&00 
215.00 
28a  00 
35a  00 
54a  00 

1,75a  00 

Toaoo 

35a  00 

2,8oaoo 

72a  00 
88a  00 


17,185.00 


24, 56a  00 
2,738.17 

27,298.17 


» Billed  Dec.  9, 1919. 
>  Billed  Jan.  5, 1920. 


*  Billed  Apr.  20, 1920. 
«  Billed  July  20, 1920. 


» BiUed  Oct.  14, 1920. 


Income  from  Jan.  1  to  Dec.  32 ^  1920. 


Member. 


Asses.s- 

ment  for 

1919.1 


Dues, 
1920. 


Althouse  Chemical  Co. 

American  Aniline  Products(Inc. )  I 

Atlantic  Dyestuff  Co i    $750.00 

Ault  &  Wiborg  Co. 


Atlas  Color  Works  (Inc.) 

The  Barrett  Co 

Butterworth-Judson  Corpora- 
tion   

John  Campbell  &  Co 

Calco  Chemical  Co 

Certified  Chemical  Corporation. . 

Chemical  Co.  of  America 

Commonwealth  Chemical  Cor- 
poration  

Consolidated  Colors  &  Chemicals 

Dicks.  David  Co.  (Inc.) 

Dow  Chemical  Co 

£.  I.  du  Pont  de  Nemours  &  Co. 

Dye  Products  &  Chemical  Co. . . 

Essex  Aniline  Works  (Inc.) 

Grasselli  Chemical  (;o 

Heller  &  Men  Co 

Holland  Aniline  Co 

Holliday-Kemp  Co 

Merrimack  Chemical  Co 

Gaskill  Chemical  Corporation. . . 

Metals  DisIntegratingCo 

Monsanto  Chemi(»l  Works 

Geo.  H.  Morrill  &  Co 

National  Aniline  &  Chemical  Co. 

Naugatuck  Chemical  Co 

Newport  Chemical  Works  (Inc.) 

Organic  Salt  &  Acid  Co 

Peerless  Color  Co 


250.00 
1,250.00 

1,375.00 


250.00 
250.00 


25a  00 


$250.00 
250.00 
250.00 
250.00 
250.00 
250.00 

250.00 
250.00 
250.00 
250.00 
250.00 

250.00 
250.00 
250.00 
250.00 
250.00 
250.00 


Assess- 
ment for 
1920. 


$300.00 
1,125.00 


1,500.00 

112.50 

1,875.00 


Assess- 
ment for 
transfers 

from 
report.* 


Yama 

farms 

expenses.* 


250.00 
250.00 
250.00 
250.00 
250.00 
25a  00 
250.00 
250.00 
250.00 
250.00 
250.00 
250.00 
250.00 
250.00 


675.00 
2,250.00 
112.50  I 
450.00 

150.00 
3,000.00 

675.00 

2,250.00 

11,531.25 

300.00 


4,575.00 

1,687.50 
300.00 
600.00 
750.00 
225.00 
112.50 
900.00 
150.00 

9,750.00 
300.00 

6,000.00 


300.00 


Special 
assess- 
ment for 
1920. 


$2ia00 


$lia86 


lia66 


2,100.00 


109.36 


4,200.00 


525.00 


$28.34 
'  '28.*iV 


54.68 
219.80 


5t.68 


28.33 


226.27 
"54."68' 


2,800.00 

ii,'96a66' 


4,900.00 
2,800  00 


700.00 


17,50a00 

*6,"66a66* 


Total. 


$76aoo 

1,375.00 
1,  lia  86 
1,750.00 
612.50 
5,585.06 

1,625.00 
925.00 

6,7oaoo 

363L50 

1,584.36 

65a  00 
6,050.00 

925.00 

2,50a0O 

23,709l5O 

55a  00 

54.68 

9.973.13 

4,737.5C 

55a  00 

85a  00 
1,7M.6« 

475lOO 

612.50 

i,isaoo 
4oaoo 

27,75100 
55a  00 

11,90L68 
2SaQ0 
5aa00 


1  Billed  Dec.  9, 1919. 


*  Billed  June  23, 1920. 


sBU1edOct.ll,  192a 
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Income  from  Jan,  1  to  Bee.  SI,  19X0 — Continued. 


Member. 

Assess- 
ment for 
1919. 

Dues, 
1920. 

Assess- 
ment for 
1920. 

Assess- 
ment for 
transfers 
£rom 

report. 

Yama 

farms 

exi>enses. 

Special 
assess- 
ment for 

1920. 

• 

Total. 

5)hArwiTi-W{iiftini<T  Co 

t25aoo 

25a  00 
25a  00 

11,679.68 
45a  00 

$1,929.68 

i,4oaoo 

Tower  Manufactoring  Co 

S7oaoo 

United  States  Color  &Cbemioal 
Co 

250.00 

Newport  Co 

154.68 

54.68 

1 

Total 

H37&00 

8,50a00  54,085.93 

185.00 

995.07 

53,935.00 

121.976.00 

Bank  interest 

223.26 

Sundry  income 

• 

54&99 

Amount  brotight  forward  from 
1919 

1 

4,759.08 

Grand  total 

1 

127,507.28 

1 

Mr.  Metz.  The  disbursements  of  the  Dyes  Institute  which  Senator 
Smoot  read  into  the  record  showing  that  75  per  cent  went  to  counsel 
fees  I  have  brought  with  me  because  it  was  asked  for.  I  suppose 
that  the  institute  itself  could  give  it  to  you  iust  as  well.  It  gives 
detailed  expenses,  office  expenses,  salaries,  and  everything  else. 

(The  statement  of  disbursements  referred  to  is  as  follows:) 


Details  of  legislative  expenses  for  period  of  Jan.  1  to  Dec.  SI,  1920. 


Tips,  meals,  hotel,  etc 

Stenographic  work , 

Postage 

Telephone  and  telegrams 

Sundries 

Public  Printer 

Congressional  Record  and  publications 

Hotel  bills 

Supplies,  postals,  and  envelopes 

Printing,  photography,  etc 

C<dgo-Brown  Co.,  various  expenditures  incident  to 

distribution  of  A.  D.  Lpamphlet 

Press  Clipping  Service  (H.  RomeUce) 

B.  Brown,  expenditures  incident  to  circiilarir.ing 

done  by  legislative  committee 

Article  prepared  and  published  by  Mr.  Adams  in 

General  Federation  Magazine 

Rapid  Addressing  Machine  Co..  supplying,  printing, 

addressing,  and  mailing  postals  and  envelopes  in 

connection  dyestuff  hearings 

Traveling  expenses 


January.  February. 


S159. 73 

185.54 

8.22 

11.69 

3.00 

426.41 

17.50 

991.37 

240.00 

176.55 

33.75 
125.00 

497.12 

301.29 


Ilia  36 

63.12 

28.11 

4.80 

7.16 


March. 


S13ai9 

5.06 

17.47 

2.07 

1.10 


13.60 


176.55 


1,011.42     1,180.50 


839.18 
125.00 


459.82 
38.94 


56.38 


April. 


June. 


9414.77 

232.34 

27.11 

38.28 

19.80 


$13.77 


100.00 


99.49 
2,962.54 


87.59 


Tips,  meals,  hotel,  taxi,  etc. 

Stenographic  work 

Postage 


stage 
ephc 


Telephone  and  telegrams \.:.. 

Congressional  Record  and  publications 

Hotel  biUs 

Supplies,  postals,  and  envelopes 

Evarts,  Choate,  Sherman  &  Leon 

Covington  dc  Burling 

Checks  closing  Washington  account 

Evarts,  Choate,  Sherman  &  Leon,  fee  to  Jos.  H.  Choate,  jr.,  up 

to  Oct.  10, 1920 

Judge  J.  Harry  Covington 

Evarts,  Choate.  Sherman  &  Leon,  Jos.  H.  Choate,  Jr.,  traveling 

expenses  to  raris 

Payment  on  account  Paris  trip  Jos.  H .  Choate,  Jr 


July. 


October. 


Novem- 
ber. 


121.00 


1,020.96 
915.76 
352.38 


t25,000.00 


|25/)00.00 


Decem- 
ber. 


153.61 

18.75 

L50 

6.01 

8.00 

603.45 
4.60 


1,505.01 
3,494.99 
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Totals  of  legislative  expenses  by  months. 

January $3, 177. 37 

February 2, 637. 33 

March 2,541.50 

April 113.77 

June 8 3, 881. 92 

July 2,310.10 

October 25,000.00 

November 25, 000. 00 

December 5,802.34 

Total 70,464.33 

'  Totals  oj  items  on  account  oj  legislative  expenses. 

Tips,  meals,  hotel,  tari,  etc $876.66 

Stenographic  work 504. 81 

Postace 82.41 

Telephone  and  telegrams 63. 05 

Sunories 31.06 

Public  Printer 426.41 

Congressional  Record  and  publications 328.  91 

Hotel  bills 7,670.28 

Supplies,  postals,  and  envelopes 244. 60 

Printing,  photography^  etc 176. 55 

Golgo  Brown  Co.,  various  expenses  incident  to  distribution  of  A.  D.  1. 

pamphlet 872.93 

Press  Clipping  Service  (H.  Romeike) 250. 00 

B.  Brown,  expenses  incident  to  circularizing  done  by  legislative  com- 
mittee   497.  12 

Article  prepared  and  published  by  Mr.  Adams  in  General  Federation 

Magazine 30L  29 

Rapid  Addressing  Machine  Co.,  supplying,  printing,  addressing,  and 

mailing  postals  and  envelopes  in  connection  oyestuff  hearings 559. 82 

Traveling  expenses 289. 33 

Evarts,  Choate,  Sherman  &  Leon 1, 020.  96 

Covington  &  Burling 915.  76 

Checks  closing  Washington  account 352.38 

Evarts,  Choate,  Sherman  &  Leon,  fee  to  Jos.  H.  Choate,  jr.,  up  to  Oct.  10, 

1920 25,000.00 

Judge  J .  Harry  Covington 25, 000. 00 

Evarts,  Choate,  Sherman  &  Leon,  Jos.  H.  Choate,  jr.,  traveling  expenses 

to  Paris 1,505  01 

Payment  on  accoimt  Paris  trip,  Jos.  H.  Choate,  jr 3, 494.  99 

Total 70,464.33 

Mr.  Mktz.  While  we  are  speaking  of  the  Dyes  Institute,  let  me 
say  that  the  institute  was  formed  originally  as  an  open-price  proposi- 
tion.   In  other  words,  it  was  a  system  of  comparii^  pnces. 

Senator  IjA  Follette.  That  was  the  purpose  ? 

Mr.  Metz.  That  was  the  purpose;  and,  as  I  understand  it,  Mr. 
Bennett,  who  was  here  this  morning,  was  at  that  time  the  secretary 
and  he  had  charge  of  it;  at  least,  it  was  to  compare  prices,  and  they 
did  that  right  aK>ng. 

Senator  La.  Follette.  Was  that  with  a  view  of  making  their  prices 
imiform? 

'Mi.  Metz.  I  think  that  would  be  the  natural  inference.  The  open- 
price  question  has  been  before  various  bodies. 

Senator  La  Follette.  Is  that  a  scheme  to  evade  prosecution 
under  the  Sherman  antitrust  law  ? 

Mr.  Metz.  I  said  it  was,  and  I  would  not  go  into  it.  I  have  here 
the  records  of  those  who  did,  and  the  articles  they  reported  and  the 
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sales  they  reported  from  time  to  time  and  the  prices.    That  was  the 
original  object  of  the  Dyes  Institute. 

Senator  La.  FbLLETTB.  What  was  the  date  of  its  original  organiza- 
tion, if  you  know  ? 

Mr.  Metz.  I  do  not  know  exactly.  These  dates  are  reports  in 
March  to  December,  1919.  I  just  picked  them  up.  Mr.  Eady,  the 
lawyer  who  had  this  in  charge,  died.  He  was  the  great  open-price 
man.  When  he  died  the  thing  was  abolished.  Very  few  finns  came 
in.  Those  that  did  came  in  to  find  out  what  the  other  fellows  were 
doing;  that  is  all.  I  made  the  statement  one  day  in  a  meeting  that 
unless  their  reports  were  false  I  sold  four  times  as  much  as  all  of  those 
that  did  report.  They  questioned  my  statement,  but  I  proved  it 
by  my  books. 

Senator  La  Follbtte.  Have  you  a  list  of  those  who  were  members 
at  the  time  you  were  requested  to  come  in  ? 

Mr.  Mbtz.  I  have  a  list  of  those  who  reported  their  contracts.  I 
have  not  all  the  records.  It  simply  shows  the  purpose  and  the 
prices  reported  and  the  sales  reported  and  the  quotations.  What 
the  purpose  was  I  do  not  know.  They  were  supposed  to  be  confi- 
dential with  the  secretarv;  but  if  I  were  chairman  of  the  executive 
committee  I  would  have  found  out  what  the  secretary  had  or  I  would 
know  why.  If  the  chairman  did  not  know,  he  is  not  the  kuid  of  a 
chairman  I  think  he  is. 

Senator  La  Follette.  Will  you  state  the  commodities  which  you 
produce  as  a  manufacturer? 

Mr.  Metz.  I  produce,  in  the  dyestuff  line,  125  colors  and  quite  a 
large  number  of  intermediates,  some  of  which  I  sell  to  the  trade  and 
others  I  use  myself  in  manufacturing.  I  have  two  plants,  both  of 
which  were  in  existence  before  the  war  on  a  small  scale. 

Senator  I^a  Folli^tte.  If  this  committee  were  to  adopt  a  protec- 
tive tariff  for  the  industry  in  which  you  are  engaged,  have  you  any 
suggestions  to  make  as  to  the  rates  of  duty  that  should  be  imposed 
upon  these  various  manufactures  of  yours? 

Mr.  Metz.  I  have  worked  out  several  schedules  through  Dr. 
PiclffeU,  who  was  formerly  chief  chemist  in  the  Customs  Service,  New 
York.  He  has  been  with  me  for  some  time.  I  put  them  in  the 
record  this  morning,  showing  ad  valorem  and  specific  rates  that  I 
think  would  amply  cover  it. 

Senator  La  Follette.  Did  you  include  them  in  your  testimony 
this  morning? 

Mr.  Metz.  I  included  them  in  the  testimony.  Mr,  Choate  re- 
ferred to  this  as  propaganda;  that  it  was  my  propaganda.  I  have  not 
sent  copies  to  the  Senators,  but  I  would  be  very  glad  to  send  it  to 
each  one  and  have  them  go  into  the  record. 

Senator  La  Follette.  Well,  I  mean  did  you  put  them  in  with 
your  testimony  this  morning  ? 

Mr.  Metz.  Yes,  this  morning. 

Senator  Smoot.  Do  I  imderstand  you  to  mean  that  that  was  a 
complete  report  as  to  what  you  think  ought*  to  be  done,  as  to  all 
dyes  ? 

Mr.  Metz.  It  was  a  complete  analysis  of  prewar  duties,  of  the 
duties  when  we  had  the  industry  here,  and  of  what  the  prices  would 
represent,  etc.  It  shows  what  percentage  of  protection  there  would 
be  under  those  figures. 

Senator  Smoot.  Does  it  cover  the  whole  schedule  ? 
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Mr.  Metz.  It  covers  the  entire  schedule.  Dr.  Pickrell  was  one  of 
the  tariff  administrative  officers,  and  he  knows  all  about  that. 

Senator  Simmons.  You  do  not  mean  an  entire  schedule  of  the  things 
you  produce  ? 

Mr.  Metz.  Oh,  no;  it  is  not  a  personal  thing  at  all.  I  told  him 
to  make  up  schedules  in  accordance  with  his  experience.  I  wanted 
him  to  do  that.  He  came  down  here  at  the  request  of  the  Tariff 
Commission  to  assist  them.  They  were  in  my  office  with  him  con- 
sulting on  the  administrative  features. 

Senator  Simmons.  Are  there  any  special  dyes  made  in  Germany 
that  we  can  not  produce  in  this  country  ? 

Mr.  Metz.  We  can  produce  anything  on  earth.  The  question  is, 
does  it  pay  to  do  it.     If  we  had  to  build  plants 

Senator  Simmons.  Why  doesn't  it  pay? 

Mr.  Metz.  Because  there  are  not  enough  of  some  goods  used. 
They  are  used  for  what  are  known  as  seasonable  goods,  such  as  silk 
shirts  with  stripes,  for  instance. 

Senator  Simmons.  My  point  is  if  Germany  can  make  it  pay  why 
can't  we  make  it  pay? 

Mr.  Metz.  Because  Germany  made  them  for  the  whole  world. 

Senator  Simmons.  We  have  coal  and  the  raw  products.  Why 
can't  we  make  them? 

Mr.  Metz*.  We  can  make  them.  We  have  made  them  in  the  labora- 
tories. But  the  point  is  that  there  is  not  enough  sale  for  them. 
We  do  not  care  to  bother  with  them.  There  are  only  small  quanti- 
ties used.  They  are  essential  for  certain  things,  for  certain  purposes, 
and  therefore  we  ought  to  get  them;  but  they  are  made  in  such 
small  quantities  that  it  is  a  question  whether  it  would  pav. 

Mr.  Thompson,  for  instance,  does  printing  for  outsiders.  He  is 
not  a  manufacturer.  He  does  job  work  for  the  mills.  The  mills 
want  some  particular  color.  However,  it  does  not  pay  us  to  make 
those  things.  They  are  merely  odds  and  ends.  It  is  something  that 
will  run  for  one  season  and  them  it  dies  out. 

Germany  supplied  them  before  the  war.  They  do  not  amount  to 
enough,  and  they  are  sold  in  minor  quantities. 

Senator  La  Follette.  Mr.  Metz,  would  you  be  willing  to  answer 
fuUy  questions  with  respect  to  your  capital  investment,  your  divi- 
dends, what  you  carried  to  surplus,  profits  that  you  have  made,  and 
all  things  pertaining  to  your  business  that  could  have  a  direct  bear- 
ine  upon  the  question  of  cost  of  production  in  this  country  ? 

Mr.  Metz.  Yes,  sir;  I  am  willing  to  give  any  information  connected 
with  my  business  in  any  shape  or  form. 

Senator  La  Follette.  I  want  to  submit  to  each  one  of  these 
witnesses  a  series  of  questions  that  I  have  prepared  covering  those 
subjects.  I  think  that  it  would  be  only  just  and  fair,  Mr.  Chairman, 
that  it  should  be  taken  up  in  the  committee  so  that  we  may  have  a 
determination  by  the  committee  as  to  whether  the  witnesses  are  to 
be  required  to  answer  those  questions.  I  am  unwilling  to  propound 
them  to  one  witness  who  is  willing  to  lay  all  of  the  facts  pertaining 
to  his  business  before  the  committee,  before  the  country,  and  before 
his  competitors,  if  others  engaged  in  the  same  line  of  business  are 
not  likewise  to  be  required  to  answer  them.  I  think  that  is  a  matter 
that  the  committee  should  take  up  and  settle  before  the  questions 
are  propounded. 
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Senator  McLean.  Do  you  mean  propounded  to  such  witnesses  as 
appear  here  ? 

Senator  La  Follette.  Yes;  if  they  appear  here  as  witnesses  or  if 
they  file  briefs. 

Senator  McLean.  Yes. 

Senator  La  Follette.  I  believe  that  this  committee  should  work 
out  a  set  of  interrogatories  that  would  give  the  committee  the  infor- 
mation that  any  committee  making  a  just  and  fair  and  scientific 
tariff  bill  ought  to  have  in  order  to  make  it,  and  that  the  testimony 
of  no  witness  ought  to  be  accepted  unless  he  is  willing  to  submit  to 
those  questions. 

Senator  Simmons.  Not  alone  as  to  dyes  tuffs,  but  as  to  all  ? 

Senator  La  Follette.  As  to  all. 

Senator  Simmons.  I  want  to  say  that  when  we  framed  the  present 
law  we  did  exactly  that  thing. 

Senator  La  Follette.  Yes. 

Senator  Smoot.  You  did  ? 

Senator  Simmons.  Without  question. 

Senator  Smoot.  But  they  were  not  such  questions  as  the  Senator 
is  now  speaking  of. 

Senator  Simmons.  Oh,  I  did  not  say  that. 

Senator  La  Follette.  I  do  not  care  to  have  my  remarks  put  into 
the  record  at  this  point.  This  is  simply  a  matter  to  be  decided  upon 
by  the  committee. 

(Informal  discussion  occurred  which  the  reporter  was  directed  not 
to  record.) 

Senator  La  Follette.  I  do  not  believe  the  testimony  of  any  wit- 
ness who  is  not  willing  to  submit  the  facts  of  his  case — the  justice  and 
equity  of  it — to  this  committee,  which  is  engaged  in  preparing  a 
tariff"  bill,  ought  to  have  his  testimony  considered.  I  think  that 
neither  the  briefs  nor  the  testimony  of  witnesses  should  be  received 
unless  they  are  willing  to  submit  tne  facts  with  regard  to  their  busi- 
ness to  the  committee. 

Senator  McCumber.  I  suppose  that  is  a  matter  to  be  taken  up 
later  and  decided  by  the  committee  in  executive  session. 

Senator  La  Follette.  Yes.  I  want  to  ask  the  committee  to  take 
it  up  to-day. 

Senator  McCumber.  I  think  that  since  it  is  such  a  momentous 
question,  each  one  of  the  members  of  the  committee  ought  to  know 
tnat  that  question  is  to  come  up  and  is  to  be  decided  when  it  does 
come  up,  so  that  we  can  hardly  do  that  to-day.  The  witness  may, 
if  he  wishes,  defer  his  statement' until  the  committee  arrives  at  a 
decision  in  tne  matter. 

Senator  McLean.  You  stated  awhile  ago  that  the  Du  Pont  and 
the  National  Co. 

Mr.  Metz  (interposing).  Yes,  sir. 

Senator  McLean  (continuing).  Formed  a  combination  and  that 
together  they  maintained  what  is  called  a  self-contained  trust. 

Mr.  Metz.  Oh,  I  did  not  say  that  they  formed  a  trust. 

Senator  McLean.  Well,  a  combination. 

Mr.  Metz.  No,  no;  they  have  not.  I  did  not  say  so.  I  said  that 
the  Dyes  Institute  was  formed  as  a  sort  of  organized  price-fixing 
proposition. 
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Senator  MoLean.  I  suppose  the  fact  that  they  have  what  is  called 
a  self-contained  industry  helps  them  suppress  (lomestic  competition, 
so  that  they  can  really  nx  prices. 

Mr.  Metz.  Yes,  thev  certainlj  can. 

Senator  McLean.  And  that  is  the  reason  you  hrought  that  matter 
to  the  attention  of  the  committee,  is  it  not  ? 

Mr.  Metz.  It  was  because  of  the  possibility  of  that  being  done. 

Senator  McLean.  The  purpose  being  to  stiJBe  competition? 

Mr.  Metz.  Well,  it  could  be  done. 

Senator  McLean.  An  embargo  would  not  do  that,  would  it  ? 

Mr.  Metz.  An  embargo  would  give  them  more  of  a  chance. 

Senator  McLean.  An  embargo  stifle  domestic  competition. 

Mr.  Metz.  Yes,  sir.  That  would  not  let  anything  come  in  here  at 
aU.  . 

Senator  McLean.  On  the  other  hand,  it  would  stimulate  it,  would 
it  not  ? 

Mr.  Metz.  It  might,  unless  they  held  back  with  the  intermediates, 
which  is  what  they  can  do  to-dav.  They  can,  if  they  want  to,  make 
the  selective  attacks  that  Mr.  Choate  talked  about.  They  can  say 
to  you  that  if  you  do  not  buy  indigo  they  will  not  sell  you  anything. 
They  will  not  say  it  in  so  many  words;  but  they  will  have  no  stock 
of  anything  else  if  you  do  not  buy  indigo,  for  instance.  It  is  being 
done  to-day. 

When  tne  War  Trade  Board  worked  in  cooperation  with  the 
Dyes  Institute  they  would  send  the  inquiries  to  tne  Dyes  Institute, 
and  within  two  days  a  salesman  would  call  to  sell  dyestuflFs  to  these 
inquirers.  Later  on  they  sent  out  a  request  to  consumers  telling 
them  to  "Go  to  the  institute  before  you  come  to  us."  I  explained 
tp  the  board  the  effect  of  this  and  to-day  the  War  Trade  Board 
sends  directly  to  the  consumer  and  gives  the  name  of  the  domestic 
manufacturer.    This  removes  the  inside  track  some  makers  had. 

Senator  McLean.  This  is  the  first  time  that  I  can  recollect  that 
I  ever  heard  the  proposition  advanced  that  an  embargo  would  stifle 
domestic  competition. 

Mr.  Metz.  1  think  it  is  a  big  proposition  and  that  under  certain 
conditions 

Senator  McLean  (interposing).  You  just  stated  the  experience 
which  you  have  had  in  which  you,  as  I  understood  it,  were  prosecuted 
by  somebody  representing  the  Government  for  maintaining  a  com- 
bination in  restraint  of  trade.  You  said  that  you  walked  up  and 
laid  your  cards  on  the  table  and  settled  it. 

Mr.  Metz.  I  said  that  in  1913  there  were  suits  brought  because  of 
the  German  cartel.    I  considered  them  blackmail  suits. 

Senator  McLean.  The  instance  that  I  refer  to  was  something  in 
which  you  personally  were  interested,  and  you  stated  that  you  laid 
your  cards  upon  the  table. 

Mr.  Metz.  Yes;  because  I  was  buying  goods  from  one  of  these 
concerns. 

Senator  McLean.  The  action  was  brought  under  the  antitrust 
law,  was  it  not  ? 

Mr.  Metz.  Yes;  on  the  theory  that  the  American  agents  were  a 
part  of  the  foreign  trust. 

Senator  McLean.  And  neither  the  Clayton  Act  nor  the  Sherman 
Antitrust  Act  was  invoked  or  was  effective  in  that  instance  ? 
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Mr.  Metz.  They  do  not  need  to  make  a  combination.  They  can 
have  a  sort  of  gentleman's  agreement. 

Senator  McLean.  If  all  they  need  is  a  gentleman's  agreement, 
they  can  make  such  an  agreement  with  the  exporter  to  mvide  the 
market,  and  then  where  are  you  ? 

Senator  La  Follette.  That  is  just  what  was  done  before. 

Mr.  Metz.  Yes;  they  did  that  once  before. 
•    Senator  McLean.  It  seems  to  me  the  only  thing  for  us  to  do  is  to 
use  the  Sherman  Act  to  stimulate  domestic  competition. 

Senator  Simmons.  This  is  about  the  situation. 

Mr.  Metz.  By  that  time  the  little  fellow  is  dead. 

Senator  Simmons.  If  you  do  not  impose  an  embargo  or  a  sufficiently 
high  tariff  to  prohibit  importations  into  this  country  and  then  attempt 
to  form  a  trust  that  would  be  effective,  you  would  have  to  take  in  tne 
foreigner. 

Mr.  Metz.  Yes;  eventually. 

Senator  Simmons.  But  if  you  put  an  embargo  on  or  a  protective 
tariff  on,  then  the  domestic  consunier  must  take  the  things  that  the 
trust  makes  itself. 

Mr.  Metz.  Yes;  but  the  point  is  that  you  can  put  a  sufficient 
tariff  on.  If  we  put  a  sufficiently  high  tanff  on  to  protect,  the  mill 
man  can  still  get  his  stuff,  because  if  they  form  a  trust  he  can  still 
bring  in  his  stuff.  These  people  are  not  philanthropists.  What  did 
they  do  whea  they  wanted  to^ finance  themselves?  Look  at  the 
statements  thev  made  for  the  last  few  years.  I  made  something 
myself.  I  profited  by  it  a  great  deal,  and  I  do  not  claim  to  be  a 
pmlanthropist,  but  do  not.need  an  embargo  personally. 

Senator  McLean.  Under  a  low  tariff  a  big  combmation  in  this 
countrv  has  the  advantage,  does  it  not  ? 

Mr.  Metz.  Under  any  Siiid  of  a  tariff  it  has  the  advantage,  because 
it  has  the  material. 

Senator  McLean.  If  I  were  counsel  for  the  Du  Pont  Co.,  I  should 
advise  them  to  ask  for  a  low  tariff. 

Mr.  Metz.  But  bear  in  mind,  Senator,  the  conditions  are  abnormal. 
Normally  I  would  sav  that  is  true,  but  we  have  now  before  us  the 
problem  of  meeting  tne  depreciated  currency.  There  is  no  question 
about  that.    That  nas  to  be  met. 

Senator  McLean.  That  is  but  one  feature  that  we  are  talking  about. 

Mr.  Mjstz.  But  that  is  a  very  important  feature,  li  you  make  the 
tariff  meet  that,  you  have  all  the  protection  you  need. 

Senator  Watson.  If  you  have  to  have  a  monopoly,  hadn't  you 
better  have  an  American  monopoly  than  a  German  monopoly  ? 

Mr.  Metz.  But  why  have  a  monopoly  at  all  ? 

Senator  Watson.  I  know  that,  out  if  we  are  going  to  have  a 
monopoly  at  all,  I  would  rather  have  an  American  monopoly  than  a 
German  monopoly. 

Mr.  Metz.  We  have  never  had  a  monopoly,  except   so  far   as 

Patented  colors  are  concerned.    Why  have  any  kind  of  a  monopoly  ? 
ou  do  not  have  to  have  one. 

There  was  another  feature  I  did  not  touch  on.  I  spoke  of  my  two 
plants^  making  colors.  I  have  a  third  plant  making  salv^an  and 
medicinals.  I  would  like  to  give  you  now,  without  entering  upon 
the  profit  question^  which  I  understand  you  do  not  want  now,  the 
cost  of  production  m  my  plant. 
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In  order  to  show  you  what  a  small  item  the  labor  cost  is  as  compared 
with  the  rest,  on  sulphur  colors  my  average  cost  runs  from  3.5  to  5 
cents  a* pound. 

Senator  La  Follettb.  That  is  labor  you  are  now  speaking  of  ? 

Mr.  Metz.  The  labor  cost  only. 

Senator  La  Follette.  What  per  cent  is  that  of  the  total  ? 

Mr.  Metz.  That  depends  somewhat  on  the  color.  On  sulphur 
black,  for  instance,  selling  at  20  cents,  3  cents  would  be  a  high  per- 
centage.    On  a  color  selling  for  a  dollar,  5  cents  would  not  be  high. 

Senator  La  Follette.  By  that  you  mean  3  cents  out  of  20  would 
be  for  labor  ? 

Mr.  Metz.  Yes. 

Senator  La  Follette.  That  would  be  about  7  per  cent. 

Mr.  Metz.  Eight  per  cent,  we  will  say,  for  20-cent  goods. 

Senator  Watson.  What  would  it  be  in  Germany  for  the  same  kind 
of  product? 

Mr.  Metz.  The  proportion  will  be  about  the  same  except  as  to  values 
as  they  stand  to-day.  The  Germans  are  paying  50  or  60  marks  per 
day  for  labor  to-day,  whereas  I  am  paying  from  $32  to  $35  a  week. 
It  IS  not  skilled  labor,  either;  it  is  the  cneapest  kind  of  labor  that  we 
can  get.  It  is  the  dirtiest,  meanest,  and  hardest  kind  of  labor 
imagmable. 

Senator  La  Follette.  You  are  not  speaking  now  of  trained  labor. 

Mr.  Metz.  Oh,  no;  not  of  the  chemists.  Many  of  those  to  whom  I 
refer  were  Negroes.  We  could  not  get  white  men  during  the  war  to 
do  this  kind  of  work;  that  is,  we  could  not  get  them  at  one  time. 
They  were  glad  to  do  anything  rather  than  go  into  the  color  shop. 

Senator  La  Follette.  In  normal  times  is  that  the  kind  of  labor 
employed? 

Mr.  Metz.  Absolutely.  It  is  the  lowest  class  of  labor  we  can  get. 
because  it  is  about  the  only  kind  that  we  can  get  to  work  in  the  dye 
plants. 

Senator  La  Follette.  It  is  little  more  than  what  we  call  commons 
labor  ? 

Mr.  Metz.  Yes;  conunon  labor. 

Senator  IjA  Follette.  Outside  of  manufacturing. 

Mr.  Metz.  Outside  of  the  men  in  charge  of  the  factory — the  chem- 
ists overseas. 

Senator  Smoot.  And  vou  pay  them  as  much  as  $5  per  day? 

Mr.  Metz.  We  pay  them  60  cents  an  hour.  We  could  get  thenk 
for  that  during  the  war. 

Senator  Smoot.  And  how  much  are  you  paying  them  now  ? 

Mr.  Metz.  I  am  still  paying  them  the  same  wage. 

Senator  Smoot.  How  long  are  you  going  to  keep  that  up  t 

Mr.  Metz.  As  long  as  I  can.  It  is  worth  it.  They  ought  to-  be- 
paid.     It  is  a  dirty,  mean  kind  of  work. 

Senator  La  Follette.  You  have  given  us  the  labor  cost  of  one- 
product. 

Mr.  Metz.  Yes.    I  will  take  up  others  now. 

Senator  La  Follette.  Take  up  some  of  the  others,  please. 

Mr.  Metz.  Those  are  the  bulk  products.  I  produce  20,000  or 
30,000  pounds  at  a  time.  We  have  azo  colors  that  are  diazotized- 
and  take  two  or  three  other  processes. 
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Senator  La  Follette.  What  is  the  labor  cost  to  the  total  cost 
there  ? 

Mr.  Metz.  Take  just  one,  chrome  black,  of  which  I  make  about 
50,000  pounds  at  one  plant,  making  all  the  raw  material  and  starting, 
with  refined  phenol.  The  entire  iSbor  cost  is  7  cents  a  pound.  The 
stuff  costs  68  cents  finished,  with  20  per  cent  overhead.  That  is,  the 
finished  nrice  of  the  material  with  overhead  at  20  per  cent  is  68 
cents.  We  figure  overhead  at  20  per  cent  for  the  factory;  that  is, 
steam,  labor,  coal,  outside  work,  such  as  is  done  by  carpenters  and 
coopers,  etc.  That  is  overhead  in  the  factory.  Then,  there  are  the 
factory  salaries  outside  of  the  wages  of  the  chemists. 

Senator  La  Follette.  In  this  particular  case  you  have  included 
the  raw  material  leading  up  to  the  finished  product  ? 

Mr.  Metz.  Yes;  those  are  the  figures. 

Now,  take  gallocyanine. 

Senator  La  Follette.  Is  that  a  bulk  product? 

Mr.  Metz.  That  was  a  bulk  product.  It  is  falling  oflF  now  because 
it  is  being  replaced.  The  color  was  used  years  ago.  It  dropped  out,, 
and  then  it  came  in  again.  In  small  lots  that  costs  12  to  14  cents  for 
labor  on  a  100  per  cent  product.  That  sells  also  as  a  20  per  cent 
paste.     It  is  easier  to  handle  that  way  for  the  consumer. 

Senator  Smoot.  What  is  the  cost  ? 

Mr.  Metz.  One  hundred  per  cent  paste  costs  about  12  cents  for 
labor  on  $1.75  for  the  finished  gallocyanine. 

Senator  La  Follette.  That  is  12  cents  out  of  a  dollar? 

Mr.  Metz.  Twelve  cents  out  of  $1.75.  So  the  labor  itself  is  small 
compared  to  the  final  product,  say,  10  per  cent. 

Senator  Simmons.  Is  that  100  per  cent  product? 

Mr.  Metz.  I  mean  to  say  the  color  is  made  100  per  cent  and  reduced 
or  brought  down. 

Senator  Smoot.  Then  the  actual  cost  in  the  manufacture  of  chem- 
icals is  much  less  than  the  labor  cost  in  most  any  other  manufacture  ? 

Mr.  Metz.  Certainly,  because  it  is  largely  automatic.  The  azos 
colors 

Senator  McCumber  (interposing) .  I  understand  you  do  not  include 
chemists,  etc.  ? 

Mr.  Metz.  Oh,  no;  I  am  coming  to  that.    That  is  expensive. 

Senator  McCumber.  You  call  that  overhead  ? 

Mr.  Metz.  I  call  that  overhead.    This  is  purely  labor. 

Senator  McCumber.  This  is  one  class  of  labor. 

Mr.  Metz.  Yes.  On  azo  colors  I  show  6  to  8J  cents  a  pound. 
Direct  black,  which  we  hear  so  much  about,  can  be  made  for  3i  to 
a  cents  a  pound  for  labor,  and  is  being  made  for  that. 

Senator  La  Follette.  You  do  not  help  us  very  much  at  that, 
unless  you  give  us  at  the  same  time  the  selling  price  per  pound,  be- 
cause your  statement  of  just  how  much  the  laoor  coste  is  not  giving 
us  any  information. 

Mr.  Metz.  The  labor  cost  averages  somewhere  between  5  and  10 

I)er  cent,  5  and  10  per  cent  of  the  selling  price,  not  over  that,  the  actual 
abor  cost. 

Senator  McCumber.  What  would  it  be  if  you  included  all  of  your 
employees  under  the  head  of  labor  ? 

Mr.  Metz.  That  comes  high.  I  have  not  got  that  on  the  color  line, 
but  I  have  it  on  the  medicinal  line.     I  went  home,  and  for  the  pharma- 
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ceutical  department  I  got  the  whole  statement,  and  they  had  it 
worked  out.    The  labor  plays  a  much  greater  part 

Senator  La  Follette  (interposing) .  Now,  nave  you  included  in 
that  all  the  salaries  you  pay— your  own  salary,  for  example  ? 

Mr.  Metz.  I  have  the  whole  thing  on  that  particular  item.  But 
the  proportion  is  not  the  same  on  colors  as  on  pnarmaceuticals,  which 
are  nandled  a  great  deal  more  than  dyestuffs. 

Senator  Watson.  Just  take  the  606,  for  example. 

Mx.  Metz.  Dyestuflfs  are  shoved  into  a  barrel;  these  things  [exhib- 
iting samples  of  salvarsan  to  the  committee]  are  packed  up.  You 
take  salvarsan  [indicating].  It  costs  money  to  pack  it.  That  is 
made  in  bulk  in  about  20-pound  lots,  and  then  it  is  packed  like  that 
[illustrating];  about  8  grams  is  a  dose;  that  is  how  it  is  sold.  Sal- 
varsan is  put  in  these  ampules,  a  ''shot,"  it  is  called;  and  then  it 
is  either  evacuated — and  before  doing  so  they  have  got  to  be  con- 
stricted, so  that  the  whole  powder  is  not  sucKed  out  when  you  seal 
it.  Every  time  you  do  that  it  costs  a  half  cent;  and  then  after  it  is 
constricted  and  the  air  drawn  out  it  is  heated  and  sealed  up,  then 
comes  the  file  and  circular,  and  packing  and  labor,  and  that  is 
expensive. 

When  I  sold  to  the  Government  I  made  the  price  27.  We  can  not 
afford  to  do  that  on  all  sdes.  The  Goveminent  buys  in  bulk  pack- 
ages, a  hundred  in  a  box,  without  all  this  rigmarole;  that  is  saved. 

I  have  here  also  the  overhead  and  the  labor  costs,  which  is  a  ques- 
tion of  quantity  of  output.  When  you  have  a  large  output  in  a  month 
your  cost  per  ampule  is  lower,  and  if  you  have  a  small  output  it  is 
higher;  and  I  can  give  you  some  idea  of  what  this  stuff  costs  before 
it  leaves  the  factory.  The  proposition  of  improductive  labor  per 
ampule — and  by  that  I  mean  engineer,  fireman,  watchman,  cleaner, 
etc.,  who  do  not  supervise,  but  are  necessary  in  a  plant — amounts  to 
an  average  of  0.37  of  a  cent,  one-third  of  a  cent,  practically,  per 
ampule  for  three  months.  It  varies  from  3l  to  43.27,  accordmg  to 
the  monthly  production.  If  you  make  more  you  get  a  lower  average. 
In  June  the  production  was  very  high.  The  superintendence,  etc., 
was  1.78  cents  per  poimd.  Rent,  power,  light,  water,  etc.,  2.20  for 
a  package.  Maintenance  of  macnmery,  etc.,  was  1.3,  which  is,  of 
course,  very  heavy  in  a  thing  of  this  kind.  Insurance  was  0.63  cent; 
depreciation,  0.97;  and  miscellaneous  charges,  0.83. 

That  is  7.71  for  the  manufacturing  oyernead.  The  general  over- 
head includes  office  expenses  and  biological  department.  I  mention 
these,  because  it  has  to  be  tested  on  rats.  That  is  a  very  serious 
proposition  and  one  that  is  expensive.  That  costs  on  the  average 
0.66  cent  per  ampule. 

And  for  the  outside  testing,  I  mentioned  sending  to  Columbia 
College,  we  pay  so  much  for  each  test.  That  cost  0.85  cent  more  to 
test  these  various  batches. 

Laboratory  expenses,  for  arsenic  tests,  etc.,  reqiiiring  high-priced 
chemists,  2.35  per  ainpule. 

Senator  Watson.  Is  the  Government  the  greatest  purchaser? 

Mr.  Metz.  Oh,  no.  The  Government  purchases  a  lot;  it  is  the 
largest  individual  purchaser;  put  it  that  way;  4.25  cents  are  for 
general  overhead.  So  that  the  total  factory  overhead  is  12  cents 
per  ampule. 

Senator  Smoot.  Twelve  cents  per  package  ? 
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Mr.  Metz.  That  is  the  factory  average.  Then  we  have  the  selling 
organization  in  New  York.  Adfministration,  1.79 — that  includes  my 
salary  as  president  of  the  company  and  the  other  officers  of  the 
company.  The  office  expenses  include  bookkeepers  and  typewriters, 
2.32.  Medical  department — ^we  have  physicians,  two  of  them  in 
the  office,  who  answer  correspondence  of  physicians  all  the  time, 
and  that  amoimts  to  1.04  cents  per  ampule.  Then  there  is  the  sales 
department,  and  that  is  expensive,  because  we  have  about  8  or  9 
detail  men,  physicians,  out  introducing  this  product,  showing  the 
doctors  how  to  use  it,  who  are  trained  physicians  in  nearly  every 
instance,  and  their  traveling  expenses  are  very  heavy.  That  is  10.33 
cents  per  ampule. 

The  royalties  average  3  cents  per  ampule — royalties  we  pay  to  the 
Alien  Property  Custodian  through  the  Federal  Trade  Commission  for 
the  license  imder  the  foreim  patents;  5  per  cent  of  the  total  sales  we 
pay  to  the  Alien  Property  Custodian  through  the  Federal  Trade  Com- 
mission because  of  this  license.  That  averages  3  cents  on  an  ampule. 
Shipping  expenses  are  1.20  cents;  general  expenses,  postage,  litera- 
ture, prmting,  etc.,  1.44  cents,  and  taxes,  1.7.  So  that  the  New 
York  overhead  is  22.29,  making  about  34.80  per  ampule  for  this 
product. 

Senator  McCumber.  Outside  of  the  stuff  itself  ? 

Mr.  Metz.  Yes.  Now,  then,  directly  labor  for  the  product — this  is 
all  indirect  labor  [indicating]— covers  your  point — the  direct  labor  on 
the  product — ^production  labor  is  8.46  cents,  packing  labor  4  cents, 
which  includea  labeling,  putting  in  the  packages  and  everything  con- 
nected with  that,  whicn  costs  4.68.  That  ia  the  average  price  on  this 
stufiP. 

Senator  La  Follette.  For  what  price  does  this  seU  to  the  general 
public?  The  Government  does  part  of  this  work.  You  send  it  to 
them  in  bulk. 

Mr.  Metz.  Yes;  in  bulk  containers,  so  I  don't  have  all  that  expense. 
The  Government  gives  it  away,  and  they  buy  at  practically  cost 
price,  because  the  more  I  can  put  out  the  more  my  general  average 
cost  decrease.  The  price  to  the  retail  druggists,  to  hospitals,  and  to 
the  trade  is  higher — the  27  cents  price — is  made  for  contracts, 
30,000  or  40,000  ampules  at  a  time. 

Senator  La  Follette.  Do  you  make  that  price  to  private  purchasers 
if  they  purchase  in  large  quantities  ? 

Mr.  Metz.  No;  I  could  not — not  for  physicians'  cases,  because 
they  get  the  money  back  from  the  patient.  But  the  Government 
gives  it  away  and  cnarges  nothing. 

Senator  La  Follette.  What  is  the  price  to  the  re^lar  trade  ? 

Mr.  Metz.  To  the  drug  trade  the  price  on  the  .06  size — that  is  the 
average — $1.20  per  ampule,  and  in  100  ampule  lots,  $1;  that  is  the 
retail  dealers'  pnce. 

Senator  Watson.  What  does  the  whole  thing  cost  you,  everything 
considered  ? 

r^Mr.  Metz.  The  whole  thing  actually  costs  on  the  basis  of  my  pro- 
duction for  the  .06,  51.44  cents,  including  all  expenses  I  have  given 
you,  overhead  and  everything  else. 

Senator  La  Follette.  At  now  much  does  that  sell  to  the  general 
public  ? 

81527— 22— D  s ^20 
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ceutical  department  I  got  the  whole  stat'    ■^^''^  P"<^-    ^^  ^^ 
worked  out.    The  labor  plays  a  much  f*^    .  '  „ 

Senator  La  Follettb  (interposir     ,  ;>asftie  pnce  ? 

that  all  the  salaries  you  pay — ^yo'"      ,.  ' .. ,      , .    i , ,,     /? 
Mr.  ME-ra.  I  have  the  wb*-*^        >/ '^'d  not  hold  the  figures  m  my 

the  proportion  is  not  the "       -..Ip''  .-_  i    i  x    ^    iu    j        -^ 

are  tanked  a  great  ^  ,'  '^^,  ^^0  ampule  lots  to  the  druggist 

Senator  Watson  -    ''^*od  lower  accordmg  to  the  quantity 

Mr.  Metz.  Dyr  .  /^'>«^       , 

iting  samples  r     -     ;^'*    ^^j  j^t  cost  you 


take  salvars'    >    'K^X^^'^  ^^^^-        ,  ,    « 

made  in  b'-  ,  :/,i''J^co^^  y°"  ^^  ^°*«  P^"«  ^  ™*^«  * 

[illustrat*      ^^ti-^Ar^^^'  ■  i     ^  i      i 

varsoD         *^^  A   ;<*^'    ffi*^  "^^'^  ^^  ^^®*'  ^'^^  Germans  to  make  the  same 

is  eit'        ^"^fy^Af^^' 

stri  i^^^^      J  ijot  know  what  its  cost  is.    I  know  I  imported 

it  h^^%i^'  ^ {%  ^^^  ^^^^  down  here  recently. 

t  M^'  /T^f^lv.  Then  is  it  your  idea  that  this  stoie  rule  applies 

^yth^^  C^rfcamlv,  of  course,  on  anything. 
^\{n^^cL^^'  ^^^  there  is  no  trouble  getting  the  American 
Sen»^^^^  trhich  to  apply  the  tariff  ? 
^Ja^^^^j^.  If  the  selling  price  is  $1,  that  is  the  American  price. 

jjT'  ^\}Qti't  handle  this  by  the  pound. 
B^^^^toT  McLean.  It  is,  you  say,  very  difficult  to  get  the  foreign 

^•n  ? 
riJ}f*  jjjiTZ.  I  have  not  got  it.     I  paid  so  much  in  dollars  for  it. 

•not  impossible  to  get  it. 
^^c^jjjitor  La  Follette.  Is  it  an  easy  matter  to  get  the  foreign 
^-ftiuation? 

>Xr.  Metz.  It  is  reported  every  month  to  the  American  Reparation 

(^lojnmission.     The  foreign  manufacturing  cost,  as  I  had  the  figures — 

given  in  the  Reparation  Commission  statement — is  one  and  a  half 

times  the  cost  befgre  the  war,  based  on  American  prices. 

Senator  La  Follette.  Take   this   same   product  you   have   just 

SVen  us,  the  prices  on  606,  what  are  the  figures  as  furnished  by  the 
eparation  Commission  of  German  cost,  if  you  know  ? 

Mr.  Metz.  I  have  not  got  them;  they  can  be  obtained.  I  do  not 
see  those  figures. 

Senator  La  Follette.  What  were  the  lowest  figures  you  did  have 
of  the  German  cost  of  producing  that  article  ? 

Mr.  Metz.  I  have  not  had  any,  except  that  I  used  to  pay  S2.50, 
and  now  I  pay  54  cents,  and  that  was  within  the  last  month,  at  30 
per  cent  duty,  and  nothing  further. 

You  see,  putting  this  as  a  general  proposition,  this  can  not  be 
brought  in  in  bulk,  but  must  come  in  this  way,  and  I  am  not  afraid 
of  the  Germans  on  this,  but  if  a  man  wants  the  German  product  he 
ought  to  have  the  opportunity  to  get  it,  or  any  other  drug.  A  man 
should  get  the  drug  he  wants,  and  he  can  not  get  it  with  the  embargo. 
We  have  people  writing  all  the  time  for  the  German  stuff. 

Senator  McCumber.  You  think  yours  is  very  much  purer  than  the 
German  product  ? 

Mr.  Metz.  Only  because  in  the  tests  by  the  Public  Health  Service 
we  can  go  to  a  higher  injection  than  the  Germans. 
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Senator  McLean.  If  a  man  is  in  trouble,  if  he  had  not  any  faith 
in  either  prescription,  it  would  not  cure  him  ? 

Mr.  Metz.  There  is  a  good  deal  to  that. 

Senator  McLean.  I  did  not  know  that.     I  thought  there  was 

"nething  inherent  in  the  remedy. 

Ir.  Metz.  Yes;  but  also  in  faith.  Some  people  do  not  know  what 
-uey  are  getting,  but  with  others  there  is  a  feeling  that  they  want  the 
German  product. 

Even  at  those  prices,  I  do  not  hesitate  to  tell  you,  gentlemen — be- 
cause this  is  not  interesting  to  my  competitors  at  large,  as  I  only  have 
one  real  competitor,  and  I  do  not  worry  about  him  much — these  labora- 
tories that  I  established  to  make  this  stuff — I  also  make  novocaine — 
and  to  show  you  there  is  some  money  in  these  things,  and  that  we 
have  some  leeway  against  the  Germans  still,  I  started  that  plant 
with  $50,000.  I  sent  my  brother  over  there  in  1916,  and  they 
showed  him  the  process.  The  reason  for  that  was  that  under  the 
British  order  in  council  we  could  not  import  any  more  stuff,  though 
the  Germans  never  refused  to  give  us  the  material.  I  got  busy  with  the 
State  Department  and  the  British  allowed  us  to  receive  the  German 
salvarsan  as  late  as  November,  1917,  on  the  British  permits.  But 
in  order  that  we  might  be  sure  of  this  supplv — and  the  British  Govern- 
ment did  refuse  to  pass  it  at  one  time,  but  tne  State  Department  stood 
up  for  our  rights  to  get  the  German  product,  which  was  at  that  time 
available,  and  I  continued  to  get  our  supply  on  British  permits. 

In  the  meantime,  I  had  already  began  to  work  out  the  process. 
I  started  in  1916,  at  a  cost  of  $50,000,  and  to-day  the  assets  are 
$867,000,  with  liabilities  of  $486,000— that  includes  $400,000  capital 
stock  issued.  I  increased  that  capital  stock  from  time  to  time  by 
the  issue  of  stock  dividends,  and  left  the  money  in  the  plant.  And  • 
I  have  a  surplus  of  $381,000,  besides  the  $400,000  capital  stock. 

Senator  M!cLean.  And  in  that  plant  you  make  only  salvarsan  ? 

Mr.  Metz.  Oh,  no;  I  make  novocaine  also.     I  also  make  a  few 
•other  things  that  do  not  count;  those  are  the  two  big  things. 

I  want  to  say  that  the  laboratories  paid  as  income  tax  during 
that  period — an  excess-profits  tax — ^in  1917  of  $6,764.10.  That 
was  when  we  had  the  low  tax.  In  1918  the  excess-profits  tax  was 
$48,762;  for  1919  I  paid  $154,424;  and  for  1920  I  paid  $213,178,  or 
a  total  of  $425,939  in  tax.  The  Philadelphia  people  recently  pre- 
sented themselves 

Senator  McLean.  Wait,  before  you  go  onto  that.  Could  it  have 
been  possible  for  you  to  have  built  up  this  if  it  had  not  been  for 
the  war  prohibition  ? 

Mr.  Metz.  No;  because  it  was  patented  here. 

Senator  McLean.  Aside  from  the  manufacturing. 

Mr.  Metz.  The  war  gave  us  that  chance.  But  we  have  got  the 
plant  now.  The  Philadelphia  concern  who  did  the  same  thing  pre- 
sented themselves,  and  they  claimed  work  entirely  on  humanitarian 
f  rounds — they  presented  themselves  with  one-half  million  dollars  of 
ends  accumulated  during  the  same  period.  I  do  not  know  whether 
that  is  in  lieu  of  excess  or  income  tax,  as  they,  not  being  organized 
as  a  commercial  concern,  perhaps  can  save  that,  and  can  claun  this 
is  for  the  public  good.     I  had  to  pay  the  tax. 

Senator  McCumber.  To  what  extent  has  the  price  of  this  sal- 
varsan increased  since  the  war  ? 
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Mr.  Metz.  I  beg  yourpardon. 

Senator  McCumber.  To  what  extent  has  the  selling  price  of  this 
salvarsan  increased  since  the  war  ? 

Mr.  Metz.  It  has  not  increased;  it  has  decreased  since  we  have 
been  making  it  here. 

Senator  McCumber.  It  has  not  increased  at  all  ? 

Mr.  Metz.  Oh,  no;  it  has  decreased.    The  imported  article  was 
being  cornered  by  everybody  and  held  up  to  $50  early  in  the  war. 
.  Senator  McCumber.  Then  you  are  selling  it  for  less  than  you  got 
it  from  Germany  before  the  war  ? 

Mr.  Metz.  Less  than  half.  The  Germans  had  a  patent.  The 
Germans  worked  eight  or  nine  years  before  Ehrlich  discovered  it, 
before  it  came  into  the  market.  Nobody  criticized  the  price  at  that 
time.  We  have  been  able  with  a  5  per  cent  royalty  to  sell  away 
below  that.  But  we  got  the  benefit  of  that  patent,  and  that  is  one  of 
the  patents  taken  over  hj  the  Foundation. 

Senator  McLean.  Outside  of  that,  in  contradistinction  to  German 
concerns,  you  paid  $400,000  into  the  Treasury  of  the  United  States  ? 

Mr.  Metz.  Yes,  sir;  and  other  concerns  should  have  paid  it  also. 
Perhaps  they  did.     On  the  German  we  would  have  paid  duty. 

Senator  La  Follette.  In  your  opinion,  what  is  the  salvarsan 
patent  worth  ? 

Mr.  Metz.  Judging  from  what  I  have  made,  it  paid  in  royalty 
about  $75,000,  on  the  basis  of  5  per  cent  on  the  selling  price. 

Senator  McCumber.  That  is  the  royalty  i 

Mr.  Metz.  Under  the  license  fee. 

Senator  La  Follette.  You  paid  them  $75,000  ? 

Mr.  Metz.  No;  I  paid  them  about  $50,000.    That  patent  had  10 

J  ears  to  run,  or  did  nave  when  they  were  l;aken  over.     I  suppose  it 
as  eight  or  nine  years  still. 

On  the  basis  of  $75,000  on  a  5  per  cent  royalty  and  the  profit  they 
made  here,  anybody  that  paid  $5,000,000  for  that  patent  would  have 
a  very  cheap  bargam,  because  they  Would  have  a  monopoly,  and  with, 
a  monopoly  I  could  on  the  present  output  make  a  great  profit.  I 
would  gladly  have  paid  $5,000,000  for  it  if  I  could  have  gotten  it. 
Yet  that  was  one  of  the  4,500  that  was  sold  for  $250,000.  Another 
one  was  indigo,  which  also  sold  in  the  batch  for  $250,000. 

I  was  requested  by  the  Chemical  Foundation  to  surrender  mj 
license.  I  have  a  letter  from  their  coimsel,  which  poses  as  a  quasi 
Government  institution,  that  they  could  give  a  better  license  than  the 
Federal  Trade  Commission,  but  the  Federal  Trade  Commission  said 
that  they  did  not  ask  anyone  to  transfer.  I  understand  very  few 
licenses  nave  been  transferred,  except  on  the  indigo  patent.  That 
has  been  transferred  by  the  Du  Fonts  to  the  Chemical  Foundation. 

Senator  La  Follette.  Do  you  know  why  'i 

Mr.  Metz.  I  don't  know  why,  but  I  suppose  the  Chemical  Founda- 
tion needs  the  royalty  on  it.  In  some  cases  the  fee  is  2  per  cent.  I 
think  indigo  was  licensed  for  2  per  cent  by  the  Federal  Trade  Com- 
mission, and  I  am  quite  sure  it  paid  over  $100,000  on  that  basis. 
You  can  figure  what  that  is  worth. 

Senator  Watson.  To  whom  did  you  pay  the  royalty? 

Mr.  Metz.  I  pay  it  to  the  Alien  Property  Custodian  under  my 
license.     I  was  requested  to  surrender  the  license,  but  I  didn't  do  it. 
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I  have  no  quarrd  with  the  Chemical  Foundation.  I  am  willing  to 
abide  by  its  terms  as  owners. 

Senator  McLean.  How  much  606  do  you  import  ? 

Mr.  Metz.  None;  recently  I  got  a  comparatively  small  amount. 
The  Public  Health  Service  has  stopped  the  importation  and  sale  of 
anything;  that  does  not  pass  their  test.  They  went  to  Europe  and 
arrangea  with  the  manufacturers  to  ^et  licenses  for  serums  and 
toxins  and  give  licenses  to  German  and  French  manufacturers  that 
they  could  oring  goods  in  on  the  same  basis  the  American  manu- 
facturer does  his.  We  have  to  submit  a  test  of  every  batch  to  the 
Public  Health  Service.  They  have  1  per  cent  of  our  output  in  their 
possession. 

Senator  McLean.  You  imported  some  recently  ? 

Mr.  Metz.  Yes;  the  stufiF  has  been  coming  in  under  cover  right 
along  in  enormous  quantities. 

Senator  McLean.  From  Germany  ? 

Mr.  Metz.  Yes;  every  steward  on  the  steamers  brings  it  in  and  the 
Government  gets  nothing  out  of  it. 

Senator  McCumber.  Tney  are  smuggled  in  ? 

Mr.  Metz.  Yes;  they  are  smuggled  m.  The  Government  has  fixed 
the  conditions  under  which  they  can  put  the  label  on  under  the  test  of 
the  Government,  and  it  can  come  m  under  those  conditions.  My 
license  gives  me  the  right  to  make,  vend,  and  manufacture  it.  I  may 
have  to  paj  a  royalty  on  it.  If  I  do,  well  and  good.  It  is  not  that  I 
want  to  Drmg  it  in;  it  is  not  that  it  is  necessary ;  but  some  doctors  want 
it,  and  I  suppose  the  doctors  will  get  a  little  more  money  for  using 
it.  There  may  be  something  in  that.  I  am  not  criticizing  that.  That 
is  their  business. 

But  making  it  is  a  complicated  proposition  and  requires  skill  and 
care,  and  if  we  can  do  all  that  we  can  do  it  with  stun  made  40,000 

Sounds  at  a  clip  in  this  country.  I  know  I  can.  I  am  not  afraid, 
^ive  me  a  half  way  respectable  and  specific  duty  with  an  ad  valorem, 
and  I  am  not  afraid  to  do  it,  and  a  chance  to  get  my  crudes  somewhere 
else,  if  they  hold  it  up.  When  we  do  want  it,  we  want  it  right  away. 
I  think  every  other  manufacturer  is  in  the  same  position,  if  he  is 
honest  with  you.  I  don't  want  to  see  the  interest  scrapped.  I  want 
to  get  a  fair  deal  and  I  am  willing  to  give  any  figures  you  want.  I 
don't  hesitate  to  say  I  draw  $20,000  a  year  as  president  of  that  com- 
pany, and  I  don't  work  for  the  others  for  nothing  either. 

Senator  McLean.  Are  you  a  competitor  of  the  JOu  Ponts  ? 

Mr.  Metz.  In  colors. 

Senator  La  Follette.  Do  you  know  the  total  assets  of  the  Du  Pont 
Co.? 

Mr.  Metz.  I  do  not.  I  am  not  interested  in  that  company.  I  have 
seen  their  statement.     I  congratulate  them. 

Senator  La  Follette.  Do  you  remember  seeing  their  recent  state- 
ment of  May  1  ? 

Mr.  Metz.  I  don't  recall. 

Senator  La  Follette.  That  may  be  of  interest  to  you. 

Mr.  Metz.  The  Du  Ponts  run  everything  now. 

Senator  La  Follette.  I  understand  that,  and  that  adds  to  their 
financial  strength  and  power. 

Mr.  Metz.  They  prooably  will  drive  everybody  else  out  before  they 
get  through. 
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Senator  La  Follette.  In  the  middle  of  the  page  there  is  the  total. 

Mr.  Metz.  Of  course,  that  is  done  for  stock  purposes.  When  these 
companies  come  in  for  one  purpose  it  is  very  low,  and  when  they  sell 
stock  it  is  very  high.    I  have  seen  that  with  various  companies. 

Senator  La  Follette.  Just  state  the  figures. 

Mr.  Metz.  I  don't  know  what  you  mean.    Do  you  mean  profits  ? 

Senator  McLean.  Have  you  any  idea  that  your  German  connec- 
tions might  help  you  in  the  event  the  Du  Pont  competition  is  very 
severe  ? 

Mr.  Metz.  I  don't  know  and  I  don't  care.  I  don't  know  what 
arrangement  they  have.  I  know  American  manufacturers  were 
sitting  at  the  back  door  the  moment  the  armistice  was  signed  waiting 
to  break  in.  The  Bayer  Co.  has  an  agreement  that  the  people 
abroad  will  make  the  things  they  are  not  making  here.  I  know 
they  have  that  arrangement,  and  others  are  seekmg  to  make  the 
same  arrangement.  1  saw  an  interview  in  the  paper  about  the 
Germans  coming  here,  and  a  combination  of  American  manufac- 
turers trying  to  sell  what  the  Germans  were  bringing  in,  and  a  lot  of 
bunk  about  what  the  Germans  are  doing  to  the  Americans.  They  are 
trying  to  do  it  to  them. 

Senator  McLean.  I  hope  you  will  never  reach  the  condition  where 
you  will  be  the  tail  to  the  German  dog. 

Mr.  Metz.  I  have  not  got  in  that  position. 

Total  assets,  $280,359,871.03.    Is  that  what  you  mean? 

Senator  La  Follette.  Yes. 

Mr.  Metz.  I  am  quite  prepared,  as  I  was  the  last  time,  to  meet  the 
facts  that  certain  gentlemen  will  take  very  great  pains  to  discredit 
a  good  deal  I  have  said.  They  did  before  the  Ways  and  Means 
Committee  of  the  House  and  before  this  committee  of  the  Senate. 
I  would  like  to  have  an  opportunity  to  answer  them.  I  did  in  the 
previous  hearings.  I  wrote  a  letter  to  Senator  Watson  at  that  time 
that  can  be  found  in  the  hearings,  and  also  to  Chairman  Fordney, 
My  letter  to  Senator  Watson  is  on  page  473  of  the  Senate  hearings, 
and  to  Chairman  Fordney  on  page  715  of  the.  House  Ways  and  Means 
Committee  hearings.  I  think  that  is  all,  unless  you  wish  to  ask 
something  further. 

Senator  McLean.  Have  you  finished  ? 

Mr.  Metz.  I  have,  if  you  have. 

Senator  McLean.  Mr.  Thompson  is  here  and  I  think  he  is  very 
anxious  to  be  heard. 

Mr.  Metz.  I  will  be  very  glad  to  give  way  to  him. 

The  Chairman.  Do  you  want  Mr.  Thompson  called  now? 

Senator  McLean.  I  would  like  to  have  him  called  at  this  time. 

The  Chairman.  At  the  request  of  Senator  McLean,  Mr.  Thompson 
will  submit  his  views  to  the  committee. 

statement  of  HENBY  B.  THOMPSON,  GREENVILLE,  DEL.,  BBP- 

besentino  the  national  association  of  finishbbs  of 
cotton  fabbics. 

The  Chairman.  Mr.  Thompson,  will  you  state  your  full  name  to  the 
committee  for  the  record  ? 
Mr.  Thompson.  Henry  B.  Thompson. 
The  Chairman.  Where  do  you  reside  ? 
Mr.  Thompson,  Greenville,  Del. 
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The  Chairman.  What  is  jour  business  ? 

Mr.  Thompson.  I  am  president  of  the  United  States  Finishing  Co., 
a  Connecticut  corporation.  We  have  five  plants,  two  of  which  are  in 
Connecticut,  one  at  Norwich,  and  one  at  Sterling;  two  in  Rhode 
Island,  one  at  Pawtucket,  and  one  at  Providence. 

Senator  McLean.  What  do  jou  mean  by  '^finishing  plants"  ? 

Mr.  Thompson.  We  are  prmters  and  finishers  and  bleachers  of 
cotton  fabrics.  We  have  an  output  of  about  300,000,000  yards  a 
year.  We  employ  about  3,500  people.  The  bulk  of  the  stuJBP  that  we 
finish  is  the  finer  quality  of  cotton  goods. 

I  came  here  to-day  principally  as  a  representative  of  the  advisory 
committee  to  the  State  Department  on  tne  importation  and  licensing 
of  German  dyes.  I  have  been  chairman  of  that  committee  from  the 
start,  and  I  want  to  give  the  conmiittee  some  evidence  which  is  more 
or  less  in  rebuttal  of  complaints  that  have  been  submitted  before  the 
committee.  In  addition,  I  can  give  my  personal  experience  in  the 
use  of  the  German  dyes,  and  in  addition,  further,  I  would  like  to  speak 
for  the  National  Association  of  Finishers  of  Cotton  Fabrics,  of  which  I 
am  president.  That  is  an  association  of  70  or  more  corporations  and 
firms  which  really  represents  almost  the  entire  industry  in  this 
country. 

Senator  McLean.  The  cotton  textile  industry  ? 

Mr.  Thompson.  The  finishing,  not  the  textile.  We  are  not  manu- 
facturers of  the  goods.  We  bleach  the  goods  and  print  them  and 
dye  them. 

That  association  is  made  up  largely  of  New  England  manufac- 
turers; some  in  New  Jersey  and  Pennsylvania^,  and  several  in  the 
Southern  States. 

Senator  La  Follette.  Do  I  understand  there  are  any  manufac- 
turers in  that  organization  that  are  manuf actiu'ers  of  the  cloth  itself  ? 

Mr.  Thompson.  No.  The  cloth  is  sent  to  us  on  consignment  and 
we  charge  so  much  a  yard  to  bleach  and  print.  Most  of  the  business 
is  done  m  that  way  in  this  country. 

Senator  La  Follette.  So  that  you  do  not  represent  any  of  the 
textile  manufacturers  ? 

Mr.  Thompson.  Not  the  weavers  or  the  spinners  of  the  goods;  no. 

Senator  Smoot.  You  do  no  work  for  the  interstate  people  ? 

Mr.  Thompson.  No. 

Senator  Smoot.  Nor  the  Merrimack  ? 

Mr.  Thompson.  I  have  done  work  for  the  Merrimack.  I  have  had 
an  inquiry  in  the  last  two  weeks  for  prices  from  them. 

I  will  give  you  very  briefly  the  modus  operandi  of  our  committee 
in  the  way  in  which  it  works,  in  view  of  the  criticisms  that  have  been 
made  against  it.  As  you  know,  the  conmiittee  was  made  up  to  rep- 
resent the  consumers  of  dyestuflfs  and  manufacturers  of  dyestuffs  and 
the  chemists.  The  members  of  the  committee  were  Mr.  Cheney,  of 
Hartford;  Mr.  Hobbs,  of  Arlington  Mills,  Mass.;  and  myself.  The 
dyestuflf  representative  was  Mr.  Poucher,  of  the  Du  Pont  Co.;  Mr. 
Baldwin,  of  the  National  Co.;  and  Mr.  Mertz  and  Dr.  Herty,  repre- 
senting the  Chemical  Society. 

OriOTially  we  met  very  frequently  on  the  question  of  these  licenses 
with  the ^ War  Trade  Board  which  then  took  the  place  now  occupied 
by  the  State  Department,  and  they  used  our  advice  very  largely  as 
to  who  were  genuine  importers  of  these  dyestuflfs  and  who  were  not, 
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and  we  met  every  two  weeks.  We  naturally  had  to  sift  out  a  good 
many  bo^us  applications.  After  some  four  or  five  months  the  matters 
were  so  sunplined  that  they  did  not  ask  us  for  any  advice  in  the  matter 
of  who  was  a  genuine  manufacturer  and  who  was  not. 

While  there  have  been  some  complaints,  I  think,  generally  speaking, 
the  work  has  been  very  well  hanaled.  There  were  complaints  that 
were  justified,  which  were  uncontrollable.  These  were  not  complaints 
against  the  Ucensing,  but  they  were  in  reference  to  delays,  but  1  think 
during  the  last  year  there  has  been  very  Uttle  criticism  of  any  delay 
in  getting  a  Ucense.  The  criticism  has  been  in  the  importing  of  the 
goods.  I  am  perfectly  frank  to  say  that  we  got  more  or  less  criticism 
at  the  beginning  of  our  work  about  delays  for  four  or  five  months  on 
account  of  the  dock  strike.  The  goods  were  ordered  and  put  on  the 
dock  and  laid  there  four  or  five  months  before  we  could  get  them  into 
this  country.     I  think  that  was  one  of  the  principal  caiises  of  criticism. 

Senator  Smoot.  Some  of  the  witnesses  here  testified  that  after 
makmg  an  application  to  the  board  it  was  months  and  months  before 
they  got  any  action  on  the  part  of  the  board. 

Mr.  Thompson.  I  heard  one  gentleman  testify  to  that.  There  have 
been  veiy  few  instances.  In  our  meeting  which  we  hold  now  about 
every  six  weeks  in  connection  with  members  of  the  State  Department 
and  members  of  the  Textile  AUiance  there  is  a  review  of  every  com- 
plaint, and  considering  the  number  of  colors,  some  900  colors,  and  the 
nimibers  of  importers,  the  mistakes  and  delays  are  really  very  few, 
and  I  think  are  generally  due  to  misinformation.  I  can  give  you  a 
case  that  illustrates  this  point.  I  was  reminded  of  it  by  something 
that  Mr.  Metz  said.  . 

Mr.  Metcalf,  who  Ls  a  large  manufacturer  of  worsted  coating,  like 
the  sample  we  had  here  this  morning,  said  to  me  some  six  weel^  ago, 
''I  don't  think  the  Textile  Alliance  are  acting  promptly  in  giving  us 
just  the  stuff  we  want.''  He  referred  specifically  to  the  shipment  of 
one  article  of  which  they  are  very  lai^e  importers.  He  was  naturally 
dissatisfied.  I  immediately  called  up  the  Textile  AUiance  and  said, 
''I  know  nothing  about  tms,  but  Metcalfs  are  very  larse  users,  and 
what  is  the  trouble?"  They  said,  "We  will  send  you  down  a  letter 
that  explains  the  whole  circumstances."  It  was  a  mistake  in  con- 
signments. They  shipped  single  strength,  and  we  billed  double 
strength.  Mr.  Metcalf  was  justified  in  his  criticism,  but  we  explained 
the  circumstances  to  him  and  sent  him  a  check  for  $25,000,  the  differ- 
ence between  the  two  strengths,  and  Mr.  Metcalf  was  entirely  satisfied 
that  he  had  received  just  treatment. 

I  don't  think  on  the  whole  that  the  War  Trade  Board  or  the  State 
Department  is  open  to  criticism.  They  are  open  to  some.  There 
is  no  question  that  it  is  an  inconvenience  to  look  ahead  six  months 
for  your  colors  where  you  can  send  around  the  comer  and  get  a 
package,  but  I  think  the  average  manufacturer — and  I  am  quite 
well  aware  there  have  been  a  number  of  gentlemen  who  have  appeared 
before  you  who  are  entitled  to  full  credence — will  give  you  tne  im- 
pression that  the  manufacturing  community  as  a  whole  are  opposed 
to.  a  licensing  feature.  Now,  I  can  speak  for  the  National  Associa- 
tion. The  matter  has  been  brought  up  twice  in  that  association. 
The  record  appears  in  the  hearing  of  the  Longworth  bill  before  the 
House  committee.    The  question  had  been  debated  at  length  and 
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the  license  feature  was  unanimously  approved,  and  the  members 
voting  were  representatives  of  the  very  lai^e  interests  in  the  country. 

Senator  McLean.  What  does  the  iNational  Association  include? 

Mr.  Thompson.  It  includes  people  Uke  the  Sayles,  of  Khode  Island, 
the  Aspmook  Co.,  all  the  large  prmting  concerns  in  the  country,  with 
the  exception  of  the  American  Print  Works  and  the  Pacific  Mills. 
It  embraces  virtuaUy  the  entire  printing  industry. 

Senator  MoLean.  This  complaint  comes,  as  I  imderstand  it,  so 
far  from  the  textile  men,  who  claim  that  when  they  send  the  goods 
to  you  or  concerns  that  you  represent  to  be  colored  the  delays  are 
occasioned  which  interfere  with  the  mai'ket. 

Mr.  Thompson.  Yes.  I  do  not  doubt  the  gentlemen  who  have 
appeared  before  you  have  probably  had  a  complaint,  but  I  base  it 
on  my  own  experience.  I  know  we  are  handling  the  thing,  and  we 
represent  the  largest  prmting  industry  in  America,  ^fe  have  a 
trade  that  is  rbpresented  by  tne  very  best  trade.  We  are  open  to 
competition  of  the  whole  world,  and  frankly  we  have  not  met  with 
inconvenience  or  suffered  any  losses  through  our  inabihty  to  get 
these  German  colors.  Of  course,  there  was  a  period  during  the  war 
when  we  got  none  of  them,  but  since  the  licensing  system  has  been 
established  we  have  been  enabled  to  get  everything  that  we  wanted 
in  good  time  and  in  reasonable  time. 

It  is  perfectly  possible  for  me  to  come  here  and  show  you  that  you 
could  not  do  that  with  this  color.  I  will  take  this  coat  that  was 
submitted  to  the  committee  this  morning.  Such  a  statement  is 
misleading.  I  could  show  you  a  coat  just  as  bad  as  that,  and  it  was 
dyed  that  wav  because  the  manufacturers  did  it  in  the  cheapest 
manner  possible.  I  could  also  show  vou  a  coat  dyed  by  the  Amencan 
Woolen  Co.,  or  by  the  Metcalfs,  dyed  with  the  colors  which  have  been 
imported  through  the  Textile  Alliance,  through  license,  which  is 
absolutely  fast  and  one  of  the  best  colors;  in  fact,  is  the  same  color 
as  you  got  10  years  ago  or  8  years  ago. 

Senator  Smoot.  Wnat  position  do  you  hold  ?  You  are  chairman , 
you  say,  of  the  license  board  ? 

Mr.  Thompson.  I  am  chairman  of  the  advisory  committee.  We 
are  simply  an  advisory  committee  of  the  State  Department. 

Senator  Smoot.  Is  it  not  more  than  likely  that  your  request  would 
be  acted  upon  at  once  as  against  that  of  anybody  else  ? 

Mr.  Thompson.  Absolutely  not. 

Senator  Smoot.  Why  do  you  say  that  ? 

Mr.  Thompson.  Because,  as  far  as  the  State  Department  is  con- 
cerned, our  request  goes  in  the  same  as  that  of  anybody  else. 

Senator  Smoot.  But  jou  advise  them,  do  you  not,  as  to  whether 
they  should  have  this  hcense  issued  or  that  license  issued  ? 

Mr.  Thompson.  We  did  at  the  start,  and  we  have  been  very 
liberal  in  our  interpretation  of  who  should  get  color  and  who  should 
not.  The  only  people  we  have  turned  down  were  those  that  were 
manifestly — well,  for  instance,  we  had  one  request  for  a  great  many 
thousand  pounds,  and  when  we  traced  it  back  we  found  that.the  appli- 
cant kept  a  livery  stable  in  Schenectadv. 

Senator  Smoot.  You  do  not  think  the  State  Depratment  would 
discriminate  against  you  because  you  happened  to  be  chairman  of 
that  board  ? 


652  TABIFF   HEARINGS. 

Mr.  Thompson.  No.  I  think  the  licenses  have  been  treated  as 
they  have  been  received  in  order. 

Senator  McLean.  Would  these  complaints  as  they  are  brought  in 
be  brought  to  your  attention?  Would  you  in  your  position  Know 
about  them  ? 

Mr.  Thompson.  We  knew  about  a  great  many  of  them.  A  great 
many  of  them  were  discussed  in  committee  meetings. 

Senator  McLean.  How  extensive  were  they  as  applied  to  the 
whole  business  throughout  the  country? 

Mr.  Thompson.  No  more  than  you  would  find  mistakes  in  any 
business.  I  believe  I  run  a  well-managed  concern,  and  yet  I  could 
bring  many  gentlemen  here  to  tell  you  tnat  we  have  made  mistakes  in 
om*  Dusiness.  But  that  does  not  prove  that  we  do  not  know  our 
business. 

Senator  Smoot.  Do  you  think  the  treasurer  of  the  Merrimac  Mills 
cited  a  typical  case  wnen  he  reported  to  this  committee  that  dye- 
stuffs  were  ordered  after  considerable  trouble  in  securing  the  license 
and  month's  delay  and  then  the  dyestuffs  did  not  amve  here  for 
months  after  that  and  then  when  they  did  arrive  that  the  season  had 
passed  and  they  were  no  good  to  them  at  all  ? 

Mr.  Thompson.  I  do  not  remember  that  specific  case,  but  I  do 
know  of  similar  cases  where  the  trouble  was  attributable  entirely  to 
the  dock  strike.  It  did  not  make  anv  difference  whether  there  was 
an  embargo  or  license.  The  goods  were  on  the  wharf  and  there-was 
nobody  to  put  them  on  the  ships,  and  that  did  cause  trouble. 

Senator  Smoot.  But  the  docK  strike  had  nothing  to  do  with  the 
issuing  of  a  license,  did  it  ? 

Mr.  Thompson.  He  got  his  license  in  time.  Or  does  he  claim  that 
he  did  not  ? 

Senator  Smoot.  I  think  he  claims  that  he  did  not. 

Mr.  Thompson.  I  do  not  know  of  that  specific  case.  Mr.  Greene, 
the  treasurer  of  the  Pacific  Mills,  whose  company  is  also  an  agent 
for  the  Merrimack  Mills,  within  the  last  three  weeks  said  to  me,  "I 
have  just  come  back  from  abroad.  I  am  a  little  skeptical  of  this 
licensmg  system  due  to  delays."  I  looked  up  his  criticisms  and 
found  they  were  captious.  Mr.  Greene  said,  "Do  not  misunderstand 
me  and  thmk  I  am  opposed  to  this  system;  I  think  it  is  worth  looking 
into. ''     ITnder  your  new  bill  I  thinK  the  experience  of  the  last  two 

J  ears  has  been  of  great  value.  You  see,  under  this  present  bill  you 
ave  an  importable  list  and  a  nonimportable  list.  No  license  is  re- 
quired. It  is  possible  to  keep  the  goods  in  bond,  and  the  textile 
alliance  has  requested  the  State  Department  to  keep  the  goods  in 
bond,  so  they  could  make  just  as  quick  delivery  as  the  German 
importers  could  in  the  old  days. 

Mr.  Metz  has  made  the  jpoint  that  it  would  be  brought  over  in 
barrels.  You  can  bring  it  m  in  10-pound  packages  and  take  care  of 
this  specific  case  that  he  quoted. 

Senator  McCumber.  Is  there  anything  in  the  claim  that  the  com- 
mission is.  liable  to  hold  that  some  American  product  is  just  as  good 
as  that  which  is  imported  and  compel  the  American  user  to  use  the 
American  product  which  he  finds  is  not  as  good  ?  Have  you  had  any 
coniplaints  along  that  line  ? 

Mr.  Thompson.  Personally  I  have  not. 
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Senator  McCuMBER.  I  mean,  has  the  commission  had  any  com- 
plaints ? 

Mr.  Thompson.  Do  you  mean  the  State  Department  ? 

Senator  McCumbeb.  Your  particular  bureau. 

Mr.  Thompson.  No;  we  have  not  had  brought  to  us  any  such 
statement. 

Senator  Smoot.  Would  such  a  statement  come  to  you  ? 

Mr.  Thompson.  Those  cases  are  reviewed  bv  us. 

Senator  La  Follette.  That  is  on  appeal,  ao  you  mean  ? 

Mr.  Thompson.  No;  but  at  our  meetings.  For  instance.  Dr. 
Pennyman,  who  was  the  chemical  adviser  to  the  State  Department, 
has  generally  been  responsible  for  the  analysis  to  show  that  the 
American  product  is  equally  as  good  as  the  German  product.  I 
question  wnether  anybody  has  suffered  any  serious  loss. 

Senator  McCumbeb.  Take  a  case  like  tms  that  was  mentioned  by 
the  last  witness:  A  manufacturer  of  fabrics  gives  him  the  color 
that  he  desires  the  fabric  to  be  dyed.  He  receives  that  and  the 
manufacturer  of  the  fabric  desires  to  use  a  certain  particular  German 
dye  that  he  is  ac(][uainted  with.  He  applies  for  the  right  to  import 
that.  He  is  denied  that  right  upon  the  ground  that  the  Du  Fonts 
or  some  other  company  produce  the  same  thing.  He  uses  the  same 
thing  and  he  finds  that  it  will  not  give  the  same  results  under  arti- 
ficial light,  as  one  would  have  a  reddish  cast  and  the  other,  perhaps, 
a  greenish  cast  under  the  artificial  light,  and  that  he  has  not  got 
what  iis  customer  demanded  of  him. 

Mr.  Thompson.  Well,  those  criticisms  reallv  from  a  practical 
point  of  view  are  due  to  the  personal  equation  ofyo^r  dyer.  I  know 
]ust  the  experience  the  gentleman  has  had.  Certain  of  our  mills 
can  not  use  certain  colors  which  we  use  in  other  mills.  As  a  matter 
of  fact,  there  is  no  reason  why  they  should  not,  but  we  humor  them. 
I  know  the  very  color  that  tnis  gentleman  complained  of.  I  think 
it  was  a  direct  black. 

At  our  Norwich  plant  we  have  an  Austrian  chemist  and  he  has 
insisted  that  we  want  to  get  back  to  the  German  color.  We  can  not 
get  the  German  color  and  we  get  along  all  right  with  the  American 
color.  We  have  delivered  the  goods.  It  is  a  question  of  manipula- 
tion. If  you  are  going  to  meet  all  the  whims  of  your  dyer  you  are 
going  to  be  in  hot  water  from  start  to  finish. 

I  will  admit  that  there  have  been  inconveniences,  but  I  think  I  voice 
the  sentiment  of  most  of  the  big  users  in  saying  that  we  are  willing 
to  submit  to  those  inconveniences  to  see  tnis  business  thoroughly 
established.  We  know  perfectly  well  that  previous  to  1914  we  were 
absolutely  in  the  hands  of  the  German  monopoly.  We  took  what 
they  gave  us.  There  was  no  appeal.  There  is  no  use  goingover  that; 
you  gentlemen  are  thoroughly  lamiliar  with  that  story.  We  believe 
now  with  the  progress  that  has  been  made  in  this  country,  if  given 
an  opportunity  we  will  have  a  self-sustaining  industry  which  will  meet 
the  needs  of  the  American  consumer.  Of  necessity  we  have  to  have 
the  cheapest  stuff  we  can  get.  We  want  it.  We  realize  that  we  have 
to  meet  export  trade  competition.  The  British  have  put  on  the 
embargo.  That  takes  care  of  that  end  of  it.  France,  I  oelieve,  has 
done  the  same.  Mr.  Metz  gave  you  several  instances  this  morning  in 
his  testimony  where  competition  has  already  brought  down  the  prices 
of  the  American  dyestufS  to  a  fairly  reasonable  level. 
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The  things  that  are  not  made  to-day  are  lai^el^r  the  vat  colors. 
They  are  fast  colors  that  are  used  in  cotton  printing  for  shirtings 
and  ginghams.  The  Amoskeag  Mills  use  them  mostly.  I  am  con- 
vinced tnat  if  you  give  these  people  an  opportunity  for  a  year  or 
two  they  will  manumcture  them  and  give  them  to  us  as  cheaply  as 
the  Germans  can^  because  if  they  can  not  do  that  the  Germans  will 
have  a  monopoly  and  they  can  and  will  charge  anything  they  want. 

It  is  probaoly  the  most  difficult  branch  of  cnemistry  Uiat  has  ever 
been  developea  in  this  country.  We  are  short  of  trained  organic 
chemists.  We  have  to  have  a  higher  staff  of  them  until  we  can 
meet  the  Germans  in  certain  fields.  We  issued  licenses — I  say  "we," 
meaning  the  State  Department,  we  acting  as  advisers — ^for  1,600,000 
poimds  of  dyestuff  in  the  six  months  ending  Jime  30.  The  records 
will  show,  but  I  assume  that  the  bulk  of  that  are  these  so-called  vat 
colors,  and  a  color  which  we  get  very  largely  from  Switzerland, 
Rhodamine  6-G,  which  is  not  made  in  this  country.  It  is  those 
colors  that  the  dyestuff  manufacturer  has  to  have  protection  on, 
because  he  has  not  made  them  yet  in  sufficient  quantity  or  at  a  price 
that  we  would  touch  them.  We  have  been  able  through  the  license 
system  to  get  all  we  need.  Frankly,  we  have  suffered  no  inconven- 
ience. 

Senator  McLean.  Is  there  necessity  for  a  six  months'  delay  in 
securing  any  dyes  ? 

Mr.  Thompson.  No;  and  there  is  not  any  six  months'  delay  to-day. 
If  the  State  Department  will  grant  the  request  of  the  Textile  Alliance 
to  carry  stuff  in  bond,  we  can  get  the  stuff  very  quicUy. 

Senator  Smoot.  Is  it  not  required  at  the  State  Department  in 
asking  for  a  license  that  they  shall  name  how  much  of  a  certain  dye- 
stuff  they  will  use  within  six  months? 

Mt.  Thompson.  Yes.  You  are  not  allowed  to  import  over  a  six 
months'  amount.  Outside  of  these  bogus  applications  which  we  got, 
I  think  the  manufacturers  played  very  fair.  Naturally,  we  do  not 
see  the  applications  now,  but  as  they  ran  originally  they  lived  right 
up  to  the  State  Department's  request. 

Senator  Smoot.  Yes;  and  many  of  them  when  they  got  the  goods 
in  could  not  use  them. 

Mr.  Thompson.  Well,  that  happened  to  all  of  us. 

Senator  Smoot.  But  if  you  can  buy  and  get  your  goods  within  3Q 
days  that  would  not  happen. 

Mr.  Thompson.  No;  but  we  have  gone  through  an  abnormal  con- 
dition. 

Senator  Smoot.  We  are  back  now  where  we  can  do  that. 

Mr.  Thompson.  Exactly,  but  this  time  last  year  we  were  all  run- 
ning full;  but  since  the  1st  of  October  up  to  about  six  months  ago- 
we  ran  about  40  per  cent.  We  naturally  nad  not  any  use  for  a  good 
deal  of  the  stuff  brought  over.  In  our  particular  instance  we  got 
permission  to  resell.  I  think  we  sold  to  the  Amoskeag  Mills  stuff 
which  we  did  not  need.     ' 

Senator  Smoot.  There  is  no  necessity  of  that  now? 

Mr.  Thompson.  No;  but  that  would  happen  under  any  conditions. 

Senator  Smoot.  That  is  one  reason  wny  the  license  system  is. 
altogether  wrong  in  principle.  Considering  the  way  the  system  has- 
worked  in  the  past,  to  compel  it  now,  when  a  manufactiu*er  of  this- 
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country  can  get  almost  anything  he  wants  at  any  time^  I  think  is 
unreasonable. 

Mr.  Thompson.  You  do  not  have  a  licensing  system.  You  have 
an  importable  list. 

Senator  McCumbeb.  Another  question  I  wanted  to  ask  is  this: 
I  think  Mr.  Metz  made  the  statement,  in  substance,  that  where  he 
desired  to  get  a  special  color  he  had  to  unite,  say,  two  or  three  or 
four  different  colors.  If  he  had  to  make  his  order  through  this 
board  he  would  then  be  giving  away  his  trade  secret  as  to  now  to 
get  that  particular  color,  which  would  work  to  his  detriment? 

Mr.  Thompson.  Well,  I  did  not  see  the  specific  color.  I  heard 
his  statement,  but,  as  a  matter  of  fact,  those  trade  secrets  do  not 
amount  to  a  hill  of  beans.  There  are  a  great  many  of  the  smaller 
dyers  who  have  not  sufficient  knowledge  to  combine  the  colors  in 
the  right  quantity.  We  make  oiu*  own  combinations.  I  heard  Mr. 
Metz  quote  the  different  colors  that  he  used.  Our  chemists  and 
our  own  dyers  make  that  combination  for  us;  whereas  some  little 
fellow  who  owned  his  own  plant  and  has  not  sufficient  knowledge  to 
make  them,  wants  to  buy  what  he  calls  a  direct  color  to  dye  that 
particular  shade « 

Senator  McCumbeb.  But  I  think  his  testimony  was,  for  instance, 
that  he  or  his  brother  or  someone  else  obtained  from  the  German 
manufacturer  of  dyes  of  a  particular  shade  just  the  shade  that  he 
wanted,  the  number  of  pounds,  or  by  licjuid  measure,  whichever  was 
used,  of  each  of  may  be  a  half  dozen  different  dyes  and  had  to  mi^ 
exactly  in  those  quantities;  that  that  then  became  his  own  trade 
secret  on  this  side  of  the  ocean,  and  if  he  ordered  that  through  this 
board  every  competitor  could  immediately  take  advantage  oi  what 
he  had  secured  in  Germany  and  make  the  same  shade. 

Mr.  Thompson.  I  could  not  follow  him  in  that  line  of  reasoning. 

Senator  McCumbbr.  I  may  not  have  it  exactly  right,  but  it  was 
something  along  that  line. 

Mr.  Thompson.  All  the  browns  and  slates  and  drabs  are  a  combi- 
nation of  three  colors,  generally  speaking.  You  can  buy  a  direct 
color  for  a  specific  shade,  but  somebody  Tike  Mr.  Metz  mixes  it  for 
the  manufacturer  instead  of  letting  the  manufacturer  mix  it  for  him- 
self.    We  do  our  own  mixing. 

Senator  McLean.  Do  you  have  any  difficulty  in  getting  shades  ? 

Mr.  Thompson.  No;  not  the  slightest. 

Senator  McCumber.  Can  you  match  in  your  establishment  any 
shade  that  is  produced  in  Germany  ? 

Mr.  Thompson.  I  should  say  within  reason;  yes. 

Senator  McCumber.  And  get  it  exactly  true  with  a  fast  color  ? 

Mr.  Thompson.  Our  colors  are  sent  to  us.  Take  a  printing  combi- 
nation. There  may  be  23  colors  in  the  combination.  The  designer 
draws  the  design  and  he  paints  it  in  water  color  or  oil  color.  We 
have  to  mateh  that  with  tne  dyestuff  that  we  have.  And  I  can  not 
say  that  we  would  absolutely  match  the  paint  on  that  sample,  but 
we  would  come  so  close  to  it  that  in  trade  usage  it  is  entirely  accept- 
able. 

Senator  Smoot.  Mr.  Thompson,  printing  cotton  goods  is  quite 
different  from  djeing  wool  piece  goods;  not  only  tnat,  but  your 
business  is  sufficiently  large,  so  that  you  can  have  the  very  best  of 
chemists,  and  no  doubt  you  do,  but  an  ordinary  woolen  plant  or  an 
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ordinary  cotton  plant  can  not  afford  them. .  They  not  only  need 
American  dyes,  but  they  need  foreign  dyes,  as  referred  to  by  Mr. 
Metz.  Those  sample  books  are  sent  to  iJl  of  the  manufacturers — ^in 
fact,  I  am  quite  sure  that  none  escaped  receiving  them,  and  a  formula 
is  given,  just  as  Mr.  Metz  says.  I  have  seen  thousands  of  them 
myself. 

Mr.  Thompson.  That  is  given  by  the  American  manufacturer  just 
the  same. 

Senator  Smoot.  I  say,  just  the  same  as  the  foreign  manufacturer. 
That,  of  course,  is  done  and  assists  the  small  manufacturer  in  securing^ 
the  shades  that  he  really  desires. 

Mr.  Thompson.  But  he  has  no  more  trouble  than  he  had  in  the 
old  days.  I  mean,  the  American  dyestuff  manufacturer  will  render 
the  small  woolen  manufacturer  the  same  assistance  as  he  got  in  the 
old  days. 

Senator  Smoot.  I  suppose  he  would.  I  do  not  think  there  is  any 
question  about  those  colors  being  greater  in  number,  and  I  think  you 
will  say  so  too,  that  are  manufactured  by  the  Germans,  and  the  com- 
binations of  color  that  the  Germans  manufacture  are  many,  many 
times  as  many  as  the  American  manufacturer  has.  • 

Mr.  Thompson.  There  are  a  great  many  colors  sold  by  the  Ger- 
mans, one  color  being  imder  four  or  five  names.  They  wanted  to 
put  a  mjrstery  around  it  so  they  could  control  a  certain  field.  A  man 
would  call  for  a  Six  B-O,  and  ABC  would  be  the  same  thing. 

We  are  getting  rid  of  that  sort  of  thing.  I  think  that  the  American 
manufacturer  is  selling  his  stuff,  as  far  as  I  know,  in  a  perfectly 
straight  manner. 

Senator  Smoot.  I  never  said  anything  to  the  contrary. 

Mr.  Thompson.  Oh,  I  understand  that. 

Senator  McLean.  The  firm  that  you  represent  does  not  take  or- 
ders from  the  Amoskeag  Co.  ?    You  do  not  work  for  them  ? 

Mr.  Thompson.  We  probably  could. 

Senator  McLean.  But  you  nave  not? 

Mr.  Thompson.  Some  oi  our  associates  have. 

Senator  McLean.  Have  any  complaints  come  to  you  direct  from 
the  Amoskeag  Co.  ? 

Mr.  Thompson.  I  know  Mr.  Demain  has  been  dissatisfied  with  the 
system  from  the  start,  and  nothing  will  reconcile  him  to  it.  That  is 
his  personal  equation. 

Senator  Smoot.  He  has  a  reason  for  it. 

The  Chairman.  I  would  like  to  interrupt  the  conmiittee  for  a 
moment.  Excuse  me,  Mr.  Thompson.  How  much  more  time  do 
you  desire  ? 

Mr.  Thompson.  I  am  through,  Mr.  Chairman. 

The  Chairman.  Word  has  just  been  conveyed  to  me  from  Senator 
Lodge  that  he  would  like  the  committee  over  on  the  floor  of  the 
Senate  to  vote  on  a  motion  that  is  coming  up  and  a  call  for  a  quorum. 
It  is  a  matter  of  some  importance.  In  view  of  that  fact,  pernaps  we 
ought  to  adjourn  the  committee  for  the  day. 

what  is  the  pleasure  of  the  committee  ? 

Senator  McLean.  If  the  witness  can  conclude  his  reply  to  this  last 
question,  I  am  through.     I  would  like  to  have  him  complete  his  reoly. 

The  Chairman.  Will  you  answer  Senator  McLean's  question,  Mr. 
Thompson  ? 
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Mr.  Thompson.  If  the  Senator  will  repeat  the  question. 

Senator  McLean.  In  reply  you  said  it  was  a  matter  of  the  personal 
equation  with  Mr. — somebody,  whose  name  I  have  forgotten 

Mr.  Thompson.  Mr.  Demain. 

Senator  McLean.  I  would  like  to  have  you  explain  what  you  mean 
by  that. 

Mr.  Thompson.  I  think  it  is  perfectlv  well  known  that  Mr.  Demain 
wants  protection  on  what  he  sells  and  he  wants  free  raw  materials; 
and  he  considers  dyestuffs  free  raw  materials. 

Senator  Smoot.  I  think  you  are  doing  him  an  injustice.  He  does 
not  say  he  wants  free  trade  in  dyestuflFs  at  all. 

Mr.  Thompson.  Then  we  simply  get  back  to  the  question,  Senator, 
Will  a  tariff  protect  against  the  German  cartel  ?  There  is  the  crux 
of  the  whole  thing.     I  can  not  believe  that  it  ever  will.     It  never  did. 

I  think  that  this  dyestuff  industry  has  got  to  be  placed  separately 
from  all  other  industries,  due  to  the  competition  of  the  German 
cartel,  which  was  a  very  ruthless  system.  It  is  not  necessary  to  go 
into  that.  It  is  simply  a  question  whether  jrou  believe  that  tms 
industry  can  be  fostered  under  a  protective  tariff.  Personally,  I  do 
not  believe  it  can. 

Senator  Smoot.  I  do,  and  I  have  every  reason  to  believe  that  it  can. 

Senator  Watson.  Have  you  any  investment  at  all  in  the  dye  in- 
dustry in  the  United  States  ? 

Mr.  Thompson.  I  have  some  shares  in  the  Du  Pont  Co.  I  have 
owned  them  for  a  good  many  years.  It  is  a  very  small  investment  in 
6  per  cent  debentures.  But  1  have  no  interest;  no.  As  a  consumer, 
my  interest  is  to  get  dyes. 

Mr.  Choate.  Before  we  adjourn,  Mr.  Chairman,  I  would  like  to  have 
incorporated  in  the  record,  m  view  of  the  incorporation  of  Senator 
Thomas's  speech,  the  answering  speech  of  Senator  Wolcott,  delivered 
in  the  Senate  on  the  Du  Pont-Levmstein  agreement,  which  appears  at 
page  8991  of  the  Congressional  Record,  volume  59,  No.  152. 

The  Chairman.  Most  of  us  heard  that  speech,  and  it  certainly  is 
"crowding  the  mourners''  to  republish  articles  from  the  Congressional 
Record.  If  you  desire  to  make  a  statement,  calling  the  attention  of 
the  committee  to  Mr.  Wolcott's  speech,  we  will  embody  your  state- 
ment in  the  record. 

Mr.  Choate.  I  only  thought  that  if  one  speech  went  in  it  was  only 
fair  to  have  the  answering  speech  go  in. 

The  Chairman.  The  other  speech  is  not  from  the  Congressional 
Record  and  not  alreadj  printed. 

The  stenographer  will  make  a  memorandum  that  Mr.  Choate  calls 
attention  of  the  committee  to  Senator  Wolcott's  speech,  which  will  be 
found  on  page  8991,  and  following,  of  the  Coi^gressional  Record  of 
June  3,  1920,  volume  59,  No.  152. 

The  committee  will  stand  adjourned. 

Senator  La  Follette.  I  desire  to  ask  Mr.  Thompson  some  ques- 
tions when  the  committee  meets  here  to-morrow. 

The  Chairman.  The  committee  will  stand  adjourned  until  to- 
morrow morning  at  half  past  10  o^clock.  The  witnesses  are  excused 
and  the  room  will  be  cleared  for  the  use  of  the  Treasury  experts. 

(Whereupon,  at  4.40  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Tuesday,  August  9,  1921,  at  10.30  o'clock  a.  m.) 
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Tuesday,  Aagust  9, 1921. 

The  committee  met,  pursuant  to  adjourmnent,  in  room  312,  Senate 
OflSce  Building,  at  10.30  o^clock  a.m.,  Senator  Boies  Penrose  presiding. 

Present:  Senators  Penrose  (chairman),  McCumber,  Smoot,  La 
Follette,  Dillingham,  McLean,  Watson,  Calder,  Curtis,  Sutherland, 
Sinmions,  and  Jones. 

The  Chairman.  The  committee  will  be  in  order.  Senator  Curtis 
desires  to  make  a  statement  to  the  committee  in  open  session. 

Senator  Curtis.  Mr.  Chairman,  it  is  perfectly  obvious  from  the 
length  of  time  that  has  been  already  consumed  that  it  is  impossible, 
unless  some  new  plan  is  adopted,  to  get  this  bill  reported  out  and  to 
act  upon  the  revenue  bill  within  any  reasonable  time.  I  have  taken 
the  trouble  to  look  over  the  hearings  of  the  House,  having  read  all  the 
hearings,  some  36  reports,  and  I  noticed  in  the  House  they 
adopted  the  plan  of  allowing  each  witness  10  minutes  and  permitting 
the  witness  to  file  a  brief. 

In  view  of  the  urgency  of  this  matter,  and  the  importance  of  getting 
this  legislation  through  at  an  early  date,  I  propose  the  following  resolu- 
tion: 

Resolved f  That  hereafter  no  witness  shaU  be  heard  on  any  one  subject  longer  than 
15  minutes  and  that  every  such  witness  shaU  have  a  right  to  file  a  brief. 

The  Chairman.  Has  any  member  of  the  committee  any  conmient 
to  make  on  the  resolution  offered  by  Senator  Curtis  ? 

Senator  La  Follette.  I  think,  Mr.  Chairman,  you  might  just  as 
well  adopt  a  resolution  to  hold  no  hearings  whatever  as  to  adopt  that 
resolution.  That  will  afford  just  about  time  enough  for  gentlemen 
to  make  their  demands  with  no  opportunity  to  sift  uiem  out,  subject 
them  to  cross-examination,  or  get  at  the  facts.  It  would  reduce  the 
hearing  before  this  committee  to  a  mere  special  pleading  on  the  part 
of  the  interests.  I  suppose  if  this  matter  is  to  be  taken  up  it  ought 
to  be  taken  up  with  some  notice  to  the  conmiittee,  so  that  all  members 
of  the  committee  may  have  an  opportunity  to  be  present  and  express 
themselves  upon  it. 

The  Chairman.  The  Chair  is  greatly  impressed  with,  the  fact  that 
these  hearings  are  spreading  like  a  forest  fire,  and  if  the  conflagration 
is  not  stopped  the  whole  countrv  will  be  consumed,  in  a  sense.  We 
will  never  get  through.  Already  there  are  nearly  300  requests  for 
hearings,  many  of  them  duplications,  which  it  seems  impossible  to 
consolidate.  1  figure  that  if  the  hearings  already  requested  are 
granted  and  interminable  time  is  taken  in  their  statements,  and, 
what  is  a  still  worse,  abuse,  the  tendency  of  the  members  of  the  com- 
mittee to  mterrogate  without  Ihnit  and  to  get  into  arguments  with 
the  witnesses,  it  will  easily  take  two  or  three  months  to  get  through 
with  the  hearings  already  in  sight.  Certainly,  the  American  people 
and  the  public  and  the  committee  do  not  want  that  condition  to  arise. 

Senator  Curtis.  I  would  like  to  state,  Mr.  Chairman,  that  I  notice 
in  the  House  hearings  a  good  deal  of  the  10  minutes  allowed  a  witness 
was  consumed  by  questions  of  the  members  of  the  committee,  and 
in  one  or  two  instances  where  the  subject  was  very  important  and 
they  had  not  gotten  through,  the  time  was  extended.  It  seems  to 
me  that  ought  to  be  left  to  the  committee  to  determine. 

The  Chairman.  I  assume  that  in  a  special  case  unanimous  con- 
sent or  even  a  majority  vote  would  permit  an  extension  of  the  hear- 
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ings.  Certainly  the  members  of  the  coimnittee  ought  to  check  them- 
selves and  refrain  from  getting  into  arguments  with  the  witnesses  and 
bulldozing  them.  Something  has  got  to  be  done  or  we  will  never 
get  through. 

It  Senator  MoLban.  Certainly,  as  far  as  this  particular  matter  now 
under  consideration  is  concerned,  it  seems  to  me  we  ought  to  attempt 
to  limit  the  hearings.  What  may  be  necessary  when  we  come  to  tne 
schedules  I  do  not  Know. 

Senator  Shoot.  Is  there  any  reason  why  they  should  be  extended 
anv  further  ? 

Senator  McLean.  I  do  not  know  that  there  is,  but  there  might  be 
an  instance  where  it  would  be  valuable  to  the  committee.  J^  sug- 
gested by  the  Senator  from  Wisconsin,  there  might  be  a  case  where  a 
statement  of  a  witness  ought  to  be  investigated  in  order  that  we 
might  get  at  the  cost  and  all  that  sort  of  thi^. 

Senator  Curtis.  That  could  be  done  at  the  time.  That  was  done 
in  the  House.  There  is  no  intention  on  my  part  to  shut  off  anybody 
from  getting  all  the  information  necessary,  but  I  do  know  from  the 
way  tne  hearings  have  gone  on,  and  I  know  from  our  experience  in 
the  dj^e  hearings  before,  that  unless  you  apply  some  rule  of  this  kind 
you  will  not  get  this  bill  out  for  four  monuis. 

Senator  La  FoLLETTB.' You  had  better  not  get  it  out  for  four 
months  than  to  get  it  out  on  an  imperfect  statement  of  the  facts. 

Senator  Cubtis.  Senator,  there  has  not  been  anything  new  devel- 
oped at  all. 

Senator  La  Follette.  The  hearings  before  the  Ways  and  Means 
Committee  on  the  Payne-Aldrich  bill,  as  I  remember  it,  covered  some 
12  or  14  volmnes  of  printed  testimony. 

Senator  Curtis.  'Hiere  are  36  in  tms. 

Senator  La  Follette.  And  that  was  taken  up,  in  considerable 
portion  at  least,  by  questions  propounded  and  answered.  It  was  not 
simply  a  compilation  of  special  pleading  in  the  form  of  briefs. 

Senator  Dillingham.  What  was  the  extent  of  the  hearings  on  the 
Payne-Aldrich  bill  in  the  Senate  ? 

Senator  La  Follette.  They  lasted  for  many  weeks. 

The  Chairbcax.  They  lasted  for  six  months,  according  to  my 
recollection. 

Senator  Smoot.  They  were  not  open  hearings. 

The  Chairman.  In  the  House  they  were;  in  the  Senate  there  were 
no  public  hearings. 

Senator  Dillingham.  I  said  in  the  Senate. 

Senator  La  Follette.  In  the  Senate  the  hearings  were  private  and 
lasted  48  hours,  and  the  manufacturers  were  let  in  at  the  back  door. 
The  public  was  not  permitted  to  appear  and  was  not  represented  at  all. 

The  Chairman.  I  do  not  remember  any  back  door.  There  was 
only  one  door,  according  to  my  recollection. 

Senator  Watson.  Mr.  Chairman,  I  think  we  ought  to  consider  the 
business  of  this  conmiittee  in  connection  with  the  business  of  the 
Senate.  The  situation  is  such  that  if  we  are  asked  to  pass  the  railroad 
bill,  the  foreim  funding  bill,  the  tax  bill,  and  the  tariff  bill,  and  to 
consider  the  Newberry  case,  which  is  one  of  the  highest  privilege,  it 
would  be  impossible  for  us  to  do  all  those  things  even  if  we  were  to 
begin  now,  and  it  is  quite  evident  that  if  we  go  on  with  these  hearings 

81527— 22— D  B 31 


660  TABIFF  HBABIKGS. 

the  way  they  have  been  going  on  this  bill  will  not  be  reported  from 
this  committee  in  the  next  two  months,  and  it  will  be  impossible  for 
us  to  pass  it  and  the  tax  bill  before  the  1st  of  December. 

Senator  La  Follette.  Unless  you  can  adopt  cloture  in  the  Senate, 
Senator,  you  will  not  expedite  the  passage  of  this  bill  by  cutting  off 
these  hearings.  That  is  mv  judgment  about  it,  and  I  do  not  befieve 
you  can  adopt  cloture  in  the  Senate  on  a  tariff  bill. 

Senator  Watson.  I  think  we  can  meet  that  situation  when  we  come 
to  it.  I  think  ways  and  means  can  be  found  for  a  majority  in  the 
Senate  to  legislate  and  have  hearing  that  are  reasonably  {sIt  and 
an  opportunity  given  for  such  exammation  as  may  be  necessarv  on 
the  things  that  are  most  important;  certainly  that  is  all  anvBodv 
has  a  rigkt  to  ask,  at  least,  from  my  viewpoint.  I  am  not  seeking 
to  speak  for  anybody  else.  But  the  cross-examination  of  any  witness 
can  DC  made  intermmable;  there  is  no  limit  to  the  questions  that  can 
be  asked;  then  members  naturally  get  into  debate  among  themselves 
and  consume  more  time  than  they  do  in  talking  with  the  witness 
or  the  witness  does  in  his  examination.  I  think  the  thing  to  do  is  to 
adopt  some  cloture,  and  therefore  I  second  the  motion  made  by 
Senator  Curtis. 

The  Chairman.  Of  course,  here  is  this  embargo  question.  We  all 
recognize  the  widespread  interest  in  it,  and  yet  we  have  spent  several 
days  conducting  hearings,  with  no  new  light  that  I  can  see  on  any- 
thmg  that  is  not  contained  in  the  voluminous  hearings  held  within  a 
very  short  period  by  a  subcommittee  of  this  conmiittee.  The 
situation  is  becoming  intolerable  and  will  be  a  just  subject  of  criticism 
on  the  part  of  the  American  people.  Hence,  I  have  permitted  this 
discussion  to  be  held  in  open  session  in  order  that  the  puolic  may  know 
that  the  committee  is  impressed  with  the  importance  of  restricting 
these  hearings,  without  any  desire  to  suppress  the  truth,  of  course, 
but  with  a  desire  of  permitting  all  the  illumination  possible  con- 
sistent with  reason  ana  good  sense.  I  will  therefore  put  the  question 
in  open  session. 

Senator  La  Follette.  I  ask  for  a  roll  call. 

The  Chairman.  A  roll  call  has  been  requested  and  the  derk  will  call 
the  roll. 

Senator  Smoot.  I  want  to  say,  Mr.  Chairman,  that  I  recognize  the 
fact  that  if  we  are  going  to  get  this  bill  out,  and  if  we  are  goin^  to 
take  each  of  these  scnedmes  up,  there  has  got  to  be  some  kind  of  a  limi- 
tation made.  You  are  making  a  limitation,  though,  upon  the  most 
vital  questions  just  the  same  as  you  would  upon  any  one  little  unim- 

{^ortant  item,  and  I  think  that  we  ought  to  wind  up  these  hearings,  as 
ar  as  the  American  valuation  and  the  embargo  questions  are  con- 
cerned, that  we  ought  to  have  a  meeting  of  the  committee,  that  then 
we  ought  to  decide  what  we  are  going  to  do  with  those  two  questions, 
and  then  start  the  hearings.  Then  tnere  would  not  be  so  very  much 
trouble. 

The  Chairman.  I  will  state,  and  I  have  already  announced,  that 
it  is  the  purpose  of  the  committee,  when  these  hearings  on  the  embargo 
and  American  valuation  are  closed,  which  will  be  to-day,  the  com- 
mittee will  proceed  in  executive  session  and  in  conference  with  the 
Government  experts  to  determine  the  policy  of  this  committee  on 
these  questions.    Then  having  provided  the  basis  for  the  calculation 
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of  duties,  we  will  proceed  to  hold  a  limited  niimber  of  hearings  on  the 
duties. 

Senator  Dillingham.  Mr.  Chairman,  if  it  is  the  intention  of  the 
committee  to  close  these  hearings  on  the  embargo  to-day—; — 

Senator  La  Follette.  It  is  closing  the  hearings  on  the  bill,  not  the 
embargo.     That  is  the  purpose  of  this  resolution,  as  I  understand  it. 

Senator  Dillingham.  Will  you  permit  me  to  complete  my  state- 
ment? 

Senator  La  Follette.  I  beg  your  pardon. 

Senator  Dillingham.  If  it  is  the  purpose  of  the  committee  to  close 
the  hearings  on  the  embargo  to-day  it  might  be  well  to  let  this  resolu- 
tion go  over  imtil  the  next  meeting,  in  order  that  there  may  be  a  full 
committee,  because  then  we  will  be  facing  a  new  situation.  We  shall 
have  before  us  everything  that  has  been  said  on  the  question  of 
American  valuation  and  on  the  question  of  the  embargo,  and  if  we 
can  dispose  of  those  two  questions  the  whole  question  of  taking  up 
the  schedule  will  be  before  us  and  we  can  intelligently  adopt  a  rule. 

Senator  Curtis.  Let  us  vote  on  this  and  make  it  applicable  after 
the  disposition  of  the  valuation  and  embargo  questions. 

The  Chairman.  Let  us  vote  on  this  to-day  to  go  into  effect  after 
those  questions  are  decided. 

Senator  McLean.  Or  you  might  amend  your  resolution  to  read 
'*  until  otherwise  ordered.'' 

The  Chairman.  If  there  is  no  objection,  that  will  be  the  under- 
standing, that  the  rule  shall  not  apply  to  the  pending  hearing. 

vSenator  La  Follette.  That  is,  it  does  not  apply  to  the  hearings  on 
embargo  and  valuation,  but  it  does  apply  to  the  Hearings  upon  the  bill 
which  we  have  not  yet  taken  up,  the  schedules  ? 

The  Chairman,  i  es.  It  is  there  that  we  will  be  protected  from 
delay  caused  by  absent  Senators  on  other  matters. 

Senator  La  J  ollette.  I  want  a  roll  call  on  that. 

Senator  Calder.  I  shall  vote  for  the  resolution  with  the  under- 
standing that  if  an  extraordinary  case  should  arise  where  it  might 
become  important  to  extend  the  hearing  of  an  individual  witness 
that  may  be  done. 

The  Chairman.  It  has  just  been  stated  by  myself,  and  I  think  by 
others,  that  in  extraordinary  cases  unanimous  consent  at  any  time  can 
waive  the  rule,  or  a  vote  can  suspend  the  rule  or  repeal  it.  The  clerk 
will  call  the  roll. 

The  clerk  called  the  roll;  and  there  were — yeas,  7;  nays,  1;  not 
present,  8,  as  follows: 

Yeas:  Calder,  Curtis,  Dillingham,  McLean,  Smoot,  Watson,  and 
Penrose — 7.  Nays:  La  Follette — 1.  Notpresent:  Gerry,  Jones, 
McCumber,  Reed,  Simmons,  Sutherland,  Walsh,  and  Williams — 8. 

The  Chairman.  The  motion  is  therefore  agreed  to,  and  the  rule 
will  stand  as  the  rule  of  the  committee  until  otherwise  ordered. 

Has  Mr.  Thompson  finished  his  statement  ? 

wSenator  Smoot.  I  understood  he  was  through  last  night. 

Senator  Watson.  I  think  Senator  La  Follette  asked  him  to  be 
present  to-day  in  order  that  he  might  ask  him  some  questions. 

Senator  I^  Follette.  I  did. 

The  Chairman.  Mr.  Thompson,  are  you  prepared  to  go  on  ? 
,  Mr.  Thompson.  Yes,  sir. 
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ftTATEMBlTT  OF  HENBY  B.  THOMPSON,  BEPBESSNTZNG  THB 
KATIONAI^  ASSOCIATION  OF  FINISHEBS  OF  COTTON  FABBIG8— 
Besmned. 

The  Chairman.  You  are  here  this  morning,  Mr.  Thompson,  after 
closing  your  statement  yesterday,  as  I  recollect,  at  the  request  of 
Senator  Ija  Follette,  who  desires  to  address  certain  inquiries  to  you. 

Mr.  Thompson.  Senator,  before  I  answer  any  inquiries,  I  Vould 
like  to  supplement  a  statement  that  I  made  yesterday  afternoon. 
One  of  your  members  asked  me  if  I  had  any  interest  in  the  stock  of 
any  company  manufacturing  dyestufFs,  and  my  answer  was  that  I 
owned  200  snares  of  the  6  per  cent  debenture  stock  of  the  Du  Pont 
'Co.  In  addition  to  that  I  had  overlooked  the  fact  that  I  do  own  150 
shares  in  the  Newport  Co.,  and  I  would  like  to  explain,  if  you  will 
permit  me,  exactly  the  way  I  owned  these  stock. 

I  suppose  about  10  years  ago  I  purchased  $10,000  worth  of  4  per 
cent  bonds  in  the  Du  ront  Co.,  and  probably  a  year  later  an  equal 
amount  of  the  preferred  stock  in  the  Hercules  Co.,  when  that  was 
issued.  Later  I  sold  both  of  those  securities  and  put  the  money,  or 
the  equivalent  of  the  money,  into  the  6  per  cent  debenture  bonds 
which  I  now  own. 

Senator  Smoot.  What  is  the  amoimt  of  the  bonds,  the  face  value 
of  the  bonds  ? 

Mr.  Thompson.  To-day  I  suppose  they  would  be  worth  about 
$15,000.  I  acquired  the  Newport  stock  in  this  way:  I  have  for  a 
period  of  about  10  years  been  in  the  habit  of  buying  in  a  smaU  way 
certain  securities  of  a  young  man,  who  is  an  intimate  friend  of  my 
children,  Mr.  Mathey,  who  is  connected  with  the  firm  of  William  A. 
Reed,  of  New  York. 

About  18  months  ago  he  came  to  my  office  and  stated  that  the 
company  was  selling  a  new  industrial  stock  which  he  thought  would 
interest  me,  which  was  this  Newport  stock.  After  reaoing  their 
prospectus  I  told  him  to  put  me  down  for  150  shares.  That  was  the 
first  time  I  had  known  of  the  company,  and  my  interest  is  simply 
the  amount  that  I  purchased.  The  reason  I  have  gone  into  these 
details  is  that  I  would  not  want  you  to  think  that  my  ownership  of 
these  securities  influenced  me  in  any  way  in  my  attitude  toward  this 
legislation,  because  if  it  did  I  think  my  directors  would  be  entirely 
justified  in  firing  me,  and  I  think  they  would  fire  me.  I  do  not  thinK 
they  would  keep  me  in  my  position,  because  my  real  interest  in  this 
thing — I  can  put  it  very  briefly — ^is  this:  I  think  it  was  in  answer  to 
a  question  yesterday  tnat  Mr.  Metz  stated  that  he  believed  80  per 
cent  of  the  dyestuffs  used  in  this  country  was  now  manufactured  here 
and  that  the  Germans  were  supplying  us  20  per  cent.  It  is  really 
that  20  per  cent  that  most  of  us  are  mterested  in  to-day,  and  it  is 
really  vital  to  the  perpetuation  of  a  great  deal  of  our  business. 

I  will  take  one  ofour  plants,  the  Pawtucket  plant,  as  an  illustration. 
Our  printing  there  is  on  shirtings  which  have  to  be  printed  in  these 
fast  colors,  the  vat  colors,  and  prints  which  require  rhodamine  6-^, 
which  is  not  made  in  this  country. 

Now,  what  is  true  of  our  Pawtucket  branch  is  true  of  all  our  com- 
petitors— the  American  Printing  Co.  at  Fall  River,  the  Pacific  Mills, 
and  it  is  true  of  other  mills,  such  as  the  Amoskeag  and  the  Lancaster 
Mills  and  every  Southern  gingham  mill.  We  are  dependent  to-day 
for  all  our  supply  of  colors  on  a  German  monopoly.    Frankly, 
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I  do  not.  feel  that  that  is  a  healthy  condition.  We  can  not  get 
those  colors  to-dav,  except  in  a  very  limited  way  and  at  a  very 
high  price,  from  the  American  manufacturer.  They  are  not  made 
in  quantity.    The  result  of  that  is  that  it  leaves  us  open  to  these 

{possibilities.  One  we  have  arrived  at  already.  The  German  manu- 
acturer,  knowing  that  he  has  lost  a  large  part  of  this  market,  has 
naturally  advanced  his  price  very  radically  on  the  colors  that  he 
is  selling  to  us.  I  can  not  say  exactly,  but  offhand  I  should  say  the 
prices  that  we  pay  for  these  vat  colors  are  four  times  what  we  were 

flaying  before  the  war.  I  question  very  seriously  if  their  manu- 
acture  has  advanced  in  the  same  ratio.  Of  course  their  cost  of 
manufacture  has  advanced.  The  German  cartel  have  the  privilege 
of  putting  those  prices  to  any  figure  they  want. 

Here  is  a  possible  danger,  and  J  do  not  think  it  is  an  unaginary 
danger:  They  have  a  right  not  to  sell  us  at  all,  and  enable  the  Ger- 
man manufacturer  of  ginghams  and  of  fast  color  prints  to  export  his 
goods  into  this  country  and  sell  their  colors  through  the  Uerman 
manufacturer.  In  that  way  they  would  kill  two  birds  with  one  stone; 
they  would  sell  their  color  and  the  cotton  mill  products  of  Germany 
to  this  country  m  a  very  large  way  because  the  gingham  industry 
and  the  percale  industry  and  the  shirting  industry  form  a  very  lai^e 
part  of  tne  cotton  business.     I  think  that  is  really  a  source  of  aanger. 

There  seems  to  be  some  fear  expressed  by  some  of  the  gentlemen 
here  about  a  monopoly.  We  are  to-day  uving  by  the  grace  of  a 
German  monopoly  for  a  large  part  of  our  Dusiness,  and  it  is  that  idea 
that  I  am  interested  in,  seeing  the  whole  dye  industry  perpetuated 
here.  I  could  not  think  of  this  legislation  being  anythmg  more  than 
temporary.  If  these  gentlemen  can  not  manufacture  goods  in  com- 
petition with  the  Germans  in  the  next  three  or  four  years,  they  had 
better  throw  up  their  hands. 

Senator  La  Follbtte.  Mr.  Chairman,  I  am  obliged  to  leave  the 
committee  room  to  attend  upon  a  meeting  of  the  Committee  on 
Interstate  Commerce  that  takes  up  at  11  o'clock  the  Townsend  bill 
to  further  finance  the  railroads.  1  am,  therefore,  obliged  to  forego 
the  opportunity  to  ask  any  questions  of  this  witness  or  any  other 
witness  that  may  attend  during  the  morning  hearings. 

Senator  Smoot.  Will  you  be  here  this  afternoon  ? 

Senator  La  Follette.  I  will  be  here  this  afternoon  if  this  com- 
mittee is  in  session  and  the  other  committee  is  not  in  session. 

Senator  Smoot.  Is  there  any  other  member  of  the  committee  who 
desires  to  ask  Mr.  Thompson  any  questions  as  to  this  embargo 
proposition  ?  If  not,  Mr.  Thompson,  we  will  excuse  you.  We  will 
now  call  Mr.  G.  E.  Hayward. 

STATEMENT  OF  GE(»aE  E.  HAYWARD,  MARIETTA.  OHIO,  REPRE- 

8ENTINO  THE  MARIETTA  REFINING  CO. 

Senator  Smoot.  Mr.  Hayward,  will  you  please  state  for  the  record 
your  name,  your  residence,  and  whom  you  represent  ? 

Mr.  Hayward.  George  E.  Hajrward,  Marietta,  Ohio.  I  represent 
the  Marietta  Refining  Ck).,  of  Marietta,  Ohio. 

Senator  Smoot.  You  may  proceed. 

Mr.  Hayward.  We  have  been  engaged  in  the  dyestuff  business. 
The  Marietta  Refining  Co.  was  formerly  &  company  engaged  in  refining 
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Sjtroleum.  Their  works  were  destroyed  by  a  disastrous  flood  in  the 
hio  Valley,  and  by  a  set  of  circumstances  tney  engaged  in  the  manu- 
facture of  aniline  (JyestufFs  in  the  latter  part  of  1918.  There  are  only 
a  few  persons  interested  in  this  company.  We  regarded  the  business 
as  rather  hazardous  and  we  did  not  invite  very  much  public  partici- 

?ation.  The  community,  however,  has  some  interest  in  this  matter. 
Ve  disbursed  in  our  town  $83,000  in  labor  pay  rolls  last  year  and 
about  $30,000  in  salaries.  So  that  the  public  of  our  communit\^  has 
some  little  interest,  and  we  feel  that  in  view  of  the  intermediates  that 
we  are  manufacturing,  or  one  intermediate  especially,  and  the  fact 
that  our  apparatus  is  adaptable  to  it,  there  mi^ht  be  some  national 
interest  in  this  matter  on  account  of  national  deiense. 

Senator  Smoot.  What  are  you  making  in  the  way  of  intermediates  ? 

Mr.  Hayward.  We  are  making  dimetnylanilin.  That  is  one  of  the 
important  intermediates  in  making  basic  colors  and  other  colors. 
We  also  make  three  basic  coal-tar  colors  of  what  are  regarded  as  some 
of  the  higher  classes  of  basic  coal-tar  products;  m^acUte  green, 
brilliant  green,  and  auramine. 

Aside  irom  the  community  interest,  I  perhaps  would  not  ask  to  be 
heard  before  this  committee,  except  for  one  particular  reason,  which 
I  wiU  get  to  in  just  a  moment. 

We  feel  that  under  normal  conditions  we  would  not  fear  German 
competition  if  a  reasonable  tariff  were  maintained  on.  the  aniline 
products,  about  the  same  as  there  is  now  or  possibly  some  increase 
according  to  the  present  condition,  but  our  greatest  concern  is  on 
account  of  the  foreign  exchange  situation. 

You  perhaps  are  well  acquainted  with  the  fact  that  the  present 
German  currency  is  only  one-sixteenth  of  its  normal  value;  and  that 
the  German  laborer,  although  highly  paid  at  the  present  time  in  their 
currency,  the  dyestuff  laborer  is  only  receiving  now  56  cents  a  day 
on  an  average  in  our  currency;  and,  as  we  have  to  pay  our  laborers 
according  to  our  own  currency  and  sell  in  the  same  market  with  the 
German  who  pays  in  his  currency,  we  are  in  the  same  predicament 
that  Switzerlana  is  in  who  has  an  appreciated  currency  with  reference 
to  Germany,  although  we  are  in  a  worse  position  of  any  of  the  coun- 
tries because  our  currency  is  the  most  appreciated.  Therefore, 
coming  in  competition  with  a  country,  or  any  number  of  countries, 
that  has  a  depreciated  currency  we  are  at  a  great  disadvantage,  be- 
clluse  the  cost  of  many  of  the  so-called  raw  materials  depends  upon 
the  cost  of  labor.  For  example,  dimethylanilin  is  a  raw  material,  or 
has  been  a  raw  material  to  us,  but  it  represents  the  element  of  manu- 
facture which  goes  back  to  labor,  and  its  real  cost  is  finally  largely 
labor.  Therefore,  Germany  with  this  depreciated  currrency  trading 
with  neighbor  countries  also  with  depreciated  currency  can  supply 
this  material  without  dealing  with  us.  ThereTore  the  current  is  all 
against  us.  Not  only  the  dyestuff  manufacturers,  but  other  manu- 
facturers will  in  course  of  time  feel  the  effects  of  this. 

Senator  Smoot.  I  have  a  letter  here  from  an  importer  in  which 
there  appears  a  statement  which  I  would  like  to  read  to  you.  1 
wanted  to  ask  you  whether  you  had  any  experience  in  your  line  that 
would  justify  any  such  statement.     The  statement  is: " 

The  theory  that  exchange  cheapens  the  product  is  not  in  accord  with  the  facts,  as  in 
our  experience  we  have  paid  in  many  instances  over  2,000  per  cent  higher  cost  than 
those  of  prewar  times,  and  on  many  mvoices  this  rule  has  been  so  positive  that  it  is 
almost  a  truism. 
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Do  you  think  that  that  statement  is  correct  ? 

Mr.  IIaywabd.  I  still  think  it  will  hold. 

Senator  Smoot.  Do  you  not  know  that  it  is  not  correct  ? 

Mr.  Haywabd.  No;  1  do  not. 

Senator  McLban.  It  would  depend  on  the.  degree  of  competition 
that  this  particular  ai*ticle  would  meet  with,  would  it  not  ?  If  they 
are  making  something  that  we  do  not  make  here  they  could  fix  the 
price,  could  they  not  1 

Mr.  IIaywabd.  The  cost  of  the  making,  however,  all  depends  on 
how  much  thev  paid  out  for  labor. 

Senator  McLean.  I  am  not  speaking  of  the  cost  of  making.  I  am 
speaking  of  the  price  that  the  importer  paid.  However,  that  is  all 
nght.     Proceed. 

Mr.  Haywabd.  We  made  our  calculations  in  entering  this  business 
that  there  would  be  no  advance  whatever  in  the  tariff,  and,  therefore, 
.  were  it  not  for  this  exchange  situation  we  feel  we  could  compete. 

A  statement  was  made  by  a  witness  here  yesterday,  a  man  well 
informed  in  the  business 

Senator  Simmons.  Pardon  me.  Then,  it  must  be  yoxu*  opinion 
that  if  the  tariff  were  increased  to  the  point  whore  it  would  overcome 
this  exchange  business  that  would  be  all  that  would  be  necessary  i 

Mr.  Haywabd.  Yes,  sir. 

Senator  Simmons.  Have  you  any  definite  idea  of  how  much  your 
present  duty  would  have  to  be  increased  in  order  to  accomplish  that 
result?  ' 

Mr.  Haywabd.  Of  com'se,  there  are  financial  and  economic  forces  at 
work  in  the  world  and  no  one  knows  how  they  will  work  out,  but  if 
this  exchange  situation  works  out  as  I  think  it  will  it  would  take  a 
very  large  tariff.  As  the  exchange  works  higher  the  necessity  of  a  high 
tanff  wm  diminish.  If  the  exchange  were  normal  I  do  not  think  we 
would  need  very  much  moro  tariff. 

Senator  Smoot.  The  American  valuation  would  help  that. 

Mr.  Haywabd.  The  American  valuation  would  help  very  greatly, 
of  course. 

Senator  Smoot.  Proceed. 

Mr.  Haywabd.  A  witness  yesterday  made  the  statement  that  the 
larger  manufacturers  in  the  United  States  would  monopolize  the 
business  through  the  fact  that  thev  control  the  intermediates.  So 
far  as  our  plant  is  concerned,  wnich  involves  only  a  capital  of 
$150,000, 'it  does  not  fear  that  situation  at  all.  There  was  a  tre- 
mendous shortage  of  dimethylanilin  and  we  put  in  our  plant  and 
made  our  own,  and  we  can  go  back  further  than  that  if  necessarv. 
I  do  not  think  there  is  anything  real  about  that  menace.  The  only 
thing  that  causes  us  not  to  continue  to  develop  our  business  in  a 
larger  way  is  the  fact  that  we  feel  we  are  up  against  an  impass6  in 
this  exchange  situation,  which  is  only  beginning  to  work  out.  We 
have  developed  three  important  basic  colors,  but  we  are  right  on 
the  edge  of  a  half  dozen  more. 

Senator  Simmons.  Have  you  made  any  investigation  with  a  view 
to  ascertaining  the  value  at  which  the  products  you  make  are  invoiced 
when  imported  into  this  country  ? 

Mr.  Haywabd.  I  could  give  you  some  figures  as  to  the  invoices 

Senator  Simmons.  I  am  not  talking  now  about  the  price  at  which 
they  sell  in  the  foreign  coimtry,  but  1  am  talking  about  the  invoice 
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prices  when  they  are  imported  into  this  country.  There  seems  to 
oe,  from  the  testimony  that  we  have  had  heretofore,  some  differ- 
ence between  the  foreign  selling  price  and  the  invoice  price,  the 
price  at  which  the  importer  values  his  goods  for  the  purpose  of  the 
application  of  the  tariff.  That  is  what  I  would  like  to  ascertain, 
whether  you  are  comparing  your  cost  of  production,  or  the  market 
price  of  your  product,  with  the  foreim  cost  of  production,  or  rather 
the  German  cost  of  production,  and  the  German  selling  price,  or 
have  you  been  comparing  it  with  the  actual  price  at  which  the 
German  exporter  mvoices  his  goods? 

Mr.  Hayward.  We  take  account  of  both  the  American  valua- 
tion  

Senator  Simmons.  I  am  not  talking  about  the  American  valua- 
tion; I  am  talking  about  the  value  that  is  actually  placed  upon  the 
goods  by  the  importer  for  purposes  of  assessing  the  duties  against 
those  goods. 

Mr.  Hatward.  I  am  not  posted  on  that  subject. 

Senator  Simmons.  I  am  asking  that  question  because  witnesses 
have  testified  here,  not  in  this  hearing  but  in  the  hearings  upon  the 
emergency  tariff,  that  the  invoice  prices  of  German  goods  now  are 
higher  than  they  were  before  the  war,  and  that  the  duties  are  being 
paid  in  New  York  upon  German  goods  at  a  higher  valuation  than  that 
upon  which  they  were  paid  before  the  war. 

Mr.  Hayward.  That  may  be  true.  I  do  not  have  any  experience 
along  that  line. 

Senator  Simmons.  That,  if  continued,  would  seem,  so  far  as  you  are 
concerned,  to  remove  your  trouble  about  this  exchange  situation. 
You  are  only  interestea  in  the  exchange  situation  to  the  extent  that 
it  affects  the  value  upon  which  the  duty  is  levied.  Now,  if  that 
price,  that  value,  is  as  nigh  as  it  was  before  the  war  and  higher — and 
that  is  what  the  witness  said — I  do  not  see  how  you  would  suffer  by 
this  low  exchange  rate;  that  is,  if  that  continues.  I  do  not  know 
whether  that  is  a  permanent  condition  or  not,  but  the  customs 
officials  testified  that  it  was  an  actual  condition. 

Mr.  Hayward.  We  are  obliged,  however.  Senator,  to  base  our  cal- 
culations on  what  they  can  do  rather  than  what  they  have  done, 
because  they  are  only  just  getting  ready  with  this  campaim. 

Senator  Simmons.  The  value  of  German  goods  upon  wnich  duties 
are  being  paid,  is  not  that  the  question  ?  Of  course,  assuming  always 
that  that  is  to  continue. 

Mr.  Hayward.  Of  course,  in  cutting  prices  they  do  not  do  it  all  at 
once.  They  do  it  so  they  can  get  a  little  under  the  price  until  the 
other  fellow  gives  out.  That  is  all  that  is  necessary.  They  natu* 
rally  want  to  make  all  the  money  they  can. 

Senator  Simmons.  You  have  not  looked  into  that  situation  that  I 
am  discussing? 

Mr.  Hayward.  I  have  made  some  inquiries. 

Senator  Simmons.  Did  you  get  any  facts  as  the  result  of  such 
inauiries  ? 

Mr.  Hayward.  Thej  are  furnishing  auramine  in  bond  at  about  the 
same  price  we  are  sellmg  it  for  in  New  York  City. 

Senator  Simmons.  You  mean  to  say,  then,  it  is  invoiced  when 
imported  at  about  the  same  price  at  which  you  are  selling  itf 

Mr.  Hayward.  Yes,  sir. 
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Senator  Simmons.  And  the  duty  is  paid  upon  that  invoice  price  t 

Mr.  Hatwabd.  Yes,  sir. 

Senator  Simmons.  So  you  are  not  hurt  if  the  foreign  market  price 
is  falling? 

Mr.  Hatwabd.  It  is  my  opinion  that  unless  this  embargo  is  placed 
that  any  American  color  oyer  40  cents  a  pound  will  disappear.  That 
is,  the  American  manufacturers  will  be  driven  out  of  Dusiness.  I 
give  you  that  as  my  opinion  after  a  careful  investigation. 

Senator  Simmons.  1  did  not  catch  that  statement. 

Mr.  Hatwabd.  I  said  that  any  manufactiu^r  producing  any  color 
costing  over  40  cents  a  pound  will  be  driven  out  of  business. 

Senator  Simmons.  Unless  the  duty  is  increased. 

Senator  McLean.  He  did  not  say  that. 

Mr.  Hatwabd.  Any  reasonable  ordinary  duty  that  has  been  con- 
sidered for  any  time.  For  instance,  the  present  duty  would  not 
enable  any  modem  color  to  be  manufactured  in  the  United  States 
that  costs  over  40  cents  a  pound. 

Senator  Simmons.  But  you  did  not  express  the  opinion  that  it 
would  be  necessary  to  have  an  embargo  ? 

Mr.  Hatwabd.  i  do'  think  an  embargo  is  the  only  effective  thing 
at  the  present  time.  I  would  not  ask  for  it  for  any  longer  than 
three  years,  and  I  believe  by  that  time  the  exchange  situation  will 
have  righted  itself  partially  and  the  Americans  will  be  able  to  compete. 

Senator  Smoot.  With  an  American  valuation  and  a  rate  of  duty 
to  protect  the  industry,  do  you  think  that  would  reach  the  same 
end  as  an  embargo  ? 

Mr.  Hatwabd.  It  would  have  to  be  what  might  be  regarded  as 
ridiculously  high. 

Senator  Smoot.  You  need  not  say  what  it  would  be  regarded  as 
having  to  be. 

Mr.  Hatwabd.  It  would  answer  the  same  purpose  if  it  were  high 
enough. 

Senator  Simmons.  You  admit  that  a  great  many  of  the  products 
of  the  dye  industry  can  now  compete,  do  you  not  i 

Mr.  Hatwabd.  There  are  quite  a  number  of  things  that  could 
compete,  even  under  the  present  conditions,  but  they  are  the  cheaper 
things. 

Senator  Simmons.  What  percentage  of  the  products  ? 

Mr.  Hatwabd.  Take  the  acids  and  the  reagents  and  the  cheaper 
colors;  they  will  come  very  near  competing  under  the  present  schedule. 

Senator  Simmons.  If  you  adopt  the  embargo  system  the  imports 
of  those  things  would  be  embai^oed,  would  they  not  ? 

Mr.  Hatwabd.  I  presume  they  would. 

Senator  Simmons.  What  reason  can  you  assi^  for  embargoing 
the  importation  of  a  product  where  you  say  there  is  no  trouble  about 
competition  ? 

Mr.  Hatwabd.  It  is  a  difficult  thing,  of  course,  for  me  to  speak 
for  the  whole  chemical  and  dye  hidustry.  I  am  only  posted  on  the 
part  that  I  am  interested  in. 

Senator  Simmons.  Suppose  there  is  a  part  of  the  products,  we  will 
say  ^5  per  cent  of  the  products  of  the  dyestuffs  industry  in  this 
country  that  can  compete  upon  the  present  tariff  rate,  with  the 
present  tariff  protection;  and  there  is  another  25  per  cent  of  it  that 
can  compete  ii  you  would  give  a  reasonable  increase  in  the  present 
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rates.  Would  you  think  with  50  per  cent  that  could  either  compete 
upon  the  basis  of  the  present  rate  or  with  a  reasonable  increase  in  tha,t 
rate  that  you  ought  to  adopt  an  embargo  system  that  would  embargo 
the  importations  of  that  50  per  cent  m  order  to  protect  the  other 
50  per  cent  ?  Would  not  the  more  reasonable  thing  oe  to  differentiate 
the  two?  If  you  are  going  to  impose  an  embargo  impose  it  upon 
those  things  and  only  uiose  specific  things  where  a  tariff  would  not 
adequately  protect  or  a  reasonable  tariff  would  not  adequately  pro- 
tect. 

Mr.  Hay  WARD.  Yes;  that  seems  reasonable. 

Senator  McLean.  With  the  dyes  that  are  made  in  this  country, 
25  per  cent,  being  made  so  cheaply  now  that  there  is  no  difficulty  in 
supplying  the  domestic  demand,  the  embargo  would  not  injure  any 
consumer  in  this  country,  would  it  ? 

Mr.  Hayward.  They  competed  before  the  war  and  before  any  of 
these  conditions  changed. 

Senator  McLean.  How  do  your  prices  now  compare  with  your 
prices  before  the  war  or  when  you  bej^an  to  produce  ? 

Mr.  Hayward.  They  are  about  halt. 

Senator  McLean.  Does  that  reduction  largely  apply  to  these 
standard  dyes  that  have  been  perfected  in  this  country  ? 

Mr.  Hayward.  The  cost  of  all  raw  materials  have  come  down 
verjr  greatly,  of  course.  There  was  a  tremendous  fall  right  after  the 
armistice,  and  then  there  was  a  starvation  boom,  and  after  that  the 
price  was  forced  up  by  scarcity  of  supply.  Dimethylanilin  is  only 
naif  the  cost  it  was  a  year  ago.  It  was  practically  unobtainable  then. 
That  is  when  we  were  forced  into  making  it. 

Senator  Smoot.  Proceed. 

Mr.  Hayward.  We  feel  that  we  can  go  along,  even  in  a  small  way, 
in  spite  of  the  statement  of  the  witness  yeste'tday  that  we  are  depend- 
ent on  the  grace  of  the  larger  manufacturers  of  this  coimtry.  We  do 
not  feel  that  there  is  anv  particular  menace  to  us;  and  so  far  as  our 
plans  are  concerned,  we  nave  perfected  three  colors  which  are  as  good 
as  any  made  in  the  world,  in  spite  of  the  fact  that  there  is  a  superiority 
claimed  for  German  dyes.  We  have  four  more  that  we  would  bring 
out  right  away  if  we  felt  that  there  was  any  security  in  the  matter. 
We  have  not  proceeded  at  all  to  bring  out  any  of  those  colors,  and  we 
do  not  expect  to  until  we  have  some  assurance  that  we  will  be  able 
to  continue  in  business. 

Senator  McLean.  That  is,  unless  you  have  a  tariff  that  wiU  appear 
to  be  ridicidously  high,  or  an  embargo,  you  will  not  invest  the  capital 
that  will  be  necessary  to  develop  these  other  colors  that  you  believe 
you  have  perfected  ? 

Mr.  Hayward.  No,  sir.  We  would  not  be  •willing  to  go  any  further 
in  development  work. 

Senator  Simmons.  You  said  a  little  while  ago  that  your  apprehen* 
sion  grew  altogether  out  of  the  exchange  situation. 

Mr.  Hayward.  Yes,  sir.  • 

Senator  Simmons.  If  this  committee  should  adopt  the  American 
valuation  plan,  that  would  be  overcome,  would  it  not  ? 

Mr.  Hayward.  No.  It  would  not  alter  the  cost  of  the  products 
abroad  at  all.  The  application  of  the  duty,  of  course,  would  be 
another  matter  altogetner. 

Senator  Simmons.  It  would  greatly  increase  your  protection ! 
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Mr.  Hatward.  It  would  increase  the  protection,  to  be  sure;  but 
the  initial  cost  over  there  would  not  be  altered  by  the  American 
valuation. 

Senator  Simmons.  If  they  continue  their  present  plan  of  trying  to 
get  the  benefit  of  the  higher  prices  in  this  country,  that  would  help 
you,  would  it  not  ? 

Mr.  Hatward.  Oh,  yes;  certainly.  But  so  long  as  they  sell  a 
little  under  us,  so  it  is  money  in  their  pocket  for  us  to  expire  slowly, 
but  just  the  more  certainly,  than  if  they  cut  it  down  to  the  very 
bedrock  in  the  beginning. 

Senator  McLean.  Would  you  rather  take  your  chances  with  do- 
mestic competition  than  you  would  with  the  German  monopoly  ? 

Mr.  Hayward.  I  have  no  particular  fear  of  the  domestic  compMoti- 
tion.  If  we  can  not  take  care  of  ourselves  with  domestic  competition, 
as  the  witness  said  yesterday,  we  are  in  an  impossible  position  ana 
not  entitled  to  go  on,  if  we  have  invested  our  monev  on  false  premises. 
We  feel  that  our  calculations  are  based  on  lound.  principles  were  it 
not  for  the  exchange  situation.  That  is  something  that  has  come  up 
that  has  entirely  upset  all  our  calculations. 

Senator  McLean.  You  do  not  fear  domestic  competition  that 
maintains  the  same  standard  of  wages  and  costs  ? 

Mr.  Hayward.  We  pay  $6.50  a  day  on  an  average  to  our  employees, 
and  if  we  are  to  compete  with  a  man  who  can  hire  his  employees  for 
56  cents  a  day  we  do  not  see  any  chance  whatever. 

Senator  Sutherland.  Have  you  made  any  adjustment  of  your 
wages  since  the  war  ? 

Mr.  Hayward.  No,  sir;  we  have  had  to  employ  fewer  laborers,  but 
we  pay  the  same  price. 

Senator  Sutherland.  You  are  continuing  your  scale  of  wages  ? 

Mr.  Hayward.  I  do  not  think  we  can,  but  we  did  not  feel  that  a 
readjustment  is  workable  at  this  time.  As  the  witness  said  yesterday, 
it  is  a  disagreeable  and  dirty  job  working  in  dye  work,  and  we  have 
sifted  these  men  down  until  thev  are  the  most  skilled  men  we  have, 
and  we  feel  that  we  ought  to  maintain  the  same  schedule. 

Senator  Smoot.  Is  your  plant  running  full  ? 

Mr.  Hayward.  No,  sir;  only  about  one-third. 

Senator  Simmons.  You  said  a  little  while  ago  that  prices  were  very 
much  less  than  when  you  began  % 

Mr.  Hayward.  Yes,  sir;  that  is  all  due  to  reduction  in  the  cost  of 
raw  materials. 

Senator  Simmons.  You  began  in  1918  when  we  had  the  high  prices 
in  this  country  for  everything  ? 

Mr.  Hayward.  Yes,  sir. 

Senator  Simmons.  And  since  then  you  have  lost  a  large  number  of 
customers,  have  you  not  ? 

Mr.  Hayward.  Yes.  In  the  last  five  or  six  months  our  business 
has  been  very  much  diminished  by  the  fact  that  there  is  a  world-wide 
reduction  in  purchases  of  everything. 

Senator  Simmons.  In  the  purchasmg  power.  And  then,  of  course, 
the  dye  industry  has  probably  lost  more  heavily  than  most  other 
industries  because  the  demand  during  the  war  was  abnormal  as 
compared  with  the  demand  for  manv  other  things. 
.  Mr.  Hayward.  The  paper  trade,  for  example:  If  you  have  noticed 
the  press  reports,  you  have  found  that  the  paper  trade  has  been  very 
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much  depressed  for  a  good  many  months  and  strikes  have  prevailed. 
We  manufacture  a  color  that  is  largely  used  in  the  paper  trade. 

Senator  Smoot.  Mr.  Hayward,  if  you  can  get  through  in  a  few 
moments  we  have  another  witness  with  whom  we  would  like  to 
finish  before  12  o'clock. 

Senator  Simmons.  I  will  not  ask  him  any  more  questions. 

Mr.  Hayward.  So  far  as  the  superiority  of  the  German  dyes,  as  we 
have  found  them,  is  concerned,  we  do  not  think  there  is  anything  to 
that.  A  fostered  idea  has  been  going  aroimd  that  the  German  dves 
are  superior.  But  the  American  dyes  are  catching  up  with  tnat 
idea  very  fast,  and  we  think  if  there  is  any  real  ''pro  Dunco  publico" 
matter,  as  mentioned  by  the  witness,  it  is  the  talk  that  the  German 
dyes  are  so  much  superior  to  the  American  dyes. 

I  will  say  that  our  list  of  dyes  is  as  good  as  any  made  in  the  world. 
We  do  not  think  that  the  race  is  always  to  the  strong,  although  we 
have  come  into  a  field  of  action  that  we  regard  as  a  very  hazardous 
one.  There  were  five  3r  six  of  us  that  went  into  this  dyestuff  matter 
with  our  eyes  open,  and  if  we  lose  all  the  money  that  we  have  put 
into  it  there  will  not  be  very  much  whimpering  done  about  it.  Our 
local  public  has  an  interest,  and  we  believe  that  there  is  a  national 
interest  in  having  our  business  maintained. 

Senator  Simmons.  We  are  producing,  I  believe  they  say,  about  90 
per  cent  of  all  the  dyes  we  need.  When  the  war  began  we  were  pro- 
ducing only  10  per  cent.  You  say  that  what  we  are  producing  is  as 
good  as  can  be  produced  anywhere  else  in  the  world  1 

Mr.  Hayward.  I  said  ours  were.     I  can  not  answer  for  all  of  them. 

Senator  Simmons.  Oh,  yours.  I  thought  you  spoke  generally  of 
the  dyestuffs. 

Mr.  Hatward.  I  am  not  well  enough  posted  to  make  that  state- 
ment, but  I  do  know  that  our  own  are  as  good  as  can  be  produced 
anywhere  else  in  the  world. 

Senator  Simmons.  Assuming  that  other  people's  are  as  good  as 
yours — and  that  is  generally  the  case,  although  a  man  may  be  dis- 
posed to  think  his  is  a  little  the  best 

Mr.  Hayward.  Naturally. 

Senator  Simmons.  It  strikes  me  as  a  little  bit  remarkable  that  an 
industry  that  is  producing  90  per  cent  of  what  we  consume  in*  this 
country,  if  its  products  are  as  good  as  any  produced  in  the  world, 
should  not  be  able  to  get  along  with  the  same  rate  of  protection  that 
is  accorded  other  industries. 

Mr.  Hayward.  If  you  will  investigate  the  effect  of  this  exchange 
situation 

Senator  Simmons.  That  seems  a  right  favorable  situation  to  me, 
producing  90  per  cent  of  all  that  we  need  and  still  exporting  lar^e 
quantities,  ana  producing  as  good  things  as  are  produced  practicaJiy^ 
anywhere  else  in  the  world.  That  is  a  right  favorable  position.  I 
do  not  see  that  that  position  would  entitle  you  to  any  more  consid- 
eration in  connection  with  the  tariff  than  any  other  industry  in  this 
country  doing  likewise. 

Mr.  Hayward.  We  have  been  driven  out  of  the  Chinese  and  Jap- 
anese markets  already.  A  great  deal  of  our  stuff  was  exported.  We 
have  been  driven  out  of  there.  We  are  selling  goods  there  at  a  loss 
in  order  to  unload  them  and  get  out  of  the  business.     That  is  just 
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exactly  where  we  are  heading — out  of  the  business — unless  there  is 
something  done  that  will  help  us  to  remain  in  it. 

Senator  Simmons.  That  is  because  Germany  is  imderselling  you 
xnere  * 

Mr.  Hayward.  Yes^  sir. 

Senator  Simmons.  May  not  Germany  or  some  other  country  in 
Europe,  where  they  have  this  same  exchange  situation,  be  under- 
selling other  manufacturers  in  this  country  in  China  ? 

Mr.  Hayward.  Yes,  sir;  I  think  they  are. 

Senator  Simmons.  So  far  as  the  Chinese  market  is  concerned,  you 
are  just  on  a  parity  with  the  balance  of  them  ? 

Ikfr.  Hayward.  Yes,  sir.  « 

Senator  Simmons.  Why  are  you  asking  for  more  than  the  balance  ? 
Nobody  is  asking  an  emoargo  here  except  the  dyestufi  people. 

Mr.  Hayward.  We  are  driven  out  of  that  market.  We  Know  there 
is  going  to  happen  in  this  coimtrv  exactly  what  has  happened  Uiere. 

Senator  Simmons.  Say  that  other  industries  are  being  driven  out 
for  the  same  reason  and  in  the  same  way 

Mr.  Hayward.  To  be  driven  out  of  a  foreign  market  would  not 
drive  us  out  of  the  business  entirely  if  we  have  a  domestic  business. 
We  can  switch  over  into  other  colors.  But  if  we  are  driven  out  of 
both  foreign  and  domestic  markets,  we  are  through. 

Senator  Simmons.  That  is  true  of  other  businesses  as  well  as  yours. 

Mr.  Hayward.  Yes,  sir. 

Senator  Simmons.  I  do  not  see  in  what  special  particular  you 
differentiate  your  case  from  the  case  of  the  other  industries  in  the 
country.  If  they  can  get  along  with  the  tariff,  why  can  not  you? 
You  mav  need  a  little  bit  more. 

Mr.  liAYWARD.  The  only  thing  is  the  German  cartel. 

Senator  Simmons.  You  would  not  think  of  standing  here  and 
advocating  an  embargo  upon  all  foreign  manufactures. 

Mr.  Hayward.  The  cartel  is  the  best  organized  of  all  the  German 
industries. 

Senator  Smoot.  That  applies  to  the  steel  trade  and  others. 

Senator  Dillingham.  Mr.  Witness,  I  have  been  a  good  deal  con- 
fused because  of  the  interruptions  that  have  occurred.  Three  times 
you  made  the  statement  that  you  were  making  three  dyes  that  were 
absolutely  satisfactory  to  you. 

Mr.  Hayward.  Yes,  sir. 

Senator  Dillingham.  And  that  you  have  in  mind  the  purpose  to 
protect  other  colors  that  will  be  equally  good,  but  that  there  are 
certam  conditions  upon  which  that  depends « 

Mr.  Hayward.  Yes,  sir. 

Senator  Dillingham.  I  would  like  your  judgment  on  that. 

Mp.  Hayward.  I  would  like  to  know  that  for  a  temporary  period 
the  German  dyes  will  be  excluded. 

Senator  Dillingham.  Why  do  you  think  that  is  necessary  ? 

Mr.  Hayward.  On  account  of  the  fact  that  the  manufacturing 
costs  will  be  such  that  we  will  be  driven  out  of  business. 

Senator  Dillingham.  That  is  all. 

Senator  McCxjmber.  Can  you  not  have  a  tariff  high  enough  to 
protectyou  ? 

Mr.  ILlyward.  Yes,  sir. 

Senator  McCumber.  Then  if  you  have  a  tariff  that  is  high  enough 
you  wUl  not  be  driven  out  of  business,  will  you  t 
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Mr.  Hayward.  That  is  true. 

Senator  McCumber.  Would  you  not  rather  have  a  sufficiently 
high  tariff  than  an  embargo  ? 

Mr.  Hayward.  I  consider  that  for  the  onslaught  of  the  cartel  it 
is  necessary  to  have  an  embargo  for  a  short  time. 

Senator  McCumber.  That  is  what  I  am  trying  to  get  at.  Why  is 
it  necessary  to  have  an  embargo  instead  of  a  high  protective  tariff  ? 

Mr.  Hayward.  The  exchange  situation  will  right  itself  presently, 
but  I  do  not  know  how  soon  that  will  be.  When  it  rights  itself  a 
reasonable  tariff  is  all  that  is  necessary. 

Senator  Simmons.  Suppose  it  should  right  itself  in  a  year  and  you 
have  an  tmbargo  for  three  years.  What  sort  of  an  injustice  do  you 
think  will  be  worked  among  the  people  of  this  country  for  the  next 
two  years? 

Mr.  Hayward.  It  might  be  regarded  as  an  injustice  if  we  are 
charging  too  much  for  our  dyestuffs. 

Senator  Simmons.  Most  people  charge  all  they  can  get. 

Mr.  Hayward.  Competition  among  American  dyestuff  manu- 
facturers has  already  brought  it  down  a  very  great  deal. 

Senator  Simmons.  I  do  not  know  whether  it  has  or  not.  I  do  not 
know  whether  that  is  the  cause  of  the  slump,  or  other  things.  You 
can  assign  a  great  many  causes  now  for  slumps. 

Mr.  HAYWARD.  That  is  very  true. 

Senator  Simmons.  Demand  is  the  chief  cause,  or  lack  of  demand. 

Senator  McCumber.  I  wish  you  would  make  a  little  more  clear 
your  point  that  it  is  better  to  have  an  embargo  than  a  high  protective 
tariff  to  protect  yourself  from  this  German  cartel. 

Mr.  Hayward.  I  would  consider  that  it  would  be  impossible  to  get 
a  tariff  through  high  enough  to  answer  the  purpose,  because  if  it 
were  made  so  it  would  be  ridiculously  high.  I  nave  called  the  atten- 
tion of  the  committee  to  the  difference  m  the  cost  of  raw  materials, 
and  it  is  largely  based  on  labor  in  Germany  and  other  foreign  coun- 
tries.    The  Swiss  works  right  now  are  idle. 

Senator  Smoot.  What  percentage  of  the  cost  of  your  three  dyes 
that  you  make  is  labor? 

Mr.  Hayward.  About  15  to  18  per  cent,  under  present  conditions. 
But  as  the  price  of  raw  materials  goes  down,  the  cost  of  the  labor  in- 
creases very  rapidly. 

Senator  Smoot.  But  does  that  15  per  cent  include  the  salaries  paid 
you  and  the  others  ? 

Mr.  Hayward.  No,  sir.  For  example,  on  sales  of  something  over 
$600,000  our  labor  was  about  $70,000* 

Senator  Smoot.  If  we  gave  you  protection  twice  the  amount  of  all 
your  labor  cost,  why  would  the  German  labor  interfere  ? 

Mr.  Hayward.  German  labor,  however,  enters  into  the  cost  of  the 
intermediates  and  raw  materials. 

Senator  Smoot.  You  are  making  intermediates  yourself,  and  that 
is  15  per  cent  on  intermediates.  This  will  be  15  per  cent  not  only  on 
them  but  on  the  finished  product. 

Mr.  Hayward.  Of  course,  we  step  back  from  these  intermediates 
we  are  mQ,king,  to  wood  alcohol,  the  cost  of  which  is  largely  labor. 
That  is  produced  very  cheaply  in  Europe.  The  cost  of  that  is  lai^ely 
labor,  woodcutting  and  wood  handling,  and  all  those  thii^. 

Mr,  Metz.  Wood  alcohol  is  being  snipped  abroad  and  nas  been  for 
many  years. 
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Mr.  Hatward.  All  the  same  a  ^ood  part  of  the  cost  is  labor. 

Senator  Smoot.  If  it  is  just  as  dear  to  manufacture  in  Germany  as 
it  is  in  the  United  States,  then  labor  does  not  cut  any  figure. 

Mr.  Hatward.  But  Germany,  in  this  particular  instance,  does  not 
have  much  wood  to  spare.  They  do  not  manufacture  much,  but  they 
can  buy  it  from  other  countries  that  have  depreciated  currency. 

Senator  Smoot.  They  do  not  buy  it  any  cheaper  than  the  American 
mills  do. 

Mr.  Hatward.  Kight  now,  they  do  not,  but  it  remains  to  be  seen. 

I  could  tell  you  of  the  prospects  we  have  for  expanding  our  business, 
but  you  have  asked  me  to  limit  my  time.  I  could  show  you  that  we 
are  on  the  edge  of  a  great  development  in  our  business,  certain  colors 
and  many  thmgs  which  are  closely  allied  to  these  colors  which  we  are 
making.  The  fact  is  that  this  Uerman  formula  that  was  given  out 
by  the  Foundation  does  not  affect  us  a  particle.  We  do  not  consider 
that  the  formula  itself  is  so  important.  I  presume  that  there  are  a 
thousand  chemists  in  the  United  States  tnat,  in  a  laboratory,  can 
make  malachite  green.  There  are  only  three  companies  that  have 
perfected  it  where  it  will  enter  into  large  competition,  where  a  foreign 
crystal  is  necessary.  Many  hundreds  of  thousands  of  dollars  have 
been  spent  in  developing  it,  and  it  cost  us  a  great  many  thousand 
dollars  to  develop  it,  and  about  two  years^  time.  But  tne  formula 
itself  has  very  little  value.  It  is  a  mechanical  problem,  largely,  in 
manufacturing  these  dyes.  It  is  necessary  to  have  the  formula,  but 
its  value  is  insignificant;  but  to  be  able  to  work  out  laboratory  results 
in  a  factory  and  perfect  them  so  that  you  can  compete  is  a  very  ex- 
pensive matter,  as  we  have  found  out  to  our  sorrow. 

Senator  Simmons.  What  is  it  that  you  said  only  three  people  make  ? 

Mr.  Hatward.  Malachite  green. 

Senator  Simmons.  Do  you  manufacture  it? 

Mr.  Hatward.  Yes,  sir. 

Senator  Simmons.  But  there  are  only  two  others  who  make  it  ? 

Mr.  Hatward.  Yes,  sir;  in  a  large  way. 

Senator  Socmons.  In  the  United  States  t 

Mr.  Hatward.  Yes,  sir. 

Senator  Simmons.  You  think  that  the  competition  that  will  likely 
occur  between  you  three  will  be  suflBicient  to  protect  the  American 
public  against  mgh  prices  ? 

Mr.  I^TWARD.  It  has  so  far.  We  have  been  compelled  to  reduce 
our  prices. 

Senator  Simmons.  It  might  be  an  easy  thing  for  you  three  to  have 
a  little  agreement  by  which  you  would  maintain  those  prices. 

Mr.  Hatward.  Others  by  spending  the  necessary  money  can 
develop  these  goods,  but  they  felt  that  it  did  not  pay  to  do  so. 

Senator  Smoot.  There  was  no  demand  for  it,  eitner. 

Mr.  Hatward.  This  gentleman  on  my  left  here  [indicating] 
yesterday  said  that  we  are  overproducing  on  malachite  green. 
Kight  at  the  present  time  we  are,  and  we  have  got  to  use  that  machin- 
ery for  some  other  color  or  else  put  part  of  it  out  of  business. 

Senator  Simmons.  You  made  a  statement  in  the  beginning  about 
your  labor  cost  and  your  salary.  I  think  I  imderstood  you  to  say 
that  your  labor  cost  was  about  $70,000  ? 

Mr.  Hatward.  About  $8?,000  we  paid  out  last  year. 

Senator  Simmons.  What  did  you  say  you  paid  out  in  salaries? 
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Mr.  Hayward.  About  $32,000  in  sales  and  salaries. 

Senator  Simmons.  Is  not  that  a  very  large  proportion  to  pay  for 
salaries  ? 

Mr.  Hayward.  You  take  two  selling  agencies  maintained  in  New 
York  City,  and  they  require  consideraole  money. 

Senator  Simmons.  Are  you  the  president  of  the  company  ? 

Mr.  Hayward.  No,  sir. 

Senator  Simmons.  The  head  of  it  ? 

Mr.  Hayward.  Yes,  sir. 

Senator  Simmons.  What  salary  do  you  get  ? 

Mr.  Hayward.  I  got  $6,000  last  year.     I  don't  get  anything  now. 

Senator  Simmons.  You  are  economizing  ? 

Mr.  Hayward.  Yes,  sir;  we  are  compelled  to. 

Senator  Smoot.  What  were  your  sales  last  year — the  amount  of 
goods  manufactured  by  you  ? 

Mr.  Hayward.  I  could  give  you  the  exact  figures,  but  they  run 
about  $650,000. 

Senator  Smoot.  Then,  your  labor  cost  is  about  13  per  cent? 

Mr.  Hayward.  Yes,  sir.  It  will  run  nearly  double  that  now, 
because  of  the  fact  the  raw  materials  have  gone  down  so  greatly. 

Senator  McLean.  I  understood  you  to  say  it  did  not  include  your 
salary  cost  ? 

Mr.  Hayward.  The  $82,000;  but  the  $32,000  covers  all  salaries, 
sales,  and  everything  else. 

Senator  Smoot.  What  I  was  getting  at  was  the  labor  in  the  cost. 
He  said  it  was  $82,000  that  he  paid  for  his  labor,  and  the  sales  were 
$650,000,  which  is  virtually  13  per  cent  of  the  cost  of  the  goods. 

Senator  McLean.  What  we  want  to  get  at  is  the  cost  of  production. 

Mr.  Hayward.  I  can  give  you  figxires  along  that  line. 

Senator  McLean.  No;  I  do  not  want  the  figures  necessarily.  If  it 
is  deemed  material  they  ought  to  be  had. 

Mr.  Hayward.  As  tne  price  goes  down  the  proportion  of  labor 
goes  up,  because  it  remains  practically  stationary.  As  the  raw 
materials  descend  in  value,  then  the  proportion  is  doubled. 

Senator  Dillingham.  Have  you  finished  your  statement  ? 

Mr.  Hayward.  As  I  say,  I  could  give  you  something  in  regard  to 
our  prospects  for  development,  but  you  do  not  care  to  go  into  that. 

Senator  Simmons.  We  do  not  want  to  go  into  every  possible  phase 
of  this  question.     We  will  never  get,  through  if  we  do. 

Mr.  Hayward.  I  came  here  prepared  to  give  costs,  but  the  Senator 
requesting  the  figures  I  believe  is  absent  at  the  present  time.  I  am 
prepared  to  give  any  further  information  that  you  wish. 

Senator  McCumber.  If  the  Senator  desires  to  call  you  again  to 
cover  that  point  we  will  suggest  it  to  you. 

Senator  McCumber.  The  next  witness  is  Mr.  Greorge  Demming,  of 
Philadelphia. 

STATEMENT  OF  QEOBGE  DEMMING,  PHILADELPHIA,  PA.,  BEPBE- 
SENTINa  THE  NATIONAL  ASSOCIATION  OF  HOSIBBY  ANB 
UNDEBWBAB  HANXTFACTTTBEBS. 

Mr.  Demminq.  I  appear  on  behalf  of  the  National  Association  of 
Hosiery  and  Underwear  Manufacturers,  and  also  to  present  to  you 
gentlemen  the  views  of  between  40  and  50  other  textile  mills  which 
are  not  knit-goods  mills,  located  in  and  about  Philadelphia;  and 
which  are  opposed  to  embargo  and  licensing. 
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As  Senator  Watson  well  said  on  Wednesday,  when  the  hearings 
began,  very  complete  hearings  were  had  in  the  fall  of  1919,  in  the 
latter  part  of  December,  1919,  and  early  in  January,  1920.  I  wfmt 
just  briefly  to  direct  the  attention  of  you  gentlemen  to  certain  things 
which  have  happened  since  then  and  which  I  think  will  throw  a  little 
more  light  on  the  situation.  Two  main  thin^  have  happened. 
First,  the  mill  men  have  foimd  out  the  heavy  burden  of  embargo  and 
licensing.  Second,  many  things  have  happened  which,  in  our  estima- 
tion, reiute  the  arguments  of  the  exponents  of  embaigo  and  licensing. 

On  behalf  of  these  mill  men  in  JPhiladelphia  ana  other  places,  I 
may  say  the  national  association  has  about  500  active  members,  mills, 
partnerships,  and  men  engaged  in  the  knit-jgoods  busiaess,  and  be« 
tween  400  and  500  associate  members.  Their  mills  are  located  in  17 
of  the  States.  We  have  a  capital  of  about  two  hundred  millions. 
We  have  a  pay  roU  in  normal  times  of  about  $196,000,000,  and  we 
produce  about  three-quarters  of  a  billion  in  value  of  knit  goods  at 
the  mills. 

Ever  since  one  of  these  men  brought  this  question  to  my  attention 
in  either  May  or  June  of  1919 — I  have  forgotten  which  month  it  was; 
it  was  either  May  or  June — ^with  an  amazmg  story  as  to  the  difficul- 
ties he  was  having  in  his  dye  factory  at  that  time,  we  have  very  care- 
fully considered  this  whole  proposition  and  tried  to  do  it  from  all 
angles.  We  have  tried  to  put  ourselves* in  the  position  of  the  dye 
manufacturer  as  well  as  the  consumer  and  the  user  of  dyes.  We 
tried  to  see  their  troubles  as  well  as  our  troubles,  and  as  a  result  of 
that  careful,  and,  we  think,  imbiased,  examination  of  the  subject  we 
have  consistently  and  conscientiously  opposed  embargo  and  licensii^, 
and  we  do  so  up  to  the  present  time.  We  are  just  as  emphatic  in 
our  position  now,  if  not  more  so,  than  we  were  two  years  ago. 

Let  me  briefly  advert  to  the  testimony  that  Mr.  Thompson  gave 
esterday  and  to-day.  Mr.  Thompson  was  on  the  stand — I  remem- 
er  his  sitting  right  over  there  [indicating]  about  a  year  and  three- 
quarters  ago,  and  ne  testified  in  almost  exactly  the  same  way  as  he  tes- 
tified here  yesterday.  I  am  just  reverting  to  this  as  an  illustration 
of  the  position  that  we  are  in  as  consumers. 

Mr.  Thompson  said  then,  in  almost  the  identical  language  that  he 
used  yesterday,  '*It  .is  true  we  do  not  make  the  vat  dyes  in  this 
country,  and  it  is  true  that  the  mill  men  should  have  them.  They 
must  have  them.    But  we  expect  to  have  them  in  six  months  or  a 


I 


vear." 


He  said  that  a  year  and  three-quarters  ago,  and  he  says  the  same 
thing  now. 

I  want  to  say  to  you  gentlemen  that  while  I  am  a  lawyer  and  do 
not  consider  myself  a  technical  expert,  I  am  very  familiar  with  the 
difficulties  of  *the  mill  men  in  their  dye  houses,  and  I  have  been  so 
since  early  in  1912  by  reason  of  representing  a  large  number  of  these 
millmen,  these  consumers,  and  manufacturers. 

In  1919,  and  at  the  time  Mr.  Thompson  testified,  these  millmen 
whom  I  represent  were  then  getting  representations  from  different 
manufacturers  of  dyes,  including  the  Du  Fonts,  that  the  vat  dyes 
were  on  the  way  of  being  produced,  and  that  samples  would  be  sent 
to  them  at  a  very  early  date.  Some  samples  were  sent  to  them  later 
on,  but  the  samples  did  not  work  out  right,  and  they  never  have 
worked  out  right,  and  we  have  never  gotten  those  vat  dyes  up  to 
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the  present  time.  Whether  we  ever  will  get  them  I  do  not  know. 
The  chances  are  that  we  will  get  them  some  time  in  the  future. 

Mr.  Thompson  said  yesterday  that  it  is  true  that  the  mills  had 
certain  difficulties  in  getting  licenses  through,  but  he  did  not  think 
they  were  great  difficulties.  It  was  a  notorious  fact,  gentlemen, 
among  the  millmen — and  I  do  not  know  whether  it  was  justifiable 
or  not;  I  think  it  was — it  was  a  notorious  fact  among  the  millmen 
that  at  the  time  the  War  Trade  Board  was  having  its  hearings  down 
here  you  had  to  have  a  friend  in  court.  You  had  to  have  somebody 
with  a  pull  or  somebodv  who  was  close  to  the  Dye  Advisory  Commit- 
tee, which  was  reallv  tne  War  Trade  Board,  in  order  to  get  a  permit 
to  get  these  particular  dyes  that  certain  of  the  mills  needed. 

1  say  that,  whether  that  was  justified  or  not,  it  goes  to  prove,  to 
my  mind  and  the  minds  of  these  millmen,  one  of  the  very  evils  of 
licensing  that  you  can  not  get  away  from,  and  that  is  that  when  one 
mill  has  a  suspicion  in  its  mind,  whether  well  founded  or  not,  that 
another  mill  has,  on  accoimt  of  some  particular  or  peculiar  influence, 
gotten  some  dyes  that  this  mill  ought  to  have  ana  which  it  can  not 
get,  it  breeds  envy  and  discontent  among  the  millmen.  I  want  to 
tell  you  gentlemen — and  you  know  it  as  well  as  I  do  and  probably 
better — tnat  discontent  is  one  of  the  things  we  want  to  eliminate  in 
this  country  to-day 

Senator  McCumber.  Let  us  be  definite  on  that.  If  I  understand 
you  correctly,  certain  mills  can  get  certain  dyes  which  other  mills 
can  not  get  through  the  War  Trade  Board  ? 

Mr.  Demminq.  Senator,  that  was  the  feeling  among  the  mill  men 
at  that  time. 

Senator  McCumber.  I  am  not  asking  whether  it  was  the  feeling  or 
not.  I  am  asking  whether  it  is  a  matter  of  fact  that  that  was  the 
case. 

Mr.  Demmino.  That*feeling  existed,  and  a  great  many  mill  men 
believed  it  was  the  case,  and  I  think  they  were  justified  in  that  feeling, 
that  the  men  who  got  to  the  ears  of  the  men  on  the  Dye  Advisory- 
Board  could  get  their  permits  and  get  their  licenses  through  an<t  the 
other  men  would  have  difficulty  in  doing  it. 

Senator  McCumber.  Mr.  Demming,  have  you  any  proof,  any  con- 
crete case,  where  one  firm  was  able  to  get  dyes  and  another  one  was 
not  able  to  get  them  ? 

Mr.  Dembhng.  All  I  can  say,  Senator,  about  that  is  this:  The  shirt 
men — I  do  not  mean  the  shirt  association,  but  some*  of  the  shirt  manu- 
facturers— confided  their  troubles  to  me,  in  Philadelphia.  I  knew 
some  of  them  were  members  of  the  Shirt  Association.  I  remember 
that  one  man  said  to  me: 

I  have  got  $600,000  worth  of  shirts  made  up,  in  my  loft,  and  I  an»  sure  in  my  own 
mind  that  the  second  time  those  shirts  go  to  the  laundry  the  colors  are  all  going  to  come 
out  of  them.  I  am  worried  to  death  over  the  thing.  If  my  customers  ever  find  out 
about  it  I  am  ruined .  But  it  is  no  fault  of  mine.  I  made  up  my  shirts  &om  the  best 
shirtings  I  could  get,  but  I  am,  nevertheless,  worrying  over  the  situation  because  the 
public  is  beginning  to  find  out  that  the  colors  in  oiu*  shirts  are  not  fast. 

Senator  McLean.  What  happened  to  those  shirts  ? 

Mr.  Demming.  I  do  not  know.  I  suppose  they  were  disposed  of  in 
the  regular  order. 

Senator  Dillinojbam.  Can  you  answer  Senator  McCiunber's  ques- 
tion concretely? 


DYES  EMBABGO.  677 

Senator  McCumber.  That  rather  gets  away  from  my  question. 
It  is  such  a  serious  charge  that  the  result  ought  to  be  the  abolition  of 
that  board  or  the  removal  of  some  members  of  the  board. 

Mr.  Demming.  Senator,  I  do  not  say  that  as  a  charge  against  the 
integrity  of  the  board,  but  I  say  it  in  this  respect  that  a  man  who 
was  on  that  board  would  unconsciously,  you  might  say,  be  inclined 
to  favor  a  man  who  was  a  particular  friend  of  his  and  whose  story  he 
thought  he  could  beUeve  implicitly  when  he  asked  him  for  a  license, 
but  if  a  stranger  came  to  hmi  he  would  be  inclined  to  say,  ''Well, 
you  can  get  along  with  the  dyes  you  can  get  in  this  country. '' 

Senator  McCumber.  These  dyes  are  all  described.  They  have  a 
name  or  a  designation  for  a  particulai*  color  or  character,  and  if  the 
board  receives  an  order  from  one  person  and  an  order  from  another 
describing  exactly  the  same  kina  of  dyes,  what  excuse  on  earth 
could  the  board  or  any  member  of  it  make  to  granting  the  applica- 
tion in  one  instance  and  refusing  it  in  the  other? 

Mr.  Demming.  I  do  not  know  of  any  excuse,  sir.  I  do  not  think 
there  was  any  ledtimate  excuse;  but  the  fact  is  that  such  excuses  were 
made,  and  I  think  I  will  show  you  later  on  by  some  papers  that  I  have 
here  that  those  very  things  are  happening  to-day. 

Senator  McCumber.  I  do  not  see  how  it  could  be  even  uncon- 
sciously done  and  honestly  done. 

Mr.  DEMBfiNG.  For  a  long  period  of  time,  Senator,  to  answer  your 

f[uestion,  in  1919,  beginning  some  time  in  the  spring  of  1919  until  the 
all,  the  attitude  of  tne  War  Trade  Board  was  that  no  dyes  whatever 
needed  to  be  imported  into  this  country;  that  all  the  necessary  dyes, 
all  the  requisite  dyes,  were  made  here.  I  think  that  the  board  iteelf 
will  admit  that  letters  were  sent  to  that  effect  to  different  mills,  and 
that  was  the  answer  the  mills  received  when  they,  applied  for  licenses 
to  import  various  dyes. 

Senator  Smoot.  Do  you  not  mean  that  conditions  such  as  existed 
led  competitors  to  believe  that  there  was  a  discrimination?  For 
instance,  Mr.  Thompson  is  a  member  of  the  advisory  board.  Mr. 
Thompson  is  a  finisher,  and  there  are  other  finishers  in  the  United 
States.  They  all  had  to  ask  for  licenses.  Any  finisher  that  did  not 
get  his  license  within  a  reasonable  time  woula  at  once  feel  like  Mr. 
Thompson  had  every  advantage  of  him  in  the  world,  being  a  member 
of  that  board.  Mr.  Thompson  comes  and  says  that  he  has  never 
had  any  trouble  at  all 

Mr.  Demming.  I  think  every  other  member  of  the  board  will  say 
that. 

Senator  Smoot.  There  were  many  other  finishers  who  have  had 
trouble,  and  all  they  can  say  is  that  it  does  not  look  altogether  right. 
'*  There  is  a  member  of  the  advisoiy  board  who  has  never  had  any 
trouble.  How  did  it  happen?"  Of  course  it  is  natural  for  them  to 
think  that  there  was  some  kind  of  a  discrimination  made. 

Senator  McCumber.  Why  should  the  other  one  have  trouble  if 
]Mr.  Thompson  did  not  have  trouble  ?    That  is  the  point. 

Mr.  Demming.  Properly  he  should  not  have. 

Senator  McCumber.  And  if  Mr.  Thompson,  or  whoever  is  in  charge, 
is  acting  squarely  and  honestly 

Senator  Smoot.  I  do  not  say  there  is  dishonesty,  but  I  can  see  just 
exactly  how  a  finisher  would  feel  if  he  did  have  trouble  when  Mr. 
Thompson  did  not  have  any  trouble. 
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Mr.  Demming.  I  do  not  charge,  Senator,  that  there  was  any  dis- 
honesty, but  I  do  say  that  that  feeling  prevailed  among  the  mills, 
"  We  can  not  get  the  dyes.  That  other  inill,  a  competitor  of  ours,  is 
turning  out  perfect  stuflF.  How  do  they  do  it?  They  must  have 
access  to  dyes  that  we  can  not  get." 

That  feeling  prevailed  throu^  the  trade  at  that  time  in  1919. 

In  other  words,  any  licensing  system,  I  do  not  care  how  well  con- 
ceived or  how  perfected  it  may  be,  in  its  very  nature.  Senator,  is 
boimd  to  play  favorites,  or  at  least  have  the  semblance  of  playing 
favorites,  and  causing  envy  and  discontent  among  certain  of  the  people 
who  must  consume  the  articles  that  are  obtained  through  that 
licensing  system. 

SenaS)r  McCtJMBER.  I  can  imderstand,  Mr,  Demming,  why  there 
might  be  a  suspicion  of  favoritism,  but  I  can  not  understand  how  there 
can  be  favoritism  without  being  absolutely  dishonest  in  performing 
the  functions  of  that  board. 

Senator  McLean.  If,  as  you  say,  the  competitor  of  these  gentlenaen 
who  could  not  get  these  dyes  was  turning  out  perfect  stuff,  the  diffi- 
culty would  seem  to  be  with  the  administration  of  the  law  and  not 
with  the  dyes  that  are  made  in  this  country. 

Mr.  Demming.  The  difficulty  might  be  with  the  administration  of 
the  law,  but,  as  I  said  awhile  ago,  in  the  very  nature  of  things  you 
are  going  to  have  difficulty  in  the  administration  of  anjr  licensing  law. 

Senator  McLean.  You  nave  difficulties  in  administering  almost  any 
law.  There  are  few  laws  which  extend  a  discretion  that  will  produce 
the  benefits  desired  and  will  not  permit  abuses. 

Mr.  Demming.  That  is  true. 

Senator  McLean.  We  have  to  assxmie  that  any  law  will  be  honestly 
administered;  and  I  understand  you  to  say  that  if  the  law  had  been 
honestly  administered  there  would  have  been  no  difficulty  in  the  users 
of  dyes  getting,  as  you  say,  perfect  stuff  ? 

Mr.  Demming.  I  do  not  say  '*  honestly  administered,"  because  I  am 
not  impugning  the  honest}r  of  any  member  of  the  board,  but  I  say 
fairly  and  impartially  administered. 

Senator  McLean.  If  we  have  got  so  far  that  you,  representing  the 
large  interests  that  you  do,  say  to  this  committee  that  some  of  these 
consimiers  of  dyes  got  perfect  stuff 

Mr.  Demming.  Perfect  work  from  the  dyes  they  used. 

Senator  McLean.  Then  the  question  resolves  itself  merely  into  the 
administration  of  the  licensing  sjrstem. 

Mr.  Demming.  The  fact  remains  that  certain  of  the  miUs,  such,  for 
instance,  as  Mr.  Thompson's  own  printing  works,  were  perfectly  satis- 
fied with  conditions.  They  turned  out  good  work.  There  were  no 
complaints  about  their  work  except  with  one  or  two  exceptions  that 
Mr.  Thompson  made  with  regard  to  its  own  work;  but  other  mills 
could  not  do  it,  and  did  not  do  it. 

Another  point  that  I  am  trying  to  make.  Senator,  with  regard  to 
that  statement,  is  this,  that  one  of  the  present  great  demands  is  (we 
are  through  with  the  war  now;  we  have  finished  with  the  war,  at  least 
technically,  although  there  has  been  no  proclamation  of  peace  yet, 
but  we  are  hoping  for  it  every  day),  let  us  get  back  to  normal  condi- 
tions. What  we  need  in  this  country  to-day,  and  what  every  business 
man  will  tell  you  that  we  need,  is  automatic  laws,  laws  that  work 
uniformly,  universally,  and  automatically,  where^  we  do  not  have  to 
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appear  before  a  board  and  file  a  petition  and  ask  for  a  permit  to  do 
this  and  do  that^  and  possibly  be  refused  or  held  up. 

Senator  McLean.  We  are  through  with  the  miUtary  end  of  the 
war,  but  the  industrial  emergency  created  by  the  war  is  at  its  height, 
as  evidenced  by  recent  legislation,  supported  by  the  gentlemen  who 
are  opposing  the  embargo,  wherein  we  are  proposinjg  to  take  from  the 
Treasiu7  of  the  United  States  hundreds  of  milhons  of  dollars  to 
stimulate  prices  in  this  country  and  secure  orderly  markets  for  agri- 
cultural products.  It  is  done  on  the  ground  that  it  is  an  emergency 
measure  to  meet  an  emergency  created  by  the  war,  and  it  seems  to 
me  that  it  is  possible  that  in  this  emergency  which  is  so  intimately 
connected  witn  this  great  industry,  the  industry  is  in  a  more  pre-* 
carious  condition  than  ever  before  m  its  history. 

Mr.  Demming.  If  you  grant  that  an  embargo  will  remove  the 
emergency,  which  we  do  not. 

Right  on  that  point,  Senator,  I  would  like  to  say  this:  We  need  all 
the  revenue  we  can  get  in  this  country.  One  of  the  points  that  we 
make  with  regard  to  this  particular  proposition 

Senator  McLean.  What  do  you  mean  oy  revenue? 

Mr.  Demming.  Revenue  from  imports,  for  instance. 

Senator  McLean.  We  also  need  internal  revenues  which  may  be 
represented  in  income  taxes  and  profits  taxes. 

Mr.  Demming.  That  is  right. 

Senator  McLean.  Which  accrue  to  American  corporations  and 
which  are  now  very  rapidly  decreasing 

Mr.  Demming.  Nobody  knows  that  any  better  than  we  do. 

Senator  McLean.  And  the  impost  duties  in  comparison  with  the 
revenue  that  we  must  obtain  from  our  income  and  profits  taxes  are 
almost  negligible. 

Mr.  Demming.  And  will  be  more  so  if  things  keep  on.  But  I  do 
not  want  to  drift  too  far  afield.  I  only  want  to  confine  myself,  if 
possible,  to  those  things  which  have  come  into  the  situation  anew,  as 
we  regard  it,  since  the  spring  of  1920. 

Senator  Simmons.  I  want  to  put  in  the  record  right  there,  if  there 

is  no  objection,  some  correspondence  handed  me  yesterday  by  Senator 

Dial,  between  Brogon  MUls,  Anderson,  S.  C,  and  the  Wiar  Trade 

Board,  with  reference  to  licensing.    It  is  very  brief  and  I  would  like 

to  read  it  to  this  witness.    It  seems  that  the  company  wrote  the 

War  Trade  Board  about  a  license  and  received  this  reply.     I  have 

not  their  letter,  but  here  is  the  reply  to  it: 

War  Trade  Board, 
WaskingUmf  August  f,  19tl. 
Brooon  Mn.LS,  Andersony  8.  C. 

Gentlemen:  Please  be  advised  that  the  import  application  of  Kuttroff,  Pickhardt 
&  Co.  for  a  license  for  the  importation  of  indanthrene  olue  GGD  paste  can  not  receive 
approval,  production  reports  definitely  indicating  that  the  identical  product  in  satis- 
ttctory  quality  for  all  purposes  is  now  being  successfully  produced  for  commercial 
sale  on  reasonable  terms  by  the  following-named  American  concerns:  Newport  Chem- 
ical Works,  Passaic,  N.  J.;  E.  I.  du  Pont  de  Nemours  &  Co.,  Wilmington,  Del. 
Very  truly,  yours, 

F.  S.  Dickson, 
Assistant  Chief  Division  of  Customs, 
In  Charge  of  Dye  and  Cnemical  Section, 
Approved: 

Geo.  W.  Ashworth, 

Chief  Division  of  Customs, 
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Mr.  Demmino.  What  date  is  that  letter? 
Senator  Simmons.  That  is  dated  August  2,  1921. 
The  next  letter  is  a  letter  headed  ''firogon  Mills,  Anderson,  S.  C." 
It  is  dated  August  5,  1921,  and  is  as  follows: 

E.  I.  DU  Pont  Co.,  CharlotUj  N.  C. 
(Attention  Mr.  John  L.  Dabbs.) 

Dear  Sirs:  We  are  incloeing  copy  of  a  letter  to  Mr.  Geoige  W.  Ash  worth.  As  we 
stated  in  our  conversation  over  the  telephone  a  few  days  ago,  the  prices  charged  by 
the  Du  Pont  Co.  for  vat  colors  are  entirely  too  high,  and  if  there  is  not  a  reduction 
very  soon  we  will  be  forced  to  discontinue  their  use  altogether. 

It  seems  to  be  the  policy  of  your  company  to  pay  ror  the  plants  manufacturing 
this  class  of  color  with  the  sale  price  durmg  the  first  few  yean.  I  believe  that  this 
plant  has  done  as  much,  if  not  more,  than  any  other  phuit  in  this  section  for  the 
support  of  American  dyestuff,  but  we  can  not  sit  back  and  allow  any  holdup  pro- 
ceeaings  to  be  used  against  us. 
Yours,  very  truly, 

,  Vice  President. 

Senator  Dillingham.  From  whom  is  that  letter? 

Senator  Simmons.  I  assume  that  it  is  from  the  vice  president  of 
the  mills. 

The  next  letter  is,  I  assume,  from  the  same  person.  I^  is  headed 
'^Brogon  Mills,  Anderson,  S.  C.,"  dated  August  5,  1921,  and  is  as 
follows: 

Dye  and  Chemical  Section  of  the  Division  of  Customs, 
Treasury  Department,  Washington^  D.  C. 
(Attention  Mr.  George  W.  Ash  worth,  Chief  of  Division.) 

Dear  Sirs:  We  are  in  receipt  of  your  letter  advising  that  our  application  for  the 
importation  of  indanthrene  blue  GCD  paste  can  not  receive  approval,  due  to  the  fact 
that  the  identical  product  is  now  being  successfully  produced  at  reasonable  terms 
(as  to  price  and  dehvery%) 

We  have  used  both  the  j)ensel  blue  G  and  GD  of  the  du  Pont  Co.  in  a  practical  way. 
Also  the  anthrene  blue  GCD  of  the  Newport  Co.,  and  find  that  the  shipments  we  have 
received  do  not  act  the  same  as  their  supposed  prototype  indanthrene  blue  Gr€D. 

In  regard  to  price,  beg  to  advise  that  both  the  Newport  Co.  and  the  Du  Pont  Co.  are 
chars:ing  the  outrageous  prices  of  $2  per  pound  for  the  product  which  sold  before  the 
war  for  30  cents,  and  which  could  be  imported  for  $1.28  c.  i.  f.,  New  York. 

We  would  thank  you  to  advise  us  if  your  department  considers  this  price  reasonable. 
Yours,  very  truly, 

,  Vice  FrenderU. 

I  have  two  other  short  letters  here  which  I  will  also  ask  to  have 

inserted  in  the  record  at  this  point. 

(The  two  letters  referred  to  are  as  follows:) 

Brooon  Mills, 
Anderson,  S,  C,  August  5,  1921. 
Hon.  N.  B.  Dial, 

United  States  Senate,  WasMngton,  D.  C. 

Dear  Sir:  Inclosed  please  find  copy  of  letter  to  Mr.  George  W.  Ash  worth,  Division 
of  Customs,  which  is  self-explanatory. 
Yours,  very  truly, 

B.  B.  GrOBSETT,   Vice  President, 

Brooon  Mills, 
Anderson,  S,  C,  August  6,  19il, 
Hon.  N.  B.  Dial, 

United  States  Senate,  Washington^  D.  C, 

My  Dear  Senator:  I  sent  you  on  yesterday  copy  of  letter  to  the  Treasury  Depart- 
ment, Division  of  Customs,  in  reply  to  their  letter  of  August  2,  but  n^lected  to  inclose 
copy  of  their  letter,  which  I  now  b^  to  hand  you. 

I  inclose  copj  of  our  letter  to  the  E.  I.  du  Pont  Co.,  relating  to  the  matter  in  question 
and  I  am  sending  you  this  personal  note  to  ask  that  you  be  good  enough  to  review  this 
correspondence  and  take  such  action  in  the  matter  as  you  may  deem  appropriate. 
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So  far  as  we  are  concerned,  we  think  the  attitude  of  the  Treasury  Department  in  this 
connection  is  nothing  short  of  an  outrage,  and  if  you  agree  with  us,  we  hope  that  you 
will  be  good  enough  to  file  your  formal  protest  against  their  decision,  if  nothing  more 
can  be  done. 

Yours,  very  truly, 

B.  B.  G0S6ETT. 

Senator  Simmons.  I  want  to  put  those  letters  in  for  two  purposes. 
One  of  those  purposes  is  to  show  that  the  product  which  s(Md  before 
the  war  for  30  cents  is  now  imported  to  this  country  and  sold  at  $1.28. 

Mr.  Demmino.  And  the  domestic  price  is  S2.     I  know  that  is  a  fact. 

Senator  Simmons.  So  that  there  has  not  been  that  tremendous 
slump  in  prices  abroad  that  some  witnesses  here  seem  to  think.  I 
put  in  that  correspondence  for  the  additional  piurpose  of  showing  the 
difficulty  of  getting  these  licenses  and  the  pretexts  upon  which  they 
are  refused. 

Mr.  Demmino.  Exactly,  Senator.  That  is  the  very  experience  that 
many  of  our  mills  have  been  having  and  are  having  to-oay. 

I  was  adverting  in  my  former  testimony  to  the  experiences  in  1919; 
and  those  experiences  and  those  ''holdups" — that  is  virtually  what 
they  are  to  a  mill  man  who  depends  for  his  bread  and  butter  upon  the 
output  and  the  sales  of  his  mill — are  continuing  to  the  present  day, 
and  I  will  show  that  later*  on  by  a  large  number  of  letters  of  complaint 
that  I  have  from  mills — concrete  examples. 

Senator  MgCumbeb.  Has  not  the  board  made  a  list  of  a  large  num- 
ber of  dyes  that  are  used  in  the  United  States  that  can  be  imported 
and  that  you  know  you  can  get  without  any  trouble  ? 

Mr.  Dembong.  You  say,  has  the  board  done  that  ? 

Senator  McCumbeb.   i  es. 

Mr.  Demming.  No,  sir;  as  I  understand,  they  have  not.  You  have 
^ot  to  apply  at  the  present  time  for  a  particular  dye  if  you  require  it 
in  your  Dusiness  ana  you  find  that  you  can  not  get  it  here. 

Senator  McCumber.  I  understand  you  have  to  apply  for  it.  I  may 
be  in  error,  but  I  thought  that  the  board  had  sent  out  statements  to 
the  trade  as  to  those  Kinds  that  they  could  get  immediately  upon 
application.  That  is  so  that  the  peison  using  them  would  know  he 
could  get  that  particular  dye  immediately. 

Mr.  Demming.  I  do  not  so  understand  it.  The  millmen  have  not 
so  represented  it  to  me. 

Senator  McCumbeb.  You  have  no  such  list? 

Mr.  Demming.  I  have  no  such  list;  and  if  such  lists  were  sent  out 
at  one  time  they  were  merely  tentative  and  were  changed  from  time 
to  time.  So  if  you  got  a  list  like  that  of  dyes  that  ^ou  were  supposed 
to  be  allowed  to  import,  probably  you  could  not  import  them.  You 
would  find  that  out  if  you  applied  for  a  license. 

Senator  McCumbeb.  Suppose,  however,  there  was  an  investigation 
of  a  certain  dye  and  it  was  ascertained  that  you  could  not  obtain  that 
same  dye  in  the  United  States,  and  you  were  ^ven  permission  to 
import  that  dye.  Why  should  there  have  not  oeen  a  list  made  of 
those  applications  for  that  particular  kind  of  dye  so  that  the  balance 
of  the  trade  would  know  immediately  whether  they  could  get  that  ? 

Mr.  Demming.  There  is  no  reason  why  there  should  not  be  such  a 
list;  but  I  believe  their  contention  is  that  almost  every  day  they  have 
American  manufacturers  come  to  them  and  say,  '^ouch  and  such  a 
dye  we  can  make  now  in  commercial  quantities,"  and  that  therefore 
that  dye  should  not  be  allowed  to  be  imported. 
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Of  course  if  that  is  represented  to  the  board  and  a  mill  applies  for  a 
license  to  import  that  particular  dye,  the  license  is  refusea  and  the 
mill  is  referred  to  the  particular  firm  which  makes  that  dye.  In 
many  cases  when  mills  come  up  asainst  an  example  of  that  sort,  and 
write  to  that  mill  to  get  that  dve,  tnejr  find  that  tne  dye  will  not  serve 
the  purposes  for  which  the  mill  requires  it,  and  then  they  go  back  to 
the  board  again  and  the  board  says,  after  considering  the  matter, 
''We  were  mistaken."  Sometimes  they  say  that.  Sometimes  they 
will  refer  them  to  another  manufacturer,  and  they  keep  that  up  for 
weeks  and  weeks  going  from  one  manufacturer  to  another.  Some 
mills  have  told  me  that  they  were  referred  to  four  or  five  different 
manufacturers,  one  after  the  other,  and  finalljr  found  that  the  dye 

Erocurable  in  this  country  would  not  serve  their  purposes  and  they 
ad  finally  to  import  it. 

That  is  a  species  of  oppression  for  a  manufacturer,  and  they  so 
regard  it  and  resent  it  in  normal  times,  and,  I  think,  properlj^. 

During  the  war  they  were  willing  to  put  up  with  those  things  out 
of  patriotism,  for  one  reason,  and  for  another  reason  they  were  ex- 
ceedingly prosperous.  Everybody  was  turning  out  huge  quantities 
of  stun  ana  the  mills  were  running  to  their  full  capacity.  They  were 
selling  at  high  prices.  Their  profits  would  swallow  up  those  losses. 
But  to-day,  when  we  are  getting  down  to  hardpan  agam,  we  can  not 
do  those  tmngs. 

Senator  McLean.  I  still  contend  that  it  resolves  itself  into  a  mere 
administration  of  the  law.  If,  as  Mr.  Thompson  says,  you  can  import 
these  dyes  in  bond  in  sufficient  quantity  to  meet  any  possible  demand, 
and  if  tne  law  is  honestly  administered,  your  difficulties  all  disappear. 

Mr.  DEMiaNG.  No,  Senator;  I  beg  to  disagree. 

Senator  McLean.  That  is  apparent  to  me,  up  to  date. 

Mr.  Demming.  No,  sir;  I  do  not  agree  with  you. 

Senator,  let  me  say  tms,  in  passing,  that  any  licensing  system,  by 
reason  of  its  very  nature,  inherent  in  the  system  itself,  means  what  ? 
It  means  hampering  restrictions,  indefinite  terms,  a  del^ation  of 
authority,  uncertainty,  oppression,  embarrassment,  entanglements, 
and  busmess  troubles  ana  trials  of  all  kinds  and  descriptions;  ana 
you  can  not  get  away  from  it. 

That  is  what  a  licensing  system  means  and  what  must  accompany 
the  licensing  system.  That  is  our  position.  We  oppose  any  kind  of 
a  licensing  system  on  account  of  tnose  inherent  evils  in  the  system 

Senator  DilllsqUam.  Going  beyond  the  licensing  system,  what  is 
your  next  objection  t 

Mr.  Demming.  I  was  simply  going  to  refer  to  this  in  passing, 
Senator.  At  the  hearings  in  December,  1919,  and  January,  1920,  the 
statement  was  made  by  uie  gentlemen  favoring  embargo  and  licensing 
that  ereat  quantities  of  dyes  were  in  Germany  ready  to  be  dumped 
into  diis  country.  At  that  time,  by  reason  of  circumstances,  we  did 
not  know  whether  that  was  the  case  or  not.  They  had  access  to  all 
the  figures  in  the  various  departments,  and  we  had  to  depend  upon 
their  statement  to  that  effect. 

What  do  we  find  out  to-day  to  be  the  fact  ?  In  this  Census  of  Dyes 
and  Goal-Tar  Chemicals,  of  1920,  which  you^entlemen  have  had  here 
before  you,  put  out  by  the  United  States  Tariff  Commission  only  a 
few  weeks  ago,  on  page  14,  beginning  with  the  second  paragraph,  we 
find  this  language: 
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The  production  of  dyee  in  Gennany  during  the  first  year  after  the  signing  of  the 
armistice  was  practically  n^ligible  compared  with  the  prewar  output. 

We  go  farther  down  and  in  the  third  paragraph  we  find: 

This  rate  of  output  of  the  first  three  months  of  1921  is  less  than  one-half  the  German 
prewar  exports  of  coal-tar  dyes. 

I  say  that  at  that  time  when  these  gentlemen  made  those  state- 
ments and  told  us  as  one  of  their  main  ar^ments  for  this  legislation 
almost  two  years  ago  that  great  quantities  of  dyes  were  over  there 
ready  to  be  dumpeainto  this  country,  we  could  not  refute  or  confute 
that  statement.  We  did  not  know.  The  facts  came  out  from  the 
official  bureau  that  that  was  not  so. 

Senator  Dilunoham.  It  was  stated  in  evidence  that  Great  Brit- 
ain, after  taking  off  the  embargo,  laid  in  a  2-year  stock  from  Germany. 
Do  vou  know  whether  that  is  true  or  not  ? 

Mr.  Demmino.  I  do  not  know. 

Senator  Dillingham.  Do  you  know  how  she  procured  them  ? 

Mr.  Demmino.  I  know  this,  that  the  very  day  the  armistice  was 
signed  the  hotels  in  the  border  towns  of  Germany  were  crowded  with 
Englishmen.  They  rushed  into  Germany  as  rapidly  as  they  could 
ana  got  all  the  necessary  things  that  they  needed  in  England  into 
England  just  as  quickly  as  possible.     There  is  no  question  about  that. 

Senator  Dillingham.  Do  you  know  when  the  English  embargo 
was  lifted  ? 

Mr.  Demming  .  On  dyes  ? 
^  Senator  Dilungham.  Yes;  and  when  it  was  again  put  into  opera- 
tion? 

Mr.  Demming.  I  do  not  know  the  exact  date;  no,  sir. 

Mr.  Choatb.  I  can  give  you  those  dates  approximately.  It  was 
lifted  by  the  decision  of  Mr.  Justice  Hawkins  in  the  beginning  of 
1920.  1  think  it  was  January,  1920.  It  was  reim{>osed  by  the  act 
of  Parliament,  which  was  finally  signed  about  Christmas,  1920,  so 
that  the  embargo  was  not  in  effect  for  about  11  months. 

Senator  Simmons.  When  was  it  first  passed  \ 

'bSr.  Choate.  It  was  not  passed  after  the  armistice  until  1920,  in 
December.  It  was  continued  up  to  that  time  under  a  series  of  orders 
in  council  imder  the  customs  consolidation  act  of  1876. 

Senator  Dillingham.  It  has  been  stated  here  that  during  that 

Eeriod  England  laid  in  a  large  stock  of  German  dyes.  I  want  to 
now  if  you  know  anything  about  that. 

Mr.  Demming.  Our  manmacturers  in  this  country  have  been  visited 
by  different  English  manufacturers  in  this  interval  of  two  and  a 
half  years,  and  tney  have  told  us  when  they  were  speaking  confiden- 
tially that  imquestionably  England  laid  up  a  large  quantity  of  Ger- 
man dyes.  Just  how  much  I  do  not  know,  but  sufficient  for  a  con- 
siderable length  of  time  in  the  future. 

Senator  Dillingham.  What  is  the  period  covered  in  the  report  of 
the  Tariff  Commission  where  they  say  there  was  a  diminished  manu- 
facture of  dyes  ? 

Mr.  Demming.  For  one  year  after  the  armistice.  That  was  during 
practically  all  of  1919. 

Senator  McLean.  You  have  no  fear,  then,  of  German  competition 
in  this  supply  of  dyes  that  has  been  held  in  reserve  ? 

'hSi.  Demming.  In  Germany  ? 

Senator  MgIjsan.  Yes. 
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Mr.  Demmixo.  No;  we  do  not  think  there  is  any  fear  to  be  antici- 
pated at  all. 

Senator  McLean.  Then  the  economists  of  England  and  France 
and  Japan  and  Italy  disagree  with  you,  because  they  have  reimposed 
the  embargo. 

Mr.  Demming.  I  am  coming  to  that  later  on,  Senator,  if  you  will 
allow  me,  in  the  regular  order. 

I  want  to  show  you  the  fallacy  of  that  system.  I  want  to  show 
you  what  the  licensing  system  in  England  means.  It  is  a  very 
different  proposition  from  that  which  we  have  before  us  here. 

Let  me  call  your  attention,  on  that  point,  to  a  report  made  bv 
the  United  States  Department  of  Commerce  in  October,  1920,  witn 
regard  to  this  great  fear  that  they  say  they  have  of  German  com- 
petition and  of  German  dyes  inundating  tms  country.  We  do  not 
want  you  to  take  our  opinion  or  our  idea  about  it.  We  want  to  give 
you  an  official  report. 

Senator  McLean.  We  did  not  take  the  opinion  of  a  great  many 
Americans  of  high  standing  as  to  the  necessity  of  military  prepara- 
tion.    We  did  notprepare,  and  we  are  paying  for  it. 

Mr.  Demming.  Tnat  opinion  was  not  the  opinion  of  a  great  many 
of  us. 

Senator  McLean.  Conseauently  I,  as  one  American  citizen,  look 
with  suspicion  on  the  gentlemen  who  insist  that  we  need  not  fear 
German  competition  not  only  in  dyestuffs  but  everything  else,  pretty 
much,  that  we  need. 

Mr.  Demming.  Senator,  I  will  discuss  that  a  little  more  fully  later 
on.  I  want  to  say  just  now  that  we  are  just  as  patriotic  as  anybody 
else. 

Senator  McLean.  I  am  not  questioning  that. 

Mr.  Demming.  If  we  thought  an  embargo  and  licensing  system 
were  absolutely  essential  for  the  salvation  of  this  country  we  would 
not  be  here  protesting  it. 

Senator  McLean.  I  am  not  questioning  that  the  pacifists  in  1916 
were  patriotic.     I  think  they  were,  but  they  were  sadly  mistaken. 

Mr.  Demming.  We  were  not  pacifists  at  that  time.  Military  prepa- 
ration and  an  embargo  on  dyes  are  different  propositions,  as  1  thmk 
I  can  show  you  later  on. 

Senator  McLean.  You  were  not  pacifists  then,  but,  metaphori- 
cally, in  my  judgment,  you  are  pacifists  now. 

Mr.  Demming.  The  United  States  Department  of  Commerce  in  its 
report  for  October,  1920,  which  was  sent  out  two  or  three  months 
later,  says  this: 

With  the  return  of  peace  it  is  evident  that  whatever  the  demand  lor  dyee  made  in 
Germany  may  be,  that  country  will  never  reeain  its  lost  supremacy  in  the  world  trade 
in  dyestuffs.  The  United  States  has  abundant  coal  to  supply  the  raw  materials  for 
making  aniline  dyes.  Private  capital  has  been  supplied  as  fast  as  it  could  be  utilized 
in  establishing  scores  of  fatctories  and  in  trained,  skilled  operatives  and  chemists  for 
actual  and  experimental  work  on  a  large  scale.  There  has  been  an  increasing  tendency 
since  1916  to  centralize  or  consolidate  the  domestic  enterprise  in  order  to  cut  overhead 
expenses,  utilize  all  by-products,  and  reduce  the  price  of  finished  dyes.  It  has  not 
only  increased  production  but  has  developed  foreign  trade  as  shown  by  the  wide 
distribution  of  American  aniline  dyes  exported  in  the  calendar  years  of  1918  and  1919. 

Senator  McLean.  Do  you  dispute  the  testimony  of  the  witness 
who  preceded  you  that  already  Germany  is  driving  tne  Americans  out 
of  the  Chinese  market  and  otner  markets  ? 
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Mr.  Demming.  From  our  information  on  that  subject  I  do  not 
think  that  is  so. 

Senator  McLean.  You  think  he  is  incorrect  and  that  we  are  now 
controlling  the  foreign  market  1 

Mr.  Demming.  I  would  not  go  as  far  as  to  say  that  we  are  con- 
trolling it.  I  think  we  have  gotten  our  due  proportion  of  the  business 
in  foreign  markets,  as  I  think  this  will  show,  tor  1920.  That  is  the 
latest  census  on  the  subject.  We  exported  $35,000,000  worth  of 
dyes  last  year.  * 

Senator  McLean.  Anything  that  happened  in  1920  might  have  a 
bearing,  but  a  very  slight  bearing,  upon  what  is  happening  now. 

Mr.  Demming.  Senator,  with  the  trade  depression  -as  it  exists 
to-day  not  only  in  this  country  but  all  over  the  world — ^you  cer- 
tainly will  concede  that — the  latest  census  on  that  subject  for  the 
month  of  Jime  shows  that  we  exported  $600,000  worth  of  dyes  in 
June.     That  is  certainly  keeping  up  pretty  well. 

Senator  McLean.  I  do  not  Enow  what  comparative  figures  will 
show.     You  mean,  now,  1921  ? 

Mr.  Demming.  Yes,  sir.     I  will  finish  this  quotation: 

The  world-wide  shortage  of  dyestuffs  and  the  growing  demand  for  both  quality 
and  variety  of  such  materials  offer  every  opportunity  to  extend  the  foreign  n^arket 
for  American  colors.  Germany,  it  is  now  conceded,  will  not  be  the  strenuous  com- 
petitor she  was  formerly  in  the  foreign  trade.  Switzerland  is  the  only  country, 
other  than  the  United  states,  now^  making  aniline  colors  sufficient  to  meet  its  own 
requirements  and  able  to  export  on  a  large  scale,  and  the  Swiss  are  dependent  on  other 
countries  for  the  raw  materials. 

That  is  an  official  report. 

Senator  Dilungham.  From  what  is  that  quotation? 

Mr.  Demming.  That  is  from  the  United  States  Department  of 
Commerce  in  its  official  report  for  October,  1920.  It  came  out 
about  the  middle  of  December,  1920. 

Senator  Dilungham.  Is  that  when  Mr.  Redfield  was  Secretary? 

Mr.  Demming.  Yes;  I  guess  he  was  still  Secretary  at  that  time. 

Mr.  Metz.  Mr.  Alexander  was  Secretary  at  that  time. 

Senator  McLean.  I  quote  from  page  14  of  Tariff  Information 
Series  No.  23,  of  1920: 

In  estimating  the  significance  of  this  achievement  of  the  domestic  industry  in  the 
exportation  of  dyes  it  should  be  remembered  that  domestic  manufacturers  during 
1919  and  1920  have  met  little  competition  in  foreign  markets  from  German  dves.  It 
should  also  be  pointed  out  that  any  deductions  as  to  the  competitive  strength  of  the 
domestic  industry  which  are  based  on  exports  of  dyes  do  not  take  into  consideration 
the  fact  that  the  domestic  industry  is  still  deficient  in  the  important  group  of  vat 
and  alizarin  dyes. 

Mr.  Demming.  Yes;  those  are  the  dyes  that  are  not  made  here,  the 
fast  vat  dyes. 

I  want  to  be  as  brief  as  I  can.  I  do  not  want  to  take  up  your  time, 
and  I  hope  you  will  pardon  me  for  seeming-to  do  so.  I  want  to  point 
out  this,  which,  in  tne  general  discussion,  I  think  may  have  escaped 
the  attention  of  some  of  you  gentlemen. 

The  American  dye  manufacturer,  at  the  present  time,  has  five 
distinct  and  generous  methods  of  protection,  or  will  have  when  this 
bill  goes  through,  supposing  that  it  goes  through  without  the  emba^o 
and  licensing  part  oi  it.  Those  dif^rent  methods  are  as  follows :  He 
has,  first,  the  tariff,  30  and  7  on  the  intermediates  and  35  and  7  on  the 
finished  dyes.     Crudes  are  all  free.     Then  he  has  the  antidumping 
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clause  of  the  emergency  tariff.  That  part  of  the  emei^ency  tariff, 
as  you  gentlemen  recall,  is  a  permanent  feature.  It  is  said  that  all 
these  terrible  things  are  going  to  happen ,  that  all  the  dyes  that 
Germany  can  turn  out  she  is  going  to  aump  in  here.  Mr.  Fordney 
and  his  committee,  as  you  gentlemen  know,  have  given  years  of 
thought  to  this  subject  and  have  modeled  the  bill  along  the  lines  of 
the  Canadian  antidumping  law,  and  that  has  proved  an  efficient 
thing  in  Canada,  and  we  believe  it  will  prove  equally  efficient  in  this 
country  and  prevent  all  these  terrible  things. 

In  addition  to  those  two  methods,  if  this  bill  goes  through,  they 
have  got  American  valuation.  The  American  valuation,  in  my 
humble  opinion,  is  going  to  prove,  not  absolutely,  but  pretty  nearly 
an  embarffo. 

On  that  point  let  me  just  call  your  attention  to  one  quotation. 
I  just  want  to  read  one  paragraph  out  of  a  very  carefully  thought  out 
editorial  from  what  I  consider  the  leading  and  most  influential 
American  newspaper  published 

Senator  Dilungham*.  What  paper  is  it  ? 

Mr.  Demming.  The  New  York  Herald.  This  editorial  was  pub- 
lished on  the  27th  day  of  July  of  this  year  and  is  as  follows: 

A  wall  is  a  wall,  and  incomprehensibly  thick  stupidity  is  when,  with  full  protection 
completely  eained  by  the  American  valuation  of  a  dutiable  article,  anyoody  stiU 
wants  to  build  up  on  top  of  that  wholly  sufficient  structure  of  protection  ten  or  twenty 
stories  more  to  make  the  tariff  wall  overshadow  the  Woolworth  Building.  It  is  that 
bungling  and  blundering  for  which,  wherever  it  still  may  survive  in  the  Fordney 
tarin,  Congress  needs  to  dig  a  nameless  grave. 

I  do  not  want  to  comment  on  it  any  more  than  that.  I  am  not 
here  opposing  American  valuation.  I  just  want  to  call  your  attention 
to  the  rather  universal  feeling  with  regard  to  it. 

Senator  McLean.  Especially  from  the  importing  center  of  New 
York. 

Mr.  DEMBaNO.  I  do  not  think,  sir,  that  the  New  York  Herald  is 
influenced  hy  that. 

Senator  McLean.  And  the  importers  are  advertising  generally  in 
the  metropolitan  napers. 

Mr.  Demminq.  Not  in  this  particular  paper.  I  think  if  you  will 
read  it  and  notice  it  you  will  nnd  that  is  not  the  case. 

Senator  McLean.  I  read  it  every  day. 

Mr.  Dembonq.  Those  three  methods  are  general  to  all  American 
industries;  but  the  domestic  dye  manufacturer  has  two  other  methods 
which  are  unique  and  which  I  think  you  gentlemen  possibly  do  not 
fully — I  will  not  say,  understand,  but  appreciate  and  apply  to  a  dis- 
cussion of  this  subject. 

Senator  McLean.  Do  not  understand  that  I  am  an  unreasonably 
high  tariff  man.  I  am  not.  I  have  been  accused  of  taking  the  con- 
trary position  at  times.  But  just  now  we  must  take  chances,  and 
let  us  take  as  few  as  we  can 

Mr.  Demming.  That  is  what  we  say. 

Senator  McLean.  In  stimulating  and  preserving  our  American 
standard  of  living — and  especially  m  this  industry,  which  means  so 
much  to  us  in  the  future — if  we  are  to  meet  with  any  degree  of  suc- 
cess in  the  fierce  competition  that  is  bound  to  come,  my  own  fear  is 
that  our  foreign  trade  will  grow  more  and  more  uncertain  as  applied 
to  competitive  articles  because  of  the  high  standard  of  life  whicn  we 
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want  to  maintain  here  and  because  of  the  low  cost  of  production 
abroad,  and  everything  that  we  can  do  temporarily  to  invite  the 
skilled  mechanics  of  the  highest  quality,  and  ciiemists,  into  a  certain 
line  of  business  that  will  reduce  the  cost  of  the  processes  of  manu- 
facture, independent  of  the  labor  cost,  is  something  we  ought  to  con- 
sider very  carefully.  Temporary  inconveniences  may  exist.  There  is 
no  doubt  that  that  is  so.  It  is  just  as  important  and  just  as  proper 
for  the  American  people  to  endure  those  temporary  inconveniences 
as  it  was  during  the  war  to  go  without  all  the  luxuries  that  we  had 
been  in  the  habit  of  having. 

Mr.  Demhing.  I  agree  with  almost  all  that  the  Senator  has  said, 
but  I  think  your  remarks  apply  to  all  American  industrieis  at  the 
present  time. 

Senator  McLean.  Certainly  thej  do;  but  we  do  not  need  embar- 
goes on  them  all,  as  I  underst^d  it. 

Mr.  Demming.  That  is  the  very  point. 

Senator  McLean.  I  think  I  am  somewhat  famiUar  with  it.  When 
we  take  into  consideration  the  interdependence  and  the  correlation  of 
these  chemicals  and  dyestuffs  we  have  to  be  verjr  careful  and  watchful 
of  the  10  or  20  per  cent  that  we  are  not  making  in  this  country  or  our 
failure  to  do  so  will  undermine  and  discourage  progress  of  the  indus- 
try in  this  country. 

As  the  gentleman  who  just  testified  said,  he  is  about  to  invest 
capital  in  the  production  of  colors  which  he  does  not  now  manufac- 
ture. I  think  he  is  an  honest  man.  He  seems  to  me  to  be,  and  also 
a  patriotic  man.  He  says  to  the  committee  that  ''Here  is  a  specific 
instance.  Unless  we  got  an  embargo  our  business,  we  think,  is  lost; 
and  certainly  we  will  not  invest  another  dollar  in  it." 

Those  things  seem  to  me  to  be  of  importance  at  this  jimcture  when 
nobodv  expects  that  we  are  going  to  put  on  a  permanent  embargo. 

Mr.  TDemming.  Right  in  that  connection,  Senator,  let  me  call  your 
attention  to  this: 

In  1916,  when  the  war  had  been  on  for  two  years  and  the  dye  busi- 
ngs in  America  was  getting^on  its  feet,  the  domestic  dye  manufac- 
turers came  down  here  to  Washington  and  said,  *'We  want  a  tariff 
bill  to  protect  our  business.''  A  committee  was  appointed  of  dye 
manufacturers  themselves.  Dr.  Hesse,  a  very  able  chemist  and  a 
man  who  knows  the  business  from  A  to  Z,  was  chairman  of  that  com- 
mittee.    I  think  Mr.  Metz  was  on  that  committee  also. 

Mr.  Metz.  Yes;  I  was  on  that  committee. 

Mr.  Demming.  AU  dve  manufacturers  were  on  the  committee. 
Hearings  were  held  and.  the  subject  was  gone  into  deeply,  and  then 
ihej  made  a  report  to  Congress  based  upon  their  investigation  and  a 
bill  was  drawn  up  which  is  known  to-day  as  the  Hill  bill,  which  gave 
them  practicallv  all  the  protection  they  asked  at  that  time.  They 
said  that  was  absolutely  all  that  was  necessary  adequately  to  protect 
the  industry  and  put  it  on  its  feet  and  protect  it  agamst  foreign 
competition. 

Tney  have  that  protection  to-day.  That  was  in  1916.  Two  years 
ago  Mr.  Nicholas  Longworth,  one  of  the  principal  proponents  of  this 
present  proposed  legislation,  got  up  on  the  floor  of  the  House,  and 
m  the  most  emphatic  and  deliberate  way,  in  a  prepared  speech,  said 
that  all  that  the  American  domestic  dye  manufacturer  needed  was 
two  years  of  an  embargo,  and  that  then  they  could  turn  out  all  these 
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dyes  and  take  care  of  ourselves.  I  remember  hearing  that  speech. 
We  have  had  that  embargo  for  over  two  years,  and  now  they  want 
three  years  more  of  it. 

Senator  McLean.  We  have  progressed,  have  we  not  ? 

Mr.  Demmino.  Yes;  but  they  had  carefully  measured  their  dis- 
tance at  that  time. 

Senator  McLean.  You  yourself  said,  not  15  minutes  ago,  that  the 
chances  are  that  we  will  produce  these  vat  dyes  in  this  country. 

Mr.  Demmino.  Certainly  we  will,  and  we  will  produce  them  with- 
out an  embargo.     We  will  produce  them  by  ordinary  tariff  protection. 

Senator  McLean.  That  is  where  we  diner. 

Senator  McCumber.  We  have  now  run  half  an  hour  beyond  our 
allotted  time.  If  you  can  close  in  a  few  minutes,  Mr.  Demming,  we 
will  go  on. 

Mr.  Demmino.  I  have  several  things  here  yet,  Mr.  Chairman. 

Senator  McLean.  It  is  not  the  fault  of  the  witness;  but  I  think  it 
is  saving  time  for  me  to  drop  in  my  suggestions  as  we  go  along,  and 
then  when  we  are  through  we  are  tnrou^. 

Senator  McCumber.  How  long  will  it  take  you,  Mr.  Demming? 

Mr.  Demmino.  About  half  an  hour  more,  sir.  * 

Senator  McCumber.  If  it  will  take  you  that  long,  we  will  take  a 
recess  untQ  2.30  o'clock. 

(Whereupon,  at  12.30  o'clock  p.  m.,  the  committee  took  a  recess 
until  2.30  o'clock  p.  m.) 

Ai-^rER  recess. 

The  committee  reconvened  at  the  expiration  of  the  recess,  Senator 
McCumber  presiding. 

Senator  McCumber.  Mr.  Demming,  will  you  proceed  with  your 
testimony  now  ? 

STATEMENT  OF  GEORGE  DEMMING—Beaumed. 

Mr.  Demming.  I  want  to  say,  gentlemen,  with  reference  to  the 
discussion  we  had  when  I  first  started  my  testimony  with  regard  to 
the  discrimination  exercised  against  these  different  mills,  in  order  to 
explain  what  I  then  said,  that  I  do  know  of  many  cases  where  mills 
asked  for  licenses  to  import  certain  fast  colors  that  they  required  in 
their  business  and  were  refused.  In  some  instances  they  asked  more 
than  once  and  were  still  refused.  Then,  they  would  either  give  up 
that  particular  job  in  disgust  and  turn  to  something  else  or  use  the 
dyes  which  they  could  get  in  the  American  market.  That  is  unoues- 
tionably  the  reason  why  so  much  of  this  complaint  has  come  in  about 
shirts  not  standing  the  laundry  and  dress  goods  fading  and  losing 
their  colors,  which  the  public  has  been  buying. 

Senator  McCumber.  Due  to  the  fact  that  the  board  insisted  that 
you  could  get  just  as  good  dyes  in  the  United  States  when,  in  fact,  you 
could  not  get  them  ? 

Mr.  Demmino.  Precisely.  In  the  case  of  other  mills  that  in  certain 
instances  made  threats  tney  did  finally  get  their  licenses  and  were 
allowed  to  import  those  particular  dyes  which  they  needed  and 
turned  out  superior  goods,  and  thereby  got  a  handicap  on  their  com- 
mercial rivals  m  this  country. 
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Senator  McCumber.  Then,  after  they  had  granted  it  to  one  firm,  I 
will  say,  could  the  others  get  it  that  had  been  refused  before  ? 

Mr.  Demmino.  Sometimes  they  could  and  sometimes  they  could 
not.  I  have  a  case  here  which  I  will  come  to  later  where  one  mill  was 
first  refused  and  finally  succeeded  in  getting  a  license  to  import 
and  another  mill  applying  within  a  few  days  afterwards  was  refused 
a  license  to  import  tne  very  same  dye.  That  I  want  to  take  up  in 
connection  witn  these  specific  letters  and  complaints  from  mills  that 
I  have. 

Senator  McCumber.  What  I  want  to  know  is,  was  the  application 
renewed  after  the  first  person  had  been  granted  the  right  to  receive 
the  dyes  ? 

Mr.  Demming.  Yes,  sir. 

Senator  McCcxm ber.  And  still  the  board  refused  to  accept  them  ? 

Mr.  Demmino.  Still  the  board  refused,  although  they  reconsidered 
their  first  refusal  with  regard  to  one  mill  and  granted  a  permit  to 
that  mill,  and  then  turned  around  and  refused  another  null  for  the 
identical  dye  afterwards. 

vSenator  McCumber.  How  do  you  account  for  that  ? 

Mr.  Demmino.  I  can  not  account  for  it.  It  is  either  gross  care- 
lessness or  it  is  favoritism,  one  or  the  other.  I  was  saying,  gentlemen, 
when  I  stopped,  that  the  American  dye  manufacturer  at  tne  present 
time 

Senator  La  Follette.  Are  you  coming  to  this  subject  further  on  ? 
Because  otherwise  I  want  to  ask  how  extensive  this  discrimination 
was. 

Mr.  Demmino.  Well,  during  1919 

Senator  La  Follette.  I  oo  not  want  to  interpose  that  question 
now  if  you  are  coming  back  to  it  again. 

Mr.  Demming.  I  am  only  coming  back  to  it  as  the  condition  exists 
at  the  present  time.  What  I  meant  particularly  to  refer  to  before 
was  the  condition  as  it  existed  during  1919  and  1 920.  In  other  words, 
I  was  trving  to  cover  up  the  gap  between  -our  last  hearings  and  the 
present  hearings. 

Those  discriminations  undoubtedly  exist,  and,  as  I  said  before,  the 
mills  werQ  willing  to  put  up  with  those  things  as  long  as  we  were  at 
war.  That  was  one  reason.  The  other  reason  was  they  were  run- 
ning at  such  full  capacity  and  really  making  such  large  profits  that 
they  were  able  and  willmg  to  pass  the  thing  by;  gloss  it  over,  in 
other  words.  But  now  they  have  gotten  back  to  a  normal  basis,  or 
are  rapidly  getting  there,  and  they  want  these  things  cleaned  up 
and  to  be  able  to  start  again  from  a  sound,  solid,  clean  basis. 

I  was  trying  to  point  out,  when  we  took  our  recess,  that  at  the 
present  time,  domestic  dye  manufacturers  have  five  distinct  and  gen- 
erous methods  of  protection  if  this  bill  goes  through  in  its  present 
shape,  American  valuation  and  everything  else,  without  the  embargo 
and  the  license  feature  in  it;  in  other  words,  as  it  came  from  tne 
House. 

Three  of  those  methods  I  had  mentioned.  First,  the  straight  tariff; 
second,  the  antidumping,  which,  as  you  Senators  know,  is  a  perma- 
nent feature  of  the  emergency  tariff  bill;  and,  third,  the  American 
valuation. 

Of  course,  those  three  methods  of  protection  apply  to  all  Anierican 
industries;  but  in  addition  to  those  three  methods  of  protection  the 


690  TABIFF  HEARINGS. 

American  dye  manufacturer  has  two  other  methods  which  I  think 
you  gentlemen  ought  to  keep  in  mind  in  intelligently  considering 
this  (question.  The  first  is  standardization.  Now,  that  standardiza- 
tion is  a  beautiful  little  joker  inserted  into  this  bill  and  is  in  the  present 
law  as  it  came  to  you  from  the  House.  It  is  on  page  11 ,  beginning 
at  line  8,  and  readmg  as  follows: 

Provided^  That  the  specific  duty  of  7  cents  per  pound  herein  provided  for  on  colors, 
dyea,  or  stains,  whether  soluble  or  not  in  water,  color  acids,  color  bases,  color  lakes, 
leuco  compounds,  indoxyl,  and  indoxyl  compounds,  shall  be  based  on  standards  of 
strength  which  shall  be  established  by  the  Secretary  of  the  Treasury,  and  that  upon 
all  importations  of  such  articles  which  exceed  such  standards  of  strength  the  specific 
duty  of  7  cents  per  pound  shall  be  computed  on  the  weight  which  the  article  would 
have  if  it  were  diluted  to  the  standard  strength,  but  in  no  case  shall  any  such  articles 
of  whatever  strength  pay  a  specific  duty  of  leas  than  7  cents  per  pound. 

That,  according  to  our  experience  and  according  to  what  the  dye 
men  tell  us — and  we  think  this  is  correct — is  goin^  to  work  this  way: 
As  some  of  you  gentlemen  know,  in  many  muls,  m  fact,  in  all  millsy 
they  use  dinerent  standards  of  strength.  One  mill  will  use  a  paste  or 
powder  of,  say,  20  per  cent  strength.  Another  mill,  for  the  purpose 
of  its  manufacture,  will  have  a  paste  or  powder  twice  that  strength. 
And  these  dyes  run  all  the  way  from  20  per  cent  strength  up  to  5,  6,  7, 
and  I  think  as  high  as  9  per  cent  strength;  that  is,  nme  times  the  20 
per  cent.  We  wul  take,  lor  instance,  a  well-known  dye  called  rhoda- 
mine  B.  Rhodamine  B,  before  the  war,  single  strength,  sold  for  20 
cents  per  pound.  Five  times  that  strength,  rhodamme  B  extra,  as 
it  was  called,  sold  for  80  cents  per  pouna.  Th^t  would  be  in  value 
not  quite  5  times  20;  but  it  was  five  times  the  strength  of  rhoda- 
mine B. 

Now,  if  the  Secretary  of  the  Treasury — and  it  is  left,  as  I  take  it, 
to  his  discretion — construes  this  bill  in  the  light  of  fully  protecting 
the  American  dve  manufacturer,  we  believe  that  he  is  going  to  take 
the  low  strengtn  as  the  standard.  Say,  for  instance,  in  the  case  of 
that  particular  dve,  rhodamine  B,  20  per  cent  is  the  standard  in 
strength.  How  does  that  operate  to  the  benefit  of  the  dye  manu- 
facturer? If  we  have  to  import  rhodamine  B  extra,  whicn,  by  the 
way,  although  before  the  war  sold  for  80  cents  per  pound,  to-day  is 
selling  for  $9  per  pound,  made  by  the  Du  Fonts — ^we  pay  a  duty  on 
that  of  35  per  cent  on  the  $9,  or  $3.15,  and  then  you  might  suppose 
to  that  we  add  a  specific  duty  of  7  cents.  But  that  would  not  be  so. 
It  would  not  be  7  cents,  but  as  many  times  7  cents  as  the  standu^d 
goes  into  that  strength,  or  five  times  7,  which  would  be  $3.50 
mstead  of  $3.22.  That  is  the  way  we  construe  this,  as  we  call  it, 
"joker,''  to  mean.  In  other  words,  it  is  another  method  of  protection 
for  the  American  dye  manufacturer  of  pro  rata  gross  duty  levied  upon 
the  imported  dyes. 

Senator  Smoot.  That  would  be  r^t  if  the  7  cents  were  on  the  lower- 
priced  article  into  this  countrv.  Whether  the  7  cents  is  right,  I  will 
not  say;  we  can  agree  upon  that  when  we  find  out,  but  the  principle 
of  providing  for  tnis  is  correct.  For  instance,  if  I  import  alizarins, 
we  will  say,  of  the  strength  of  20  per  cent — ^well,  in  liquid  form,  in 
barrels,  we  will  say — I  should  not  pay  the  same  duty  upon  tnat 
liquid  form  alizarin  in  barrels  as  I  would  pay  unpon  the  full  strength 
of^the  alizarin  in  powder  form. 

Mr.  Dbmmino.  m;  I  agree  with  you. 
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Senator  Smoot.  That  is  this  principle,  and,  of  course,  there  has  to 
bo  some  kind  of  a  principle  establisned  in  order  to  get  a  just  rate 
that  will  fit  all  importations.  As  to  whether  this  7  cents  on  the  low 
importation  is  too  nigh;  that,  of  course,  we  will  take  into  consideration, 
but  you  will  admitvourself  that  the  principle  is  correct  ? 

Mr.  Demming.  The  principle  is  correct.  I  am  merely  citing  that, 
Senator,  to  point  out  to  you  gentlemen  that  it  is  still  another  method 
of  protection  to  the  American  dye  manufacturer.  In  other  words,  it 
increases  the  duty  on  the  importation. 

Senator  MoCtJMBER.  What  is  the  usual  strength  ? 

Mr.  Demming.  That  is  a  hard  question  to  answer.  Certain  mills 
get  in  the  habit  of  using,  say,  a  40  per  cent  strength,  and  their  dyer 
will  not  dye  with  anything  else.  Another  mill  msists  upon  a  full 
100  per  cent  strength.  It  is,  to  a  large  extent,  a  matter  of  habit, 
and  it  is  partly  affected  by  the  kind  of  goods  that  the  mill  turns  out. 

Senator  McCumber.  The  point  I  was  trying  to  get  at  in  my  ques- 
tion is  what  reason  would  you  have  for  assuming  that  the  Secretary 
of  the  Treasury  would  adopt  20  per  cent  rather  than  100  per  cent 
or  an  intermediate  per  cent  ? 

Mr.  Demming.  Tne  reason  we  assume  that  is  because  we  believe 
that  this  bill,  or  at  least  this  part  of  the  bill,  is  primarily  to  protect 
the  American  dye  manufacturer,  and,  therefore,  every  construction 
is  going  to  be  placed  upon  this  bill  in  its  interpretation  with  that  in 
view,  namely,  to  protect  the  American  dye  manufacturer  to  just  as 
great  an  extent  as  possible. 

Senator  McCumber.  You  think  they  would  commence  with  20 
per  cent  rather  than  with  40  or  60  per  cent  ? 

Mr.  Demming.  Yes,  sir;  I  believe  so. 

Senator  La  Follette.  Would  it  not  be  possible  to  name  the  per- 
centage of  strength  in  the  law  itself  at  which  the  particular  duty 
should  be  levied  f 

Mr.  Demming.  That  could  be  done  and  that  would  be  a  part 
solution,  but  right  in  that  connection  I  want  to  point  this  out  to  you 
gentlemen,  ana  I  think  Senator  Smoot  will  appreciate  this.  The 
dye  manufacturers  tell  me,  or  at  least  those  wno  talk  freely  to  us, 
that  it  has  never  heretofore  been  attempted  to  standardize  dyes 
according  to  strength,  and  they  say  that  it  is  going  to  be  a  very 
difficult  proposition;  it  is  almost  impossible. 

Senator  Smoot.  You  could  not  have  the  items  named  in  this 
proviso  all  named  here  and  have  one  strength,  because  every  single 
one  differs  with  the  minimum  strength  it  would  pay  anybody  to  use. 

Mr.  Demming.  Yes,  sir;  and  everv  dye  manufacturer  turns  out  a 
dye  that  is  of  a  different  strength  almost  from  the  other  fellow,  and 
in  order  to  standardize  dyes  we  believe  the  Government  will  have  to 
start  a  laboratory  and  employ  a  lot  of  chemists.  It  is  going  to  be  an 
immense  job,  they  are  going  to  have  a  dickens  of  a  time  domg  it,  and 
it  is  going  to  take  a  long  'vraile. 

Senator  Smoot.  With  our  acids  in  every  tariff  bill  that  I  have  had 
anything  to  do  with  we  standardize  the  rate  upon  the  degree  of  the 
strength  in  the  acids,  but  that  is  in  specific  cases  of  acids  alone. 
These  here  cover  so  many  things  that  it  would  be  absolutely  impos- 
sible to  have  one  rate  of  strengwi  apply  to  each  one. 

ifr.  Demming.  It  is  going  to  be  a  tremendous  task. 
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Senator  La  Foixette.  Who  is  going  to  interpret  what  standard- 
ization means  ? 

Senator  Shoot.  This  is  how  it  is:  There  is  not  a  thing  mentioned 
here  but  what  has  a  minimum  standard  of  strength  and  a  maximum 
standard  of  strength,  and  everyone  that  uses  them  knowsiust 
exactly  what  they  are.  For  mstance,  take  alazarines.  Wnen 
fdazannes  first  came  out  there  were  very  few  American  manufac^ 
turers  that  used  them  except  in  liquid  form.  Freight  also  cuts  quite 
a  figure  in  it.  Then,  in  Germany  Uiey  began  to  manufacture  a  dry 
form  of  it;  and,  as  the  witness  says,  some  dyers  still  insist  upon 
using  one  form  and  other  dyers  another  form.  As  the  woolen  mill 
and  every  other  mill  depends  upon  the  dyer,  they  have  to  put  up  with 
his  whims  a  great  deal,  and  he  is  more  or  less  the  cock  of  the  walk,  as 
we  call  it. 

Mr.  Dbmming.  I  just  want  to  confirm  what  Senator  Smoot  has  said 
by  citing  my  experience  with  these  mill  men.  I  first  came  in  contact 
with  this  dye  business  in  1912,  when  I  was  employed  by  the  secretary 
of  the  executive  committee  of  the  American  Association  of  Woolen 
and  Worsted  Manufacturers  to  clean  up  the  dye  business  in  their 
mills.  It  had  gotten  to  a  point  where  there  was  so  much  corruption 
and  crookedness  that  they  really  could  not  carry  on  business  profitably 
and,  inasmuch  as  most  of  my  experience  had  been  in  the  trial  of  civil 
suits  in  court,  they  picked  me  as  the  fellow  to  do  it.  I  came  in 
contact  wiih  a  great  many  of  these  dyers  and  mill  men  tnroughout 
the  eastern  part  of  Uiis  country,  and  I  found  out  this  peculiar  uung^ 
and  in  order  to  intelligently  upderstand  this  question  you  have  to 
keep  this  in  mind:  I  found  that  nearly  all  these  mill  men,  while  some 
of  tnem  are  very  smart  business  men — that  is,  the  heads  and  man- 
agers of  the  mills — and  know  every  inch  of  their  business,  when  they 
come  to  the  door  of  the  dyehouse  they  are  absolutely  upagainst  it ; 
they  do  not  know  what  is  going  on  in  that  dyehouse.  xhey  are  at 
the  mercy  of  their  dyers,  and  the  dyer  can  issue  all  kinds  of  proclama- 
tions andf  statements,  and  they  have  to  take  his  word  for  them. 

Senator  Smoot.  Either  that  or  fire  him  ? 
'  Mr.  Demmiko.  Yes;  and  you  can  not  fire  them,  because  there  is  a 
very  close  Masonry  among  them. 

Senator  Dilunoham.  Have  you  concluded  upon  that  subject  t 

Mr.  Demmino.  I  was  talking  about  standardization. 

Senator  McLean.  Fixing  rates  1 

Mr.  Demmino.  No;  standardization  as  raising  the  rates  of  duty, 
being  a  provision  in  the  bill  which  will  increase  the  protection  for  the 
American  dye  manufacturer  by  raising  the  rates  oi  duty,  according 
to  the  strength  which  is  established  as  a  standard. 

Senator  McLean.  If  they  use  a  domestic  product  they  will  not  be 
bothered  with  that. 

Mr.  Demmino.  Oh,  yes. 

Senator  McLean.  I  thought  you  were  speaking  of  duties. 

Mr.  Demmino.  I  am  speaking  about  the  protection  that  the 
American  dye  manufacturer  is  going  to  receive  by  reason  of  the 
provisions  in  this  bill  outside  of  embargo  and  licensing;  that  stand- 
ardization is  another  form  of  protection.  Now,  there  is  still  a  fifth 
method  of  protection. 

Senator  La  Follette.  Before  you  leave  that  may  I  ask  you  to 
turn  to  page  12?    You  have  cited  the  lines  on  page  11.    Now  turn 
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to  page  12,  benxming  with  line  10.  Will  you  construe  that  in  con- 
nection ¥dth  tne  provision  to  which  you  call  the  attention  of  the 
committee?  ^ 

Mr.  Demming  Beginning  vdth  the  words  "Provided  further"? 

Senator  La  Follette.  rfo;  beginning  with  line  10,  *'in  the  en- 
forcement of  the  forgoing  provisos,  the  Secretary  of  the  Treasury 
shall  adopt  a  standard  of  strength  for  each  dye  or  other  article 
which  shall  coi^orm  as  nearly  as  practicable  to  the  commercial 
strength  in  ordinary  use  in  the  United  States  prior  to  July  1,  1914." 
That  nas  the  same  relation. 

Mr.  Demming.  That  has  the  same  relation.  The  difficulty  about 
that  is  all  strengths  of  dyes  are  in  commercial  use.  I  do  not  see 
how  that  is  goi^  to  help  Is  very  much. 

Senator  Smcx>t.  It  would  help  you  in  this  way,  that  the  minimum 
strength  would  be  taken  as  the  oasis,  or  else  the  maximum  strength, 
and  were  would  be  deducted  therefrom  the  strength  falling  below 
the  maximum.  If  you  take  the  minimum,  whatever  the  strength 
above  the  maximum  happened  to  be  it  would  be  the  basis  of 
assessment. 

Senator  La  Follette.  What  1  was  curious  to  know  was  how 
much  higher  you  could  go,  dependent,  perhaps,  upon  a  standard  ? 

Senator  MoOumbeb.  That  is  the  reason  I  askea  a  short  time  ago 
what  the  usual  amount  was  of  an  article  in  general  use. 

Senator  Smoot.  That  would  be  the  minimum  strength  that  is  used 
in  the  trade,  and  that  is  generally  known. 

Senator  MoCumbeb.  But  as  I  understood  the  article  read  by 
Senator  La  Follette  it  does  not  say  minimum;  it  says  the  usual 
strength. 

Mr.  Demming.  It  says  the  ''  commercial  strength  in  ordinary  use." 

Senator  Smoot.  It  says ''  that  upon  all  importations  of  such  articles 
which  exceeds  such  standards  of  strength  the  specific  duty  of  7  cents 

fer  pound  shall  be  computed  on  the  weight  which  the  article  woidd 
ave  if  it  were  diluted  to  the  standard  strength."  That  reads  that  it 
shall  be  the  maximum  and  dilute  below  that  amount.  If  they  should 
rule  that  it  was  the  minimum,  and  the  minimum  were  7  cents  per 
poimd,  then,  if  it  was  double  the  minimum,  it  would  be  14  per  cent; 
if  three  times  the  minimum,  it  would  be  21  cents. 

Mr.  Demming.  And  remember.  Senator,  that  does  not  have  any 
application  to  the  ad  valorem.  It  means  that  many  times  the  specific 
as  the  standard  goes  into  that  strength  that  you  buy.  So  we  say 
that  that  is  an  additional  method  of  protection  for  the  American  dye 
manufacturer. 

He  has  still  a  fifth  method  of  protection.  You  gentlemen  have 
heard  considerable  said  about  this  great  beneficient  mstitution,  the 
Chemical  Foundation.  The  Chemical  Foundation  bought  for  the 
mimificent  sum  of  $250,000  (and  which  has  been  well  ^aid  to  be  about 
2  per  cent  of  their  real  value),  as  I  understand,  about  4,600  patents. 
Those  patents  owned  by  the  Chemical  Foundation  happen  to  cover 
most  of  these  dyes  which  are  not  made  in  this  country;  mat  is,  the  vat 
dyes.  Therefore,  what  happens  ?  Whenever  anybody  imports  these 
vat  dyes,  the  importer  or  the  mill  that  uses  them,  before  you  can  use 
an  oimce  of  these  vat  dyes,  the  Chemical  Foundation  comes  along  and 
says,  "You  can  not  use  that,  you  have  to  pay  us  a  royalty  of  10  per 
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cent/'  and  that  10  per  cent  is  an  additional  cost  to  the  price  of  the 
dye  which  you  use  in  your  factory. 

Senator  McLean.  They  can  not  use  it  without  that  ? 

Mr.  Demming.  They  say,  **You  can  not  use  it  unless  you  pay  us 
that  royalty." 

Senator  Smoot.  Does  not  the  American  manufacturer  have  to  pay 
a  5  per  cent  royalty  ? 

Mr.  Demmino.  For  making  it  the  American  manufactiurer  pays 
2  per  cent. 

Senator  Smoot.  So  there  would  be  the  difference  between  the  2  per 
cent  or  8  per  cent  ? 

Mr.  Demming.  The  difference  is  in  favor  of  the  domestic  manu- 
facturer. I  mention  that  to  show  that  that  is  another  additional 
protection  to  the  domestic  manufacturer.  So  we  say  that  in  addition 
to  the  three  methods  of  protection,  which  cover  all  American  indus- 
tries, the  American  dye  manufacturer  has  two  other  and  very  gen- 
erous methods  for  protection  which  other  industries  do  not  enjoy. 

Senator  McLean.  Can  you  tell  the  comnuttee  what  percentage  of 
the  total  number  of  dye  patents  is  controlled  by  tnis  Chemical 
Foundation  ? 

Mr.  Demming.  Speaking  in  roxmd  numbers,  Senator,  there  were 
seized  by  the  Alien  Property  Custodian,  shortly  after  we  got  into  the 
war  ana  after  the  trading  with  the  enemy  act  was  sigUM,  between 
5,600  and  5,700  German  patents  on  dyes  and  chemicals.  About  1,100 
of  those  patents  were  sold  by  the  Alien  Property  Custodian  and  were 
bought  in  by  two  mills,  one  in  West  Virgima  and  the  Grasselli  Chem- 
ical Co. 

Senator  La  Follette.  What  was  the  name  of  the  one  in  West 
Virginia  ?    Do  you  remember  ?  t 

Mr.  Demming.  The  company,  you  mean? 

Senator  La  Follette.  Yes. 

Mr.  Demming.  The  Sterling  Products  Co. 

Senator  Calder.  Were  they  the  purchasers  t 

Mr.  Demming.  I  have  heard  the  stoiy  that  they  purchased  all  of 
those  1,100  patents  and  then  disposed  of  some  of  them  to  the  Grasseli 
Co.;  and  I  nave  heard  that  the  two  companies  together  bid  at  the 
sale  and  divided  these  patents  between  them.  I  was  not  at  the  sale, 
and  these  sales  of  the  Alien  Property  Custodian  were  always  mysteri- 
ous to  outsiders.     But,  at  any  rate,  that  is  where  they  went. 

The  remainder  of  these  valuable  patents  were  privately  disposed 
of  for  this  very  large  sum  of  $250,000  to  the  Chemical  Foimdation, 
and  they  own  them  and  hold  them  to-day  and  exact  this  royalty. 

Senator  McLean.  Yes;  but  you  can  not  give  us  any  idea  of  what 
percentage  of  the  total  number  of  patents  is  controlled  by  this  Chem- 
ical Foimdation  ? 

Mr.  Demmino.  Do  you  mean  of  the  total  number  of  patents  on 
dyes? 

Senator  McLean.  Yes. 

Senator  I^  Follette.  About  four-fifths,  I  think. 

Mr.  Demming.  Yes;  I  would  say  forty-five  fifty-sixths.  It  would 
be  slightly  over  four-fifths. 

Senator  Smoot.  But  many  of  the  four-fifths  are  of  no  value  p&r<> 
ticularly. 
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Mr.  Demming.  So  far  as  dyes  are  concerned.  Some  of  them  are 
chemicals.  One  of  thejpatents  is  the  patent  on  the  article  made  by 
Mr.  MetZy  salvarsan.  (Jne  is  synthetic  indigo.  We  have  had  the 
matter  investigated  and  we  know  that  for  the  last  year,  for  instance, 
in  1920,  the  du  Fonts  made  the  largest  amount  of  synthetic  indigo  in 
this  comitry.  They  paid  to  the  Alien  Property  Custodian's  oflRce 
$56,000  as  royalty  for  the  first  six  months  oi  1920.  The  second  half 
of  1920  probably  was  not  as  prosperous  as  the  first  half.  So  I  esti- 
mate they  probably  paid  $100,000  for  the  entire  year.  At  2  per  cent 
that  shows  they  sola  $5,000,000  worth  of  synthetic  indigo. 

Senator  Caldeb.  They  paid  the  Chemical  Foundation  Co.  $100,000  ? 

Mr.  Demming.  They  paid  the  Chemical  Foundation  $100,000. 

Senator  Caldeb.  You  said  the  Chemical  Foundation  paid  the  very 
large  sum  of  $250,000. 

Mr.  Demming.  That  is  irony,  sir.  Trifling  would  be  a  more  suit- 
able word. 

Mr.  Metz.  The  records  are  wrong.  They  paid  to  the  Alien  Prop- 
erty Custodian.  They  held  the  patents  from  the  Federal  Trade  Com- 
mission at  that  time. 

Senator  Caldeb.  That  is,  the  Du  Fonts  paid  the  Alien  Property 
Custodian  ? 

Mr.  Metz.  Yes-  at  that  time. 

Mr.  Demming.  Now,  I  want  to  hand  each  of  you  gentlemen  a  copy 
of  this  brief  which  we  have  prepared.  I  apologize  for  it  not  being 
printed.     It  is  typewritten  and  I  think  it  is  legible. 

Senator  Smoot.  You  want  to  put  one  of  the  briefs  in  the  record  as 
a  part  of  your  remarks  ? 

Mr.  Demming.  Yes,  sir.     May  I  file  it,  Mr.  Chairman  ? 

Senator  McCumbeb.  Yes;  that  may  be  done. 

Mr.  Demming.  In  that  brief  we  do  not  want  to  cover  the  ground 
as  we  did  two  years  ago.  That  brief  does  not  pretend  *to  go  very 
much  into  details.  We  want  to  simply  point  out  to  you  gentlemen 
how  this  matter  appeals  to  us  now  as  consumers  and  users  of  dyestuffs. 

As  I  said  before,  we  have  attempted  to  consider  it  very  carefully 
and  very  conscientiously.  To  very  briefly  cover  the  subject,  we 
have  five  specific  reasons  why  we  object  to  an  embargo;  that  is, 
business  reasons  why  we  object  to  embargo  and  licensing. 

We  say,  first,  on  broad  principles  we  object  to  it,  and  say  that 
ethically  it  is  unsound  and  inexcusable.  We  say  it  is  unfair  to  give 
to  any  small  class  of  men — because  the  dve  makers  are  comparatively 
a  small  class  of  men  in  this  country — this  extraordinary  protection 
and  at  the  same  time  not  tender  it  to  other  industries. 

We  say,  second,  that  the  embargo  and  licensing  as  it  has  operated 
in  the  past — because  we  are  only  judging  by  our  past  experience,  of 
course,  as  that  is  all  anyone  can  do — will  compel  us  to  use  inferior  dyes 
in  the  articles  which  we  manufacture  and  turn  out,  and  will,  there- 
fore, compel  the  public  to  accept  from  us  and  buy  from  us  articles 
dyed  with  inferior  dyes  which  will  not  come  up  to  the  public's 
demand,  which  will  not,  in  other  words,  be  satisfactory. 

We  say  in  the  next  place  that  by  making  us  use  these  inferior  dyes 
we  will  gradually  lose  our  domestic  market,  because  the  market  is 
open  for  the  importation  of  dyed  articles,  and  as  the  public  (which, 
to  a  certain  extent,  has  been  educated  now,  for  instance,  with  respect 
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to  shirts  and  dress  goods),  finds  out  that  these  domestic  articles  will 
not  stand  up  under  washing  and  under  sunlight  and  bleaching  and 
thin^  of  that  sort,  they  are  going  to  gradually  turn  from  the  domestic 
arcicle  to  the  imported  article. 

We  say  in  the  fourth  place  that  it  is  going  to  deprive  us  of  our 
foreign  market.  During  the  war  we  succeeded  just  as  the  dye  men 
did  in  building  up  a  foreign  market  for  our  textiles  and  knit  goods. 
In  1919  the  nosiery  men  exported  about  120,000,000  dozens  of 
hosiery. 

Senator  La  Follette.  How  much  of  an  increase  was  that  over 
the  normal  ? 

Mr.  Demmino.  Before  the  war  we  exported  but  a  trifle. 

Senator  La  Follette.  Almost  nothing  ? 

Mr.  Demming.  Yes;  almost  nothing. 

Senator  La  Follette.  Taking  1913,  as  an  example? 

Mr.  Demming.  Yes;  practically  nothing.  We  could  not  get  into 
the  foreign  markets. 

Senator  La  Follette.  How  have  you  held  up  on  that  export,  say, 
for  1920,  if  you  remember? 

Mr.  Demming.  They  have  fallen  oflF  very  much.  I  can  give  you 
the  exact  figures.  We  have  not  got  them  yet,  but  we  can  get  you 
the  exact  figures.  They  have  feJlen  off  very  much.  Part  of  the 
falling  off  has  been  probably  due  to  world-wide  depression. 

Senator  La  Follette.  Inability  to  buy  on  the  other  side  ? 

Mr.  Demming.  Yes;  but  a  part  of  it  undoubtedly  is  due  to  the 
fact  that  we  could  not  get  the  fast  dyes  to  put  in  the  hosienr.  Our 
foreign  competitors  can  secure  these  fast  dyes  and  therefore  will 
deprive  us  of  our  foreign  markets. 

Senator  McLean.  In  the  commission's  report  of  1920  they  say, 
"Although  this  decreasing  export  may  be  attributable  to  general 
business  depression,  it  may  be  largely  accounted  for,  however,  by 
the  fact  that  German  dyes  (either  direct  or  indirect  through  export 
of  reparation  dyes)  have  ^ain  made  their  appearance  in  the  principal 
export  markets,  such  as  Qiina,  India,  and  Japan." 

Senator  La  Follette.  He  is  speaking  about  dyed  articles. 

Senator  McLean.  If  his  position  now  is  correct,  the  thing  for 
Germany  to  do  is  to  put  an  embargo  on  the  exported  dyes,  in  which 
case  they  would  control  the  entire  textile  market  of  the  world,  because 
they  could  not  be  dyed  satisfactorily  anywhere  else  except  in  Germany 

Mr.  Demming.  We  can  sit  here,  Senator,  and  assume  all  kinds  of 
impossible  things. 

Senator  McLean.  That  is  just  what  you  are  doing. 

Mr.  Demming.  No*  we  do  not  say  that.  We  say  that  the  other 
fellows  are  the  ones  who  are  assuming  all  these  terrible  things  that  are 
going  to  happen  to  their  business  by  the  Germans. 

Senator  McLean.  I  was  following  out  your  line  of  reasoning  to  a 
legitimate  conclusion. 

Mr.  Demming.  I  think  the  shoe  is  on  the  other  foot,  if  you  will 
allow  me  to  answer  you.  For  seven  years  these  dye  men  of  this 
coimtry  have  not  haa  any  competition.  They  have  built  up  their 
industry.  Now  they  come  along  and  say  you  have  to  give  us  an 
embargo  and  Ucense  system^therwise  the  Grermans  are  going  to  do 
these  awful  thic^  to  us.  The  Germans  have  not  done  them  yet. 
But  they  say,  "  We  fear  they  are  going  to  do  them."     In  other  words. 
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they  are  conjuring  uj)  hob-goblins  and  trying  to  frighten  us  by 
spreading  these  thmgs  in  front  of  us. 

Senator  McLean.  I  was  following  up  your  line  of  reasoning.  If 
the  Grermans  are  smart  they  will  not  let  us  have  any  dye. 

Mr.  Metz.  We  have  to  get  25  per  cent  under  the  treaty. 

Senator  Smoot.  But  they  could  do  the  same  thing  with  the  em- 
bai^o  that  they  could  with  the  free  trade  or  with  the  tariff. 

Senator  McLean.  But  I  am  discussing  now  the  witness's  hne  of 
reasoning  applied  to  protection  to  any  industry.  I  do  not  think  it 
is  sound. 

Senator  Smoot.  It  would  apply  to  any  country  that  had  a  monopoly 
on  any  one  article  that  the  whole  world  demanded. 

Senator  McLean.  That  can  not  be  unless  you  assume  that  the 
Americans  are  utterly  incapable  of  progress  along  tlus  line,  which  I 
do  not  think  they  are. 

Mr.  Dembclng.  You  are  assuming  that  when  you  give  an  embargo. 
They  can  compete  vdth  anybody. 

Senator  McLean.  No;  I  am  not.  The  effect  of  the  embargo  is  a 
temporarv  protection.  We  tried  it  out  in  a  great  many  articles  and 
we  tnought  we  could  not  do  it  in  this  country.  Take  tin,  for  instance, 
and  a  lot  of  things. 

Senator  Smoot.  We  never  had  an  embargo  on  tin;  we  had  a  tariff. 

Mr.  Demming.  You  remember  when  the  tin-plate  industry  was 

getting  on  its  feet  how  the  tin-plate  men  shrieked  and  said,  ''We 
ave  to  have  some  extraordinary  protection.''  They  got  nothing  but 
a  tariff,  and  look  at  the  tin-plate  industry  to-day. 

Senator  McLean.  But  that  is  an  entirely  separate  industry  from 
the  chemical  industry  because  it  is  so  infinitesimal  in  its  simplicity. 

Senator  McCxjmber.  I  suggest  that  the  witness  proceed  with  his 
statement. 

Mr.  Demming.  Let  me  remind  you  of  another  fact  before  we  leave 
that.  In  1916,  if  you  will  recall,  when  the  Hill  bill  was  under  con- 
sideration in  the  House,  some  one — I  do  not  remember  who  it  was — 
got  a  telegram  from  Herbert  Dow  in  Michigan  saying,  ''I  have  put 
$102,000  m  my  synthetic  indigo  plant,  and  imless  I  get  a  specific 
duty  of  5  cents  a  pound  I  am  going  to  scrap  my  plant  and  throw  it 
in  the  Atlantic  Ocean.''  You  remember  the  sensation  that  caused 
in  the  House  of  Representatives.  He  did  not  get  any  5-cent  duty 
and  he  did  not  scrap  his  plant.     By  the  next  year  Herbert  Dow  was 

getting  a  dollar  ana  a  half  a  pound  for  his  synthetic  indigo,  and  he 
as  made  a  fortune  out  of  indigo  at  the  present  day. 
Our  position  is  that  they  are  simply  coming  here  trying  to  intimi- 
date you  gentlemen  and  frighten  you  with  these  awful  ogres  that  they 
parade  before  you  and  say  if  you  do  not  do  so-and-so  we  are  going 
to  have  our  business  destroyed.  These  are  arguments  that  apply  to 
every  other  industry  in  this  country  the  same  way. 

Senator  McLean.  On  the  other  hand.  Great  Britain  has  gotten 
along  very  well  without  any  tariff  at  all,  but  in  this  particular  instance 
sh6  puts  on  an  embargo. 

Mr.  Demming.  I  am  coming  to  that  in  just  a  second.    As  I  say, 

fentlemen,  explaining  my  brief,  I  do  not  tryto  go  into  detail  there; 
am  just  trying  to  touch  the  high  spots.  We  are  appealing  to  you 
gentlemen  to  consider  this  whole  question  in  a  broad  and  states- 
manlike wav.     We  have  heard  the  technical  side  from  Mr.  Metz 
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and  Mr.  Stone  and  others,  and  I  am  just  trying  to  draw  your  atten- 
tion to  some  of  the  broader  aspects  of  the  whme  matter. 

They  have  at  the  present  time  four  principal  arguments,  as  I 
consider  it,  hj  reason  of  which  they  say  that  they  are  entitled  to 
this  extraordmary  protection  of  an  embargo  ana  Ucense.  Their 
first  argimient  is  that  they  are  an  infant  mdustry.  Now,  let  us 
consider  that  for  a  moment.-  They  did  exist  before  the  war.  I  do 
not  pretend  to  be  absolutely  accurate  in  this  information,  but  the 
information  we  gathered  shows  there  were  about  six  dye  plants  in 
this  country  before  the  war.  They  made  from  90  to  120  dyes  and 
made  them  successfully  and  made  them  in  full  competition  with 
dyes  that  came  from  abroad.  One  of  the  dyes  that  1  could  men- 
tion which  was  made  and  quite  extensively  used  was  orange  wool  G. 

Senator  La  Folleote.  How  many  dyes  did  they  mSce  before 
the  war  ? 

Mr.  Demming.  I  know  they  made  90,  and  I  think  they  made  a 
few  more  than  that  in  successful  competition.  One  of  the  dyes 
they  made  was  orange  wool  G,  I  think  they  call  it.  They  made 
that  dye  and  it  was  ouite  extensively  used,  and  they  sold  it  for  14 
cents  per  poimd.  I  tnink  it  sold  as  low  as  12  cents  per  poimd,  but 
we  will  say  14  cents  per  pound  to  be  absolutelv  fair.  Tnat  dye  at 
the  present  time  is  seUin^  for  45  cents  per  pound.  You  Senators  can 
see  the  high  protection  they  are  getting,  35  per  cent  on  the  45  cents, 
plus  the  7  cents  specific  dut^r,  makiujg  22}  cents  duty  alone,  which 
they  get  under  this  bill,  which  is  higher  than  the  price  they  got 
for  that  dye  before  the  war. 

Senator  La  Follette.  What  are  they  charging  for  that  dye  now  ? 

Mr.  Demming.  Forty-five  cents. 

Senator  Dillingham.  What  is  the  difference  in  the  cost  of  pro- 
duction now  ? 

Mr.  Demming.  I  can  not  tell  you  that  specifically.  I  am  not 
objecting  to  the  duty,  but  I  am  simply  pointing  out  as  shown  by-; 

Senator  Dillingham.  That  is  rather  an  important  consideration. 

Mr.  Demming.  It  is  very  important  in  arriving  at  the  rate  of  duty. 
I  am  arguing  that  they  do  not  need  an  embargo  and  licensing;  that 
the  duty  is  sufficient. 

At  the  present  time,  according  to  the  latest  census,  they  have  in 
this  coimtry  213  chemical  factories ;  that  is,  factories  making  chemicals, 
of  which  82  are  making  dyes.  During  1920  they  manmactured  in 
this  country  over  88,000,000  pounds  of  dyes  at  a  value,  according  to 
this  census,  which  came  out  onlv  a  few  weeks  ago,  of  $95,000,000. 
They  exported  dyes  all  over  the  world — I  think  Senator  Smoot 
mentioned  the  countries  a  couple  of  days  ago — to  the  value  of 
$35,000,000. 

Senator  Dillingham.  Was  that  during  the  war  period  ? 

Mr.  Demming.  It  was  during  1920. 

Senator  Dillingham.  During  the  year  1920  ? 

Mr.  Demming.  During  the  year  1920  they  exported  dyes  to  the 
value  of  $35,000,000. 

Senator  La  Follette.  Do  you  give  those  figures  in  your  brief? 

Mr.  Demming.  They  are  in  that  census  report. 

Senator  La  Follette.  I  know  where  to  find  them  in  the  census 
report,  but  I  was  asking  you  if  you  gave  them  in  your  brief  ? 
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Mr.  Demming.  No;  they  are  not  in  my  brief.  There  were  imported 
into  this  country  of  these  vat  dyes  which  we  do  not  make  here  about 
3,400,000  pounds  to  the  value  of  $5,700,000. 

Now,  it  is  very  easy,  if  my  figures  are  correct,  to  compute  what 
proportion  of  the  dyes  we  consume  in  this  country  that  are  made  here. 
$35,000,000  from  $95,000,000  leaves  $60,000,000.  We  will  add  to 
that  the  $5,700,000.     We  will  call  it  $6,000,000.     That  is  $66,000,000. 

Six  sixty-sixths  of  100  per  cent  gives  you  just  a  trifle  over  9  per 
cent.  In  other  words,  they  manufacture  in  this  country  and  use  in 
this  country  not  quite  91  per  cent  of  all  the  dyes  made  here.  Nine 
per  cent  of  all  the  dyes  consumed  here  are  imported. 

Senator  La  Follettb.  90  per  cent  in  round  numbers  ? 

Mr.  Demising.  Between  90  and  91,  yes. 

Now,  that  is  the  extent  of  the  domestic  industry  at  the  present 
time.  They  have  built  up  their  foreign  trade  to  sucn  an  extent  that 
they  have  their  color  cards  printed  in  foreign  lan^ages.  Here  we 
have  one  printed  in  French.  That  shows  that  tnev  have  a  very 
extensive  foreign  business.  They  have  gone  out  for  the  foreign 
business  and  they  have  gotten  it.  We  do  not  begrudge  them  that; 
but,  for  pity's  salce,  do  not  argue  to  us  that  they  are  such  an  infant 
industry  that  they  need  this  extraordinary  method  of  protection. 

Now,  as  to  their  capitalization,  as  I  figure  it,  outside  of  the  Standard 
Oil  companies — and  nobody  seems  to  know  just  what  their  capital 
is  at  the  present  time,  since  they  have  been  split  up — outside  oi  the 
Standard  Oil  companies,  the  Allied  Dve  &  Chemical  Co.,  according 
to  the  financial  books,  is  the  fourth  largest  industrial  corporation 
in  this  country  to-day.  The  United  States  Steel  Corporation,  as  is 
well  known,  is  the  biggest,  with  a  billion  dollars. 

The  General  Motors,  which,  by  the  way,  is  another  Du  Pont  Co., 
is  next,  with  about  $750,000,000.  Then  comes  the  American  Tele- 
phone &  Telegraph  Co.,  with  $500,000,000,  and  then  comes  the  Allied 
Dye  &  Chemical  Co.,  with  a  capitalization,  as  I  figure  it,  ranging 
anywhere  from  $300,000,000  to  $400,000,000.  They  have  $100,- 
000,000  of  preferred  stock — not  quite,  just  a  few  thousand  under  a 
hundred  mulion  dollars — and  they  have  3,143,000  shares  of  common 
stock  of  no  par  value.  The  stoct^  had  been  selling  as  high  as  $64  or 
$65,  and  it  pays  4  per  cent  dividends.  I  saw  in  the  financial  columns 
of  a  very  reliable  paper  a  couple  of  months  ago  that  the  Beckers  Co. 
alone,  oi  the  Alliea  Corporation,  in  the  first  t&ee  months  of  this  year 
made  enoiigh  money  to  pay  the  entire  dividend  of  the  Allied  Dye  & 
Chemical  Co.  for  the  year. 

You  certainly  can  not  call  that  an  infant  industry. 

The  next  important  company  to  the  Allied  Dye  &  Chemical  Co. 
is  the  Du  Pont  Co.  You  can  not  find  anv  statement  of  theirs  in  the 
regular  financial  books,  and  the  stock  is  not  listed  on  the  New  York 
Stock  Exchange,  but,  as  far  as  I  can  find  out,  they  are  capitalized 
to-day  at  about  $175,000,000.  It  is  a  well-known  fact  that  before 
we  got  into  the  war,  from  the  contracts  which  this  company  had  with 
Great  Britain  alone,  manufacturing  munitions,  it  was  rumored,  and 
rumored  among  bankers  and  reliable  people  in  Philadelphia,  that 
they  had  made  $260,000,000  out  of  their  ammunition  contracts  with 
Great  Britain  alone — ^before  we  got  into  the  war.  After  we  got  into 
the  war  they  made  $103,000,000  m  one  year  alone  out  of  ammunition 
contracts  with  this  country. 


700  TABIFF   HEARINGS. 

And  yet  they  prate  about  patriotism.  These  are  the  people  who 
Bxe  coming  here  and  saying,  "We  are  an  infant  industry;  for  God's 
sake  help  us  or  we  are  going  to  the  wall;  otherwise  we  can  not  make 
dyes.'' 

We  say,  with  those  facts  staring  us  in  the  face,  this  is  a  pretty  lusty 
infant  industry. 

In  addition  to  that,  any  industry  that  can  afford  to  spend  a  little 
over  $100,000  in  one  year  alone  for  legislative  expenses,  as  this  in- 
dustry has,  certainly  is  not  such  a  weiSc  industry.  In  that  connec- 
tion, let  me  "point  out  to  you,  gentlemen,  that  that  was  only  through 
the  agency  of  the  American  Dyes  Institute,  and  it  is  a  matter  of  pubBc 
knowledge  that  some  of  the  companies  furnished  a  great  deal  of 
money  themselves  for  their  agents  here  in  Washington  in  addition 
to  that  $100,000. 

So  we  say  that  that  argument  does  not  go  very  far,  that  it  is  an 
infant  industry  and  thereiore  needs  this  extraordinary  protection. 

Then,  they  come  along  and  say,  "  Well,  we  want  this  extraordinary 
protection  because  the  price  of  the  dyes  going  into  these  different 
articles  is  so  small,  it  is  so  infinitesimal,  because  each  of  you  only  pays 
a  few  cents  to  us."  That  is  a  very  beautiful  argument,  but  it  is  an 
absolutely  dishonest  one,  and  our  answer  to  that  is  that  it  does  not 
matter  how  much  we  pay  to  the  dye  industry,  whether  a  few  cents 
or  a  few  dollars,  it  is  improper  and  wrong  for  this  country  to  give 
to  any  industry  the  privilege  and  the  power  of  levying  tribute  upon 
every  man,  woman,  and  chud  in  the  country,  we  do  not  care  whether 
it  is  a  few  cents  or  a  few  dollars,  and  that  is  exactly  what  you  are 
doing  in  giving  them  the  embargo. 

An  embargo,  gentlemen,  is  the  same  thing  as  a  subsidy,  with  this 
exception;  when  you  subsidize  an  industry  you  present  them  with 
a  certain  particular  sum  of  money,  say  $10,000,000  or  $50,000,000, 
and  then  you  tax  the  people  to  raise  that  amount  of  money.  When 
you  give  them  an  embargo  you  give  them  the  privilege  of  taxing  the 
people  in  any  amount  of  money  which  they  choose  to  put  upon  the 
price  of  the  article  which  they  sell  to  the  people.  That  is  the 
difference. 

Senator  McLean.  That  is,  assuming  that  there  is  no  domestic 
competition. 

Mr.  Demming.  Well,  there  will  not  be  very  much  domestic  compe- 
tition if  they  get  this  bill  through.  There  is  going  to  be  an  absolute 
understanding  in  the  trade,  according  to  our  information. 

Now,  I  appeared  at  the  hearing  a  year  and  three  quarters  ago,  and  I 
remember  Mr.  Dan  Waters  sitting  over  there.  He  had  a  blue  serge 
suit  on  and  he  held  his  suit  up  like  this,  and  in  a  very  dramatic  way 
he  said  to  the  chairman.  Senator  Watson,  sitting  over  there,  "Do 
you  know  how  much  the  dyes  in  that  suit  cost?  Thirty-two  cents. 
And  they  are  making  all  of  this  hullabaloo  about  32  cents." 

And  two  months  after  that  hearing  I  read  in  the  papers  an  article 
which  evidently  had  been  written  by  one  of  the  dye  men,  because  it 
was  phrased  along  the  general  lines  of  their  propaganda  that  they  had 
to  have  an  embargo  and  licensing,  to  the  effect  that  the  dyes  in  a 
suit  of  clothes  cost  45  cents  instead  of  32  cents. 

About  two  months  after  that  another  article  said  that  it  cost  66 
cents;  and  now  along  comes  Dr.  Mathos,  who  is  the  chief  chemist  of 
the  National  Analine  Co.,  and  says  that  the  dyes  in  an  ordinary  suit 
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of  clothes  cost  78.61  cents.  So  they  are  all  the  time  creeping  up  in 
the  price.  And  remember;  gentlemen,  that  is  at  the  mill,  and  by 
the  time  that  price  goes  onto  the  other  costs  of  manufactm-ing  the 
■cloth,  through  the  jobber,  the  wholesaler,  and  the  retailer,  down  to 
the  final  user  of  the  suit,  it  amoimts  to  several  dollars.  It  gives  them 
a  chance  to  roll  up  and  pyramid  their  costs.  That  is  the  very  thing 
that  we  are  opposm^.  We  want  to  get  down  to  rock-bottom  prices. 
We  want  to  give  to  me  American  puolic  our  products  at  just  as  cheap 
a  price  as  we  can,  and  we  do  not  want  to  be  held  up  anywhere  along 
the  line  and  made  to  pay  improper  or  extortionate  tribute  to  any 
particular  man  or  to  any  particular  industry. 

Senator  McLean.  What  is  the  general  average  of  the  prices  of 
dyes  now  as  compared  to  the  prewar  prices  ? 

Mr.  Demminq.  I  will  show  you  that  in  a  second.  We  have  an 
analysis  of  the  biQ  right  here. 

Senator  McLean.  Are  they  very  much  higher  ? 

Mr.  Demminq.  Very  much,  sir;  ranging  from  300  to  1,100  per  cent. 

Then  you  must  remember  that  in  addition  to  the  cost  of  the  dyes 
in  a  suit  of  clothes,  you  have  dyes  in  practically  everything  you  have 
on.  You  have  dyes  in  your  neckties;  you  have  dyes  in  your  shoes; 
you  have  dyes  in  your  socks;  you  have  dyes  in  your  hat 

Senator  McLean.  You  had  better  stop  there.     [Laughter.] 

Mr.  Demming.  I  will  not  try  to  dissect  ladies'  wear.  You  have 
dves  in  the  band  of  your  hat,  and  if  you  want  to  revel  in  luxuries 
liKe  the  hard-coal  miners  do  in  Pennsylvania  you  wear  dyed  under- 
wear. The  underwear  men  have  told  me  that  nearly  all  oi  the  beau- 
tiful pink  and  blue  dyed  underwear  that  is  used  goes  to  the  hard-coal 
miners  in  Pennsylvania.  That  is  true  of  all  kinds  of  articles.  Prac- 
tically every  man,  woman,  and  chUd  gives  some  kind  of  tribute  to 
the  dye  manufacturer.  Dyes  are  in  many  household  articles,  almost 
too  numerous  to  mention. 

In  order  to  find  out  the  true  cost  of  dyeing  articles  and  the  addi- 
tional expense  incident  thereto  to  every  one  of  the  inhabitants  of 
this  country,  one  should  go  to  the  fountainhead,  the  mill,  and  ascer- 
tain there  just  how  much  it  costs  to  dye  in  bulk,  and  especially  find 
out  what  IS  the  difference  in  the  cost  of  dyeing  now  as  compared 
with  the  cost  prior  to  the  war.  It  will  soon  be  discovered,  if  tliis 
method  of  investigation  is  pursued,  that  in  many  mills  and  textile 
•establishments,  if  the  difference  in  the  cost  of  dyeing  now  as  com- 
pared with  the  cost  of  dyeinjj  previous  to  the  war  could  be  saved, 
this  sum  alone  would  be  sufficient  to  pay  a  handsome  return  upon  the 
entire  capital  and  investment  of  the  mill.  In  other  words,  if  this 
-difference  in  cost  and  sum  of  money  could  be  returned  to  the  mUlman 
as  the  dividend  or  interest  upon  his  total  investment,  he  could  well 
afford  to  let  the  public  have  nis  entire  product  at  cost. 

In  this  connection  I  ask  leave  to  file  in  the  record  an  article  on 
this  subject,  rather  fully  setting  it  forth,  prepared  by  Mr.  Joseph  S. 
Rambo,  one  of  our  oldest  and  most  experienced  knit-goods  manu- 
facturers, who  has  several  mills  of  his  own. 

So  we  sa^r  that  that  argument  does  not  go  very  far. 

Now,  their  third  argument  is,  as  the  Senator  referred  to  several 
times,  licensing  abroad. 

They  say  Italy  and  Japan  have  passed  licensing  systems.  Well, 
the  conditions  in  Italy  ana  Japan  are  not  analagous  with  this  country 
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at  all,  because  neither  in  Italy  nor  Japan  have  they  any  raw  materials. 
Thev  have  not  any  dye  industry  to  protect. 

Then  they  come  along  and  say  that  France  has  passed  a  licensing 
system.  I  would  like  to  know  right  now  where  this  idea  started 
aoout  France  having  a  licensing  svstem.  Men  have  come  here  and 
have  glibly  said,  *'  Well,  France  andf  England  have  licensing  systems." 
England  has,  but  I  have  been  unable  to  find  any  system  or  any  law 
setting  up  a  licensing  system  in  France,  and  I  have  been  to  the  French 
consul  and  the  French  Chamber  of  Commerce  in  New  York  and  asked 
upon  the  subject,  and  they  said  that  France  had  absolutely  no  licens- 
ing system.  wSo,  if  there  is  any  such  a  law  I  would  like  to  have  it 
pointed  out  to  me  now. 

Senator  McLean.  But  they  have  an  embargo,  have  they  not? 

Mr.  Demming.  No  embargo  and  no  licensing.  On  the  contrary^ 
the  French  consul  in  New  lork  told  the  gentlemen  who  brought  the 
news  directly  to  me,  and  whom  I  sent  over  there  for  that  purpose, 
that  there  is  absolutely  an  open  market  between  France  and  Germany 
on  dyes  and  that  any  dyes  coming  into  France  from  Germany  pay 
1  franc  per  kilo.  That  is  about  2.2  pounds.  If  we  export  dyes  from 
this  country  to  France  we  pay  2  francs  per  kilo.  In  other  words, 
they  charge  us  more  than  they  charge  the  Germans. 

Now  if  there  is  any  licensing  system  in  France,  I  would  like  to 
know  where  it  is.  Tnen,  we  go  to  England.  They  say  "England 
has  an  embargo  and  licensing  system."  So  she  has.  But  the  con- 
ditions are  very  different  in  England  from  what  they  are  here.  In 
the  first  place,  England  is  a  free  trade  country.  She  had  to  do  some- 
thing to  Duild  up  her  dye  industry,  and  to  save  her  face — she  did  not 
want  to  reverse  ner  general  national  policy — she  adopted  an  embargo 
and  licensing  system. 

In  the  second  place,  many  of  the  leading  thinkers  in  England  say, 
and  have  stated  it  with  OTeat  force  and  emphasis,  that  the  embargo 
and  licensing  system  in  England  is  wrong.  Lord  Inchcape,  a  very 
well-known  authority  in  England,  has  so  stated.  Sir  George  Paisli, 
who,  in  the  estimation  of  many  of  us  is  probably  the  best  political 
economist  in  the  world  to-day,  says  that  the  embargo  and  licensing 
system  in  England  is  wrong.  Lord  Bryce,  you  will  remember,  came 
out  about  three  days  ago  and  said  the  embargo  and  licensing  system 
in  England  was  wrong.  They  say  that  for  this  reason  it  is  wrong 
and  improper  for  the  Government  to  be  connected  with  any  com- 
mercial enterprise,  and  a  great  many  thinking  men  espouse  that 
doctrine. 

Senator  La  Follette.  Do  you  happen  to  know  whether  England 
imposes  a  limitation  of  profits? 

Mr.  Demming.  Yes;  I  am  coming  to  that.  Senator. 

Senator  La  Follette.  I  would  like  to  have  you  call  attention  to 
that. 

Mr.  Demming.  On  that  point,  because  it  is  so  apropos  to  the  matter 
that  we  are  discussing  here,  let  me  read  you  what  Lord  Bryc«  said. 
Lord  Bryce  holds  a  very  high  position  m  international  economics 
and  is  noted  as  a  very  deep  thinker  on  these  subjects. 

Senator  Smoot.  This  was  one  of  his  lectures  given  in  one  of  the 
universities. 

Mr.  Demming.  This  was  an  address  given  by  Lord  Bryce  before  the 
Institute  of  Politics  at  Williams  College  on  the  5th  day  of  August 
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of  this  year.     This  is  what  he  said,  as  shown  hy  this  newspaper 
clipping: 

In  addition  to  opposing  Government  participation  in  buriness  he  questioned  the 
value  of  Government  aid  to  commercial  interests.  He  said  that  the  nation  which 
does  not  help  its  industries,  as  Germany  did  hers  before  the  war,  livill  in  the  long  run 
develop  a  more  vigorous  commercial  life  than  the  country  which  subsidizes  and 
nurses  their  manufacturers.  Germany's  advances  in  trade,  he  said,  are  not  due  to 
Government's  help  so  much  as  the  assiduity  of  her  merchants. 
Sneaking  of  the  connection  between  finance  and  war,  Lord  Bryce  declared: 
*' Money  can  exercise  as  much  illegitimate  influence  in  democracies  as  elsewhere.'' 

I  do  not  know  whether  he  was  hitting  at  us  or  not,  but  I  imagine 
that  he  was. 

In  some  of  them  it  can  bu}^  the  press;  perhaps  also  a  section  of  legislators.  Where 
the  standard  of  public  virtue  is  high,  those  who  want  to  get  something  from  a  Govern- 
ment will  seek  not  to  bribe,  but  will,  to  use  a  current  expression,  *try  to  get  at  the 
press,'  while  also  seeking  to  induce  influential  constituents  to  put  i)res8ure  on  their 
members  and  members  to  put  pressure  on  ministers,  the  object  in  view  being  repre- 
sented as  a  public  interest,  whereas  it  is  really  the  interest  of  a  small  group.  When 
the  standard  is  low,  the  group  will  approach  the  private  secretaries  of  a  minister,  or 
even  a  minister  himself. 

We  think  that  is  very  apropos  to  the  situation  in  this  dye  embargo 
proposition  at  the  present  time. 

Senator  McLean.  He  does  not  mention  the  dye  embargo  ? 

Mr.  Demming.  He  mentions  all  industries  which  receive  Govern- 
ment aid,  Senator,  and  Sir  George  Paish  and  Lord  Inchcape  have 
specially  mentioned  the  dye  embargo. 

Senator  McLean.  I  heartily  agree  with  the  sentiments  expressed 
by  Lord  Bryce.  I  think  we  shomd  abolish  our  War  Finance  Corpo- 
ration, which  was  created  for  the  express  purpose  of  artificially  stimu- 
lating prices. 

Senator  McCumber.  Let  me  appeal  to  the  Senators  and  to  the  wit- 
ness, who  has  a  half  hour,  to  hurry  the  testimony  as  much  as  they 
conveniently  can  do  so. 

Mr.  Demming.  All  right,  Senator. 

Senator  McCumber.  The  entire  Tariff  Commission  is  up  here  and 
wishes  to  be  heard. 

Senator  McLean.  Do  you  expect  to  close  the  hearings  to-day,  Mr. 
Chairman  ? 

Senator  McCumber.  That  was  the  expectation.  We  have  sum- 
moned every  member  of  the  Tariff  Conmiission  here.  They  are  wait- 
ing, and  we  have  another  witness,  and  we  want  to  get  tlirough  this 
afternoon. 

Mr.  Demming.  I  will  hurry  along,  sir.  »*  ' 

Senator  La  Follette.  This  is  very  important  testimony  that  this 
witness  is  giving. 

Senator  McCumber.  Well,  we  are  making  it  very  full. 

Senator  La  Foixette.  And  I  do  not  think  he  should  be  cut  off. 

Senator  McCumber.  The  witness  has  already  filed  his  brief. 

Mr.  Demming.  Yes,  sir;  I  just  want  to  finish  this  Ucensing  matter. 

Senator  McCumber.  Well,  be  just  as  short  as  possible. 

Mr.  Demming.  Now,  as  to  the  licensing  law  in  England 

Senator  La  Follette.  Do  not  forget,  Mr.  Witness,  to  tell  us  about 
the  limitation  that  Great  Britain  puts  on  the  profits  in  the  embargo. 

Mr.  Demming.  Yes.  The  Ucensing  law  in  England,  as  the  Senator 
has  intimated,  is  not  only  a  very  different  law  from  that  proposed 
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here,  as  I  will  show  to  ^rou,  but  it  is  also  for  the  protection  of  a  com- 
pany over  there  in  which  the  Government  participates  and  which, 
the  Government  controls.  Now,  that  is  very  diflFerent,  sir,  from  the 
embargo  and  hcensing  proposed  here  for  the  benefit  of  private  indi- 
viduals to  roll  up  any  pront  for  themselves  that  they  can  under  the 
umbrella  of  that  embargo  and  licensing. 

Now,  the  British  Dyes  Co.  (Ltd.)  is  protected  by  this  embargo 
and  hcensing  in  England.  It  has  a  capitalization  of  6,185,8^2^ 
pounds  sterlmg,  and  of  that  capitalization  the  Government  has  paid 
m  not  quite  £2,000,000,  or  about  one-third  of  it;  so  that  the  profits- 
of  the  corporation  so  to  a  very  large  extent  to  the  taxpayers  and  the 
citizens  oi  England 

In  addition  to  that,  the  profits  of  the  corporation  itself  are  limited 
to  8  per  cent.  They  are  not  allowed  to  pay  any  dividends  over  8 
per  cent.  The  salaries  are  also  limited  to  a  thousand  pounds.  Five 
thousand  dollars  is  the  very  highest  salary  they  can  pay.  The 
Government  exercises  a  very  close  supervision  over  the  entire 
corporation. 

Now,  the  law  itself  is  very  much  different  from  that  proposed  here. 
The  hcensing  commission  over  there  is  composed  oi  11  members. 
Five  of  those  members  are  dye  consumers.  Three  of  them  are  dye 
manufacturers  and  the  other  three  are  outsiders.  You  can  see  that 
the  dye  manufacturer  is  not  going  to  get  very  far  with  a  commission 
composed  in  that  way.  That  is  quite  different  from  this  law  that  i& 
proposed  in  this  country. 

Besides  all  this,  as  is  well  known,  England  is  a  very  small,  compact, 
''tight''  little  country,  and  her  textile  and  mill  district  is  encom- 
passed within  a  comparatively  limited  and  congested  area,  very 
unhke  conditions  in  tnis  country,  where  mills  are  scattered  over  the 
length  and  breadth  of  the  land,  sometimes  thousands  of  miles  apart. 
England,  also,  is  very  close  to  Germany,  France,  and  Switzerland,  and 
English  maniif acturers  teU  us  that  they  can  apply  for  a  license  to 
import  needed  dyes,  get  action  on  the  application  within  two  or  three 
days,  and  have  the  dyes  on  the  way  to  them  within  24  hours  after 
the  license  is  granted,  receiving  them  in  a  day  or  two  after  favorable 
action  upon  their  license  application. 

Surely  such  conditions  are  not  comparable  to  those  here,  3,000 
miles  away,  and  mills  using  dyes  located  in  every  part  of  our  broad 
land. 

England  has  not  attempted  to  apply  her  dye  licensing  system  to 
Canada,  where  conditions  are  much  similar  to  those  m  our  own 
country. 

Therefore,  we  say  that  all  of  this  talk  and  references  to  Ucensing^ 
abroad  as  being  an  arcument  in  favor  of  having  embargo  and  hcens- 
ing in  this  country  laUs  flat.  They  do  not  apply  to  the  present 
situation  in  this  country  and  they  are  not  an  argument  at  all  in  their 
support. 

Now,  they  have  their  fourth  argument,  which,  I  think,  in  the  minds 
of  most  of  you  gentlemen  is  their  strongest  argument,  and  that  is 
patriotism.  They  say,  "  This  is  a  key  industry,  and  you  have  to 
protect  us  because  we  are  a  key  industry."  Now,  what  is  a  key 
industry  ?  As  I  conceive  it,  a  key  industry  is  an  industry  upon  whicn 
other  industries  depend;  a  sort  of  sun  which  is  in  a  constellation  of 
its  own,  aroimd  which  other  industries  revolve  as  planets.     If  that 
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is  a  correct  definition,  and  using  that  definition,  we  find  the  dye 
industry  is  very  far  from  being  the  only  key  industry  in  this  country. 
Which  industry  do  you  gentlemen  think  is  the  greater  and  more 
important  industry,  the  industry  that  manufactures  the  steel  that 
makes  the  cannon  that  fire  the  shells  during  the  battle,  and  makes  the 
containers  which  hold  the  gas  which  is  manufactured  for  this  chemicid 
appUfmce,  or  the  chemical  plants  that  make  the  eas  ?  Which  is  the 
more  important  industry,  the  industry  that  clothes  the  soldier  and 
takes  him  to  the  front  to  the  scene  of  action  and  makes  him  comfort- 
able and  protects  him  against  the  rigors  of  the  weather,  or  the  indus- 
try which  makes  the  gas  that  allows  nim  to  throw  the  bomb  ?  Which 
industry  is  the  more  important,  the  industry  that  builds  the  aero- 

Elane  tnat  brin^  him  over  the  scene  of  action  so  that  he  can  throw  his 
omb,  or  the  mdustry  that  ^ves  him  the  gas  inside  of  the  bomb; 
the  industry  that  transports  hmi  to  the  scene  of  action  or  the  industry 
that  gives  him  the  gas  m  the  bomb  ? 

And  vet  all  of  these  other  industries  (and  I  could  mention  many 
more  wnich,  to  our  minds,  are  just  as  important  as  the  dye  industry) 
are  not  here  clamoring  for  any  embargo.  The  steel  industry  does 
not  come  down  here  and  say,  *' Gentlemen,  we  are  essential  in  time 
of  war;  we  make  the  steel;  you  can  not  get  the  guns;  you  can  not 
get  the  rifles  and  revolvers;  you  can  not  make  airplanes  or  ships^ 
or  you  can  not  make  any  of  these  thousand  other  things  unless 
you  have  the  steel  industry,  and  if  you  do  not  give  us  an 
embargo  and  licensing  system  we  are  going  out  of  business  and  the 
whole  country  is  going  to  blow  up  when  it  comes  to  war/'  The 
textile  people  do  not  come  down  here  and  say,  **  Gentlemen,  we  are 
essential  in  time  of  war.  We  make  the  clothes  for  the  soldiers;  we 
make  the  blankets  to  keep  them  warm;  we  make  the  goods  that  go 
into  the  tents;  we  make  the  underwear,  the  socks,  and  everything 
else  that  go  into  a  soldier's  kit  and  apparel,  and  therefore  we  have 
to  have  an  embargo  and  licensing  system.  Otherwise  we  are  going 
to  close  up  our  factories  and  let  the  coimtry  go  to  the  demnition 
bow  wows.'' 

The  aluminum  industry  does  not  come  down  here  and  say,  *'  Gentle- 
men, we  make  the  stuft"  that  goes  into  all  of  your  war  activities,  that 
goes  into  your  culinary  apparatus,  the  cups,  knives,  forks,  spoons,  and 
tin  plates  of  your  soldiera.  We  are  an  essential  industry,  and  if  the 
country  ever  goes  to  war  you  have  to  have  us;  therefore  we  want 
an  embai'go  and  licensing  system." 

Not  a  bit  of  it.  If  they  did  you  gentlemen  would  laugh  in  their 
faces  and  sav,  '^The  war  must  have  set  you  all  crazy." 

Senator  McLean.  You  have  not  mentioned  an  industry  yet  that 
is  not  vitally  dependent  upon  the  chemical  industry. 

Mr.  Demmino.  Senator,  every  one  of  these  industries,  in  our 
humble  estimation,  is  just  as  essential,  is  just  as  much  of  a  key 
industry  as  the  chemical  industry. 

Senator  McLean.  That  may  oe,  but  none  of  them  could  live 
without  the  chemical  industry. 

Mr.  Dembonq.  And  the  chemical  industry  could  not  live  without 
them.  It  is  a  well-known  fact.  Senator,  that  in  case  of  national 
necessity,  in  case  of  national  extremity,  all  of  the  industries  in  the 
country  are  mobilized  for  the  common  protection,   and  the  dye 
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industry  does  not  occupy  any  more  prominent  or  special  position 
than  any  of  a  dozeh  other  inaustries. 

Senator  McCumber.  The  witness  has  been  quite  lengthy  on  that 
subject.     Will  you  kindly  proceed,  Mr.  Witness,  to  another  subject? 

Mr.  Demming.  All  right.     I  just  want  to  say  this. 

Senator  McCumber.  v  ery  well. 

Mr.  Demming.  Mr.  Stone  and  Mr.  Heywood  have  come  here. 
They  are  chemical  manufacturers,  and  tney  have  told  a  pitiable 
story.  They  say  they  are  up  against  it;  they  say  they  are  afraid 
they  will  have  to  go  out  of  Dusmess;  that  everytning  is  depressed 
and  they  can  not  sell  their  products;  that  they  are  on  the  veree  of 
making  remarkable  discoveries,  and  can  not  go  ahead,  and  tnings 
like  that. 

Now,  we  sympathize  with  them.  But  is  that  any  ai^ument  for 
an  embargo  and  licensing  system  ?  The  whole  country  is  m  the  same 
position.  All  you  gentlemen  have  to  do  is  to  give  a  serious  intimation 
to  me  that  you  will  ^ve  an  embargjo  to  every  key  industry  in  tiiis 
country,  and  if  you  give  me  that  intimation,  1  guarantee  that  inside 
of  a  week  I  will  come  down  here  with  enough  poor  struggling  hosiery 
manufacturers  to  more  than  five  times  fill  this  room,  and  will  prove 
to  you  that  we  are  a  key  industry  and  that  we  are  in  need  of  an 
embargo  and  licensing  system  just  as  much  as  the  chemical  industry. 
All  you  have  to  do  is  to  say  that  you  will  consider  giving  them  an 
embargo  on  competitive  importations. 

Senator  Dillingham.  In  other  words,  you  mean  to  say  that  they 
will  all  ask  for  everything  they  can  get  ? 

Mr.  Demming.  Certainly.  The  depression  is  so  widespread  that  I 
can  tell  you  of  some  very  pitiable  tales,  just  as  well  as  Mr.  Stone  and 
Mr.  Heywood  have.  Many  of  these  poor  struggling  hosiery  manu- 
facturers have  small  mills  in  small  country  towns  and  they  are  abso- 
lutely up  against  it.  This  depression  is  universal.  It  is  all  over  the 
country,  and  they  would  come  down  here  and  tell  of  the  wonderful 
hosiery  that  they  are  going  to  make  if  you  just  give  them  an  embargo 
sufficient  to  keep  out  foreign  importations.  And  that  has  actually 
happened.  We  Jknow  that  in  the  New  York  market  there  are  many 
thousands  of  dozens  of  imported  hosiery  coming  in,  and  underwear 
also,  from  Germany  and  France.  ^ 

Senator  Simmons.  Let  me  ask  you  this:  Can  the  hosiery  people 
any  more  control  and  dominate  tnis  market  to-day  than  the  dye- 
stuffs  people  can  ? 

Mr.  Demming.  They  can  not  control  their  market  nearly  as  much 
as  the  domestic  dye  men  control  theirs. 

Senator  Simmons.  Do  they  produce  as  much  in  per  cent  of  the 
American  consumption,  or  a  larger  percentage  than  the  dyestuffs 
people  ?  You  said  that  the  dyestuffs  people  produce  90  per  cent  of 
the  American  consumption. 

Mr.  Demming.  The  dyestuffs  people  produce  90  per  cent  of  the 
American  consumption  manufactured  here  to-day. 

Senator  Simmons.  Yes. 

Mr.  Demming.  I  do  not  quite  understand  the  Senator's  question. 

Senator  Simmons.  I  mean  to  ask  you  if  the  hosiery  people  produce 
a  greater  percentage  of  the  American  consumption  than  tne  dye- 
stuffs  people  ? 
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Mr.  Demmino.  They  do  not  produce  as  much,  Senator.  They  do 
not  produce  as  much;  but  we  know  that  it  would  be  a  ridiculous 
thing  to  ask — ^not  only  ridiculous  but  impertinent  and  selfish — ^for  us 
to  come  down  here  and  ask  for  any  such  protection,  and  yet  we  feel 
in  our  own  hearts  that  we  are  just  as  much  entitled  to  it  as  the 
chemical  people. 

In  Philadelphia,  and  in  the  Philadelphia  district,  we  have  had  strikes 
up  there  by  reason  of  the  arrogant  demands  of  labor  in  most  of  our 
knit-goods  mills,  beginning  last  fall  and  continuing;  for  many  months. 
Most  of  the  mills  are  closed  down.  They  teU  me  tnat  in  the  Kensing- 
ton district,  which  is  our  mill  district,  that  the  biggest  sufferers  by 
reason  of  the  depression  are  the  little  comer  grocery  stores.  Let  us 
have  an  embargo  against  grocery  stores. 

A  short  time  sgo  a  large  manufacturer  of  baby  carriages,  a  man  who 
has  a  big'f actory  in  New  Jersey,  told  me  that  the  effect  of  this  depres- 
sion has  been  to  close  up  his  factory  until  consimaption  catches  up 
with  production.  He  said,  '^  Besides  that,  they  are  bringing  into  this 
country  a  small,  unique,  very  highly  ornamented  baby  carnage,  from 
France,  and  it  is  making  very  big  inroads  on  my  busmess." 

Gentlemen,  it  seems  to  me  that  the  baby-camage  industry  is  a  key 
industry.  [Laughter.]  Babies  have  to  be  bom  and  raised  oefore  we 
can  malce  chemists  out  of  them  and  kill  them  off  with  gas.  Let  us 
have  an  embargo  against  babv  carriages. 

Senator  McLean.  It  would  be  your  conclusion  that  the  existing 
Simmons-Underwood  rates  are  not  now  sufficient  to  protect  the 
generality  of  American  industries  against  foreign  competition  at  this 
time. 

Mr.  Demmino.  We  are  not  obi ec ting  in  any  way  against  rates. 

Senator.  McLean.  I  deduce  that  from  your  statement. 

Mr.  Demmino.  We  are  not  objecting  in  any  way  against  rates.  I 
am  trying  to  show  you  gentlemen  the  absurdity  of  this  argument  on 
behalf  of  a  single  industrv.  Gentlemen,  I  do  not  have  to  argue  to 
you;  you  know  that  if  it  nad  not  been  for  this  war  and  the  frame  of 
mind  that  it  has  put  you  in  you  never  would  listen  to  such  an  argu- 
ment. 

Before  the  war 

Senator  McCumber.  It  seems  to  me,  Mr.  Witness,  in  all  fairness, 
this  is  mere  argument. 

Mr.  DEMBdiNG.  All  right,  sir. 

Senator  McCumber.  And  not  facts,  and  there  are  five  other  wit- 
nesses waiting  this  afternoon,  and  in  justice  to  them 

Senator  Dilijngham.  And  this  witness  asked  for  30  minutes  this 
afternoon. 

Senator  McCumber  (continuing) .  We  ought  to  close  this  testimony. 

Mr.  Demming.  All  ri^t,  sir. 

Senator  McCumber.  We  want  to  give  these  other  witnesses  an 
opportunity  to  be  heard. 

Mr.  Demming.  All  right,  sir. 

I  just  want  to  file  witn  you  gentlemen  an  anal]rsis  of  the  bill  which 
we  have  made ;  that  is,  on  the  embargo  and  licensing  feature.  I  have 
a  copy  of  it  here  for  each  of  you,  I  mink.  I  will  file  that  with  you, 
with  your  nermission,  Mr.  Chairman. 

Senator  McCumber.  It  will  be  printed  as  a  part  of  your  testimony. 

81527— 22— D  E ^24 
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Mr.  Demminq.  And  also  a  treatment  of  the  subject  from  the 
standpoint  of  the  small  millman,  which  came  from  tne  treasurer  of 
the  Lowell  Dye  Works,  of  Lowell,  Mass.,  which  we  thought  fitted  the 
subject  so  well  that  we  had  it  printed — a  sort  of  human  document. 

I  also  want  to  file  with  you,  Mr.  Chairman,  copies  of  three  letters 
showing  that  as  late  as  July  16  of  this  year  the  Dye  and  Chemical 
Section  of  the  Treasury  Department  refused  the  Slatersville  Finish- 
ing Co.  a  permit  to  import  a  certain  dye,  saying  it  could  be  obtained 
here.  On  July  21  they  reversed  their  decision  ajid  said  no,  the  dye 
was  not  manufactured  here,  and  they  gave  them  a  permit.  Then, 
on  August  1,  they  refused  the  Merrimack  Manufacturing  Co.,  of 
Lowell.  Mass.,  a  permit  to  import  the  very  same  dye. 

This  is  an  illustration  similar  to  that  of  Senator  Simmons,  is  con- 
stantlj  happening,  and  shows  the  burden  imposed  on  the  mills  by 
licensmg. 

I  wish  also  to  place  in  the  record,  as  controverting  the  oft-asserted 
argument  of  those  favoring  embargo  and  licensing  that  dye  factories 
are  '*  potential  arsenals,"  the  public  statements  of  Dr.  Keese,  chief 
chemical  director  of  the  Du  Pont  Co.,  and  Dr.  Berhard  C.  Hesse^ 
chief  chemist  of  the  National  Aniline  &  Chemical  Co.,  to  the  effect 
that  dye  factories  have  very  little  to  do,  especially  in  a  big  war, 
with  manufacturing  explosives  or  gases. 

These  statements  were  made,  unfortunately  for  their  present  pro- 
testations, a  few  months  before  this  dve  embargo  and  licensing 
scheme  was  conceived.  If  carefully  read  and  stumed  I  think  they 
will  convince  anyone  of  their  sincerity  and  truthfulness,  and  that 
they  depict  the  real  situation. 

I  wish,  likewise,  to  call  the  attention  of  the  committee  to  the  fact 
that  there  now  exists  a  Chemical  Warfare  Service  as  a  distinct, 
efficient,  active  branch  of  the  Government,  and  that  the  annual 
report  of  its  chief,  Brig.  Gen.  Amos  A.  Fries,  for  the  fiscal  year  1920 
strbngly  indicates  that  this  bureau  can  well  take  care  of  all  the  war- 
fare chemical  problems  of  the  coimtry  and  is  considerably  at  variance 
with  the  verbal  statements  before  this  committee  a  day  or  two  ago. 

I  also  wish  to  call  the  attention  of  the  committee  particularly  to 
the  very  pertinent  statement  of  Dr.  Hesse,  as  set  fortn  on  page  319 
of  the  hearings  before  the  Finance  Committee  in  December,  1919,  and 
January,  1920. 

Senator  McCumber.  They  will  be  inserted  as  a  part  of  your 
testimony. 

Mr.  Demmino.  I  wish  also  to  file  with  you,  Mr.  Chairman,  a  brief 
which  I  have  been  requested  to  hand  you,  prepared  bjr  the  Aberfoyle 
Manufacturing  Co.,  which  is  a  very  large  pnntery  of  shirtings,  located 
in  Chester,  Pa.     I  may  say  that  I  had  no  part  in  getting  up  this  brief 
It  was  gotten  up  by  tneir  own  officers. 

Senator  McCumber.  If  there  is  no  objection,  it  will  be  printed  as 
part  of  the  witnesses  testimony. 

Mr.  Demming.  I  also  wish  to  file  with  you  a  letter  of  protest  by  the 
Hulton  Dyeing  Co.  (Inc.),  of  Philadelphia,  Pa.,  in  which  letter  is  set 
forth  this: 

One  of  the  peat  objectionB  we  find  is  that  the  license  system  compels  us  to  keep 
large  stocks  of  expensive  imported  colors  on  hand  so  we  can  at  least  make  an  effort 
to  meet  all  demands  upon  us.  Our  present  imported  stocky  which  is  not  nearly 
adequate,  represents  an  investment  of  140,000,  which  is  foiu-  times  as  much  in  value 
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as  our  whole  prewar  stock  of  all  colors,  and  when  to  these  imported  colors  we  add  the 
value  of  our  stock  of  domestic  dyes  at  the  tremendous  increase  over  prewar  figures, 
our  total  stock  reaches  an  appalling  figure. 

I  want  to  say,  Mr.  Chairman,  that  this  dyeing  company  is  a  member 
of  the  Master  Dyers'  Association  of  Philadelphia,  composed  of  between 
30  and  40  dyers,  that  the  witness  who  appeared  here  on  Wednesday, 
Mr.  Dan  Waters,  is  president  of  that  association,  and  in  his  testimony 
does  not  by  any  means  represent  the  sentiment  of  that  organization, 
because  they  have  refused  to  indorse  the  embargo  ana  Ucensing 
system. 

I  also  beg  leave  to  file  with  your  committee  a  protest  by  the 
Sauquoit  Sift:  Manufacturing  Co.,  which  is  one  of  our  largest  silk- 
manufacturing  concerns. 

Also  a  protest  against  embargo  and  licensing  by  the  Pennsylvania 
Axminster  Carpet  Corporation,  one  of  our  largest  carpet  mills. 

Also  a  prot^t  by  Jacob  Miller  &  Sons,  one  of  our  largest  shirt- 
manufacturing  companies. 

Also  one  by  the  American  Pile  Fabric  Co.,  which  company  manu- 
factures plushes,  velvets,  and  velours. 

Also  one  by  the  Globe  Dye  Works  Co.,  of  Philadelphia. 

Also  one  by  the  Janero  Dye  Works,  of  Philadelphia. 

Also  one  by  the  Lowell  Dye  Works,  of  LoweU,  Mass. 

Also  one  by  Joseph  Greer  (Inc.),  manufacturer  of  worsted  and 
woolen  goods,  a  very  large  concern  in  Philadelphia. 

Senator  Dillingham.  Can  you  not  put  all  of  those  in  in  a  bunch, 
and  let  them  all  appear  ? 

Mr.  Demming.  If  you  gentlemen  say  so,  I  will;  yes,  sir. 

Senator  McCumber.  1  should  prefer  to  have  you  do  that  if  you 
are  not  getting  to  the  end  of  them. 

Senator  Dillingham.  It  will  save  time  if  you  do  it  that  way. 

Mr.  Demming.  Yes.  Here  is  one  from  Folwell  &  Bros.  Co.,  a 
very  big  concern,  and  one  from  John  Bromley  &  Sons  (Inc.).  I  will 
leave  the  balance  of  these  letters  with  your  committee.  I  also  want 
to  file,  to  go  into  the  record,  if  I  may,  an  article  or  articles  by  Mr. 
Warren  F.  Doane,  of  Philadelphia,  editor  of  The  Manufacturer. 

Senator  Jones.  I  notice  that  that  has  been  printed.  Have  you  a 
number  of  copies  of  that  ? 

Mr.  Demming.  I  have  only  two  or  three  with  me,  sir. 

Senator  Jones.  I  was  just  wondering  whether  you  could  furnish 
the  committee  with  copies  of  it. 

Mr.  Demming.  Each  member  of  the  committee  1 

Senator  Jones.  Yes. 

Mr.  Demming.  I  think  I  could,  sir. 

Senator  Jones.  We  would  be  glad  to  have  them. 

Mr.  Demming.  Yes;  I  would  be  very  glad  to  do  that. 

I  should  like  to  add  that  these  letters  from  various  textile  mills 
merely  represent  a  fraction  of  the  total  protest  and  dissent;  many 
miUs  have  written  directly  to  either  the  chairman  of  your  committee 
or  the  different  members  of  your  committee. 

Senator  McLean,  you  asked  if  Mr.  KilheflFer  could  be  called.  Would 
it  be  satisfactory  to  call  him  after  we  have  called  the  members  of  the 
Tariff  Commission,  or  is  it  your  desire  that  he  should  be  called  now. 

Senator  McLean.  I  think  he  will  occupy  but  a  very  few  minutes, 
and  he  wanted  to  follow  this  witness. 
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Senator  McCumber.  All  right,  then.     We  will  call  Mr.  Kilheffer. 

Mr.  Choate.  While  Mr.  KiBiener  is  coining,  Mr.  Chairman,  may  1 
state,  in  \dew  of  the  obvious  exigencies  of  tne  committee,  I  do  not 
think  it  would  be  proper  for  me  to  attempt  to  answer  any  of  the 
tirade  of  abuse  which  Sir.  Metz  directed  against  the  Chemical  Foun- 
dation and  myself  during  his  testimony.  I  am  sorry  not  to  be  able 
to  answer  that  but,  as  I  say,  it  is  impossible.  Therefore,  I  shall  not 
attempt  to  dwell  on  that  suoject,  but  I  wish  to  state  that  it  is  fully 
covered  in  the  testimony  before  .the  Finance  Committee  of  the 
Senate  and  the  House  Ways  and  Means  Committee.  I  have  brought 
here,  in  addition,  the  record  of  a  law  suit  between  Mr.  Metz  and  the 
Alien  Propertv  Custodian,  to  which  he  referred,  and  which  I  oflFer  in 
case  you  gentlemen  wish  to  receive  it.  It  will  show  the  sworn  testi- 
mony of  the  witnesses,  Mr.  Metz  and  others,  and  what  the  real  facts 
were.  It  is  a  voluminous  record,  and  I  do  not  suppose  you  are 
going  to  print  it,  but  I  have  it  here. 

Senator  McCumber.  Very  well. 

Senator  McLean.  If  you  have  a  single  copy,  you  might  leave  it 
with  the  chairman  of  the  committee. 

Mr.  Choate.  We  have  a  copj,  but  it  is  very  large,  and  I  do  not 
know  whether  you  care  to  receive  it  or  not.    There  it  is. 

Senator  McLean.  It  may  be  left  with  the  chairman. 

Senator  McCumber.  Very  well.  You  can  leave  it  here,  and  we 
wUl  let  the  committee  decide  whether  they  want  to  print  it  as  a 
part  of  the  testimony. 

Mr.  Choate.  Very  well. 

BRZS7   OF  aEOROE    DSIIIIXNO,  BBPRBSXlTTnrO  THE  HATZOVAL  ASSOCIATZOV  OF 

HOSISRT  AHD  WDERWSAR  MAVT7FACT17BZR8. 

BPBCnnC  BUSINESS  OBJECTIONS  TO  DYE  EMBARGO  AND  DYE  LICENSING  COMMISSION. 

1.  It  is  ethically  unsound  and  inexcusable.  It  is  not  right  to  give  an  embargo  an^ 
licensing  commission  form  of  protection  to  any  one  class  in  the  country  which  nas  as 
its  national  policy  one  general  and  universal  form  of  protection  for  all  business  and 
industry.  By  so  doing  the  country  unduly  and  invidiously  favors,  prospers,  and 
advances  one  selected  class  at  the  expense  of  all  the  others.  This  can  not  be  justified, 
and  should  not  be  condoned  or  permitted. 

2.  By  establishing  such  a  law  dye  users  and  consumers  will,  by  reason  of  the  com- 
plexities and  complications  entailed  by  the  law,  the  red  tape  and  cumbersome  and 
harrassing  methods  and  procedure  prescribed  to  comply  with  the  law,  be  compelled  to 
use  inferior  and  deleterious  dyes,  and  in  turn  dispose  of  to  the  people  shoddy  and  im- 
proper goods  and  dyed  textiles. 

3.  LiKewise  dye  users  and  consumers  will  be  robbed  of  their  foreign  customers,  who 
will  have  access  to  the  goods  of  their  competitors  dyed  with  fast,  brilliant,  serviceable, 
and  satisfactory  dyes. 

4.  Dyes  barred  out  by  the  embargo  and  licensing  commission  will,  nevertheless, 
come  into  Hie  country  in  the  shape  of  dyed  goods  and  textiles,  upon  which  articles 
there  is  no  embargo  nor  licensing  commission,  but  sm  ordinary  tariff,  and  thereby, 
eventually,  the  domestic  dye  user  and  consumer  will  be  deprived  of  his  domestic 
market  in  many  of  his  wares. 

5.  It  will  afford  the  opportunity  to  domestic  dye  manufacturers  to  establish  a 
monopoly  and  to  charge  unreasonable  and  extortionate  prices. 

It  goes  without  saying,  of  course,  that  the  American  dye  manufacturing  industry 
should  be  fostered  and  fully  protected.  All  Americans  are  in  hearty  accord  on  this 
point.  While  not  exactly  a  new  industry,  and  while  it  was  well  developed  and  made 
highly  profitable  during  the  late  war,  its  future  should  undoubtedly  be  properly 
cared  for. 

This  appears  to  be  most  adequately  done,  however,  in  the  tariff  feature  of  the  bill. 
The  protective  duties  levied  are  most  liberal,  and  certainly  seem  sufficiently  hi^h  to 
afford  ample  protection  to  the  industry  when  taken  in  connection  with  the  undeniable 
facts  that — 
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1.  The  induatry,  while  a  growing  one,  is  not  entirely  new. 

2.  It  has  received  a  tremendous  impetus  during  the  war  and  since  become  quite 
robust  and  lucrative. 

3.  The  capital,  financial  standing,  prospectuses  and  reports  of  domestic  dye  manu- 
hcturing  companies  themselves,  issued  fiom  time  to  time,  show  the  industry  is  ex- 
ceedingly prosperous,  quite  self-sustaining,  and,  indeed,  self-satisfied,  and  well  able 
to  meet  normal  conditions. 

It  is  respectf uUy  submitted  to  the  consideration  of  your  committee,  that,  in  addition 
to  this  most  liberal  tariff,  it  is  entirely  unnecessary  to  place  in  this  bill  the  secondary 
protection  of  the  abeolute  prohibition  of  the  importation  of  all  coal-tar  products  for 
the  period  of  three  years  and  the  creation  of  a  dye  licensing  commission  to  decide,  in 
its  discretion,  whetner  or  not  there  shall  be  anv  exception  to  such  prohibition. 

The  main  general  objections  to  embargo  and  licensing,  briefly  summarised,  are  as 
follows: 

1.  The  crying  need  of  the  times,  as  everybody  knows,  is  for  the  lowering  of  the  high 
cost  of  living.  The  setting  up  of  an  embargo  and  the  creation  of  a  dye  licensing  com- 
mission is  a  step  in  just  the  opposite  direction.  To  levy  a  very  high  tariff  on  importa- 
tions of  coal-tar  products,  ana  then  to  follow  this  up  by  absolutely  prohibiting  the 
importations  of  such  products  unless  passed  upon  and  allowed  by  a  dye  licensing  com- 
mission, is  unmistakably  a  move  toward  g^ter  expense  in  the  business  of  any 
industry  having  the  need  of  the  use  of  those  products. 

It  not  only  is  an  open  invitation  to  American  dye  manufecturers  to  raise  the  price 
of  their  {Hroaucts,  as  well  as  to  lower  their  quality,  but  furnishes  an  excuse  and  a  pre- 
tense to  those  who  must  employ  dyes  in  their  business  to  elevate  the  selling  price  of 
their  goods  to  the  public,  and  everyone  knows  that  such  elevation  is  always  out  of 
proportion  to  the  incsease  in  the  price  of  materials  entering  into  the  fabrication  of  sudi 
goods.  It  is  cumulative  in  its  effect  and  the  good  old  public  always  pays  the  bill. 
While  the  price  paid  for  the  dye  used  in.  manufacturing  an  article  is  only  a  fraction  of 
its  cost  to  tJie  puolic,  and  in  niiany  cases  a  small  fracUon,  yet  the  fact  remains  that  it  is 
still  a  part  of  the  cost;  and,  in  the  case  of  cheaper  and  more  Qpmmonly  used  articles, 
it  is  a  much  larger  fraction  than  in  high-priced  goods  and  articles  of  luxury.  If,  ordi- 
narily, any  importations  of  coal-tar  products  ever  get  by  the  extraordinarily  high  tariff, 
proviacKi  for  in  this  bill,  there  surely  must  be  some  good  and  sufiSicient  economic  or 
industrial  reason  therefor,  without  tbe  necessity  of  any  dye-licensing  conunission  to 
pass  on  the  propriety  or  necessity  therefor. 

The  whole  world  is  now  girding  its  loins  for  the  most  intensive  economical  struj^le 
it  probably  has  ever  known,  in  which  industrial  rivalry  and  business  competition 
win  be  most  keen.  The  sooner  we  realize  it,  prepare  for  it,  and  get  down  to  brass 
tacks,  the  better.  One  thing  is  sure,  we  can  not  fatten  off  each  other  indefinitely. 
So  far  from  coddling  and  fetvoring  and  protecting  to  the  point  of  atrophy  any  par- 
ticular industry  in  this  country  at  the  expense  of  other  industries,  what  we  need 
most  to-day  are  incentives  for  higher,  broader,  cheaper,  and  sounder  commercial 
enterprise  and  production. 

2.  Next  to  lowering  the  high  cost  of  living,  and,  perhaps,  just  as  important  and 
closely  related  thereto,  is  the  aire  need  to  simplify  in  every  possible  way  the  American 
business  man's  way  of  doing  legitimate  businees.  There  are  already  so  many  com- 
mLssions,  bureaus,  and  departments  holding  sway  over  him,  together  with  statutes 
and  laws  regulating  business,  that  it  has  actually  come  to  the  point  where  no  one 
really  knows  what  is  the  proper  business  law  and  rule  to-day;  business  men  are 
becoming  more  and  more  vexed,  uncertain,  and  confused,  are  virtually  at  sea  as  to 
what  proper  step  to  take  or  if  any  step  at  all  is  to  be  taken  in  regard  to  many  details 
of  business,  and  industrial  chaos  threatens  as  the  direct  result.  To  add  still  anoti^er 
commission,  which  would  hold  sway  over  an  important  branch  of  business,  with  all 
its  necessary  rules,  r^ulations,  red' tape,  and  decisions,  would  be  merely  to  add  to 
this  confusion  and  indecision. 

Surely  the  Federal  Trade  Commiasion,  the  Departments  of  Labor  and  Commerce, 
the  reparation  commission,  together  with  the  Clayton  Act,  the  Sherman  antitrust 
law,  the  l^ever  Act,  the  antidumping  laws,  and  other  laws  now  in  force  and  under 
consideration  are  sufficient  to  take  care  of  this  situation.  The  American  business 
man  in  order  to  succeed  must  have  freedom  from  restraint  and  interference  and  simpli- 
fication of  method  and  procedure. 

3.  Proceedings  by  business  men  before  this  proposed  commission  will  necessarily  be 
cumbersome,  embarrassing,  entangling,  uncertain,  unsatisfactory,  disturbing,  bur- 
densome, and  probably  expensive  to  a  prohibitive  degree.  It  will  act  as  an  artificial 
restraint  upon  legitimate  business,  and  the  ordinary  American  business  man,  trying 
to  do  business  in  a  lawful,  sensible,  and  economic  way,  can  not  fail  to  regard  it  as  a 
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millstone  about  his  neck,  entirely  unjustifiable  and  intolerable.  Action  before  this 
commission,  taking  into  consideration  the  American  businefls  man's  experience  before 
other  bureaus  and  commissions  and  under  the  laws  now  in  force,  must  of  its  very 
nature  be  surrounded  and  engulfed  by  red  tape,  restrictions,  uncertainty,  confusion 
and  hamperings,  needless  expense,  loss  of  time  and  loss  of  business,  and  business 
precariousness  of  every  sort  and  description,  and  it  is  bound  to  inevitably  lead  to 
endless  confusion,  inconvenience,  deception,  the  betrayal  of  business  and  trade 
secrets  and  resultant  dissatisfaction,  bitterness,  privation,  and  loss 

The  commission  will  act  as  a  court.  As  such,  of  courBe,  it  would  exerdse  its  inherent 
right y  and  is  directed  so  to  do  in  ^e  bill,  to  surround  itself  and  hedge  itself  in  with 
its  own  rules  and  methods  of  procedure,  invohdng,  undoubtedly,  the  necessity  of 
petitioners  appearing  before  it,  either  in  person  or  by  counsel,  extensive,  more  or  leas 
complicated,  and  perhaps  costly  hearing,  deliberations,  and  possibly  profuse,  complex 
and  clashing — witn  regard  to  the  decisions  of  other  bureaus — decisions  to  say  notaing 
of  the  delay  and  probably  ineptitude  and  needlessness  and  impracticability  of  the 
decision,  when  finallv  rendered,  because  of  change  of  tntde  conditions,  and  other 
things.  This,  too,  in  face  of  the  real  necessity  of  the  hour,  in  order  to  prevent  industrial 
and  economic  distress  and  breakdown  in  this  country,  for  laws  which  will  simplify, 
clarify,  unravel,  and  condense,  not  lawB  which  will  still  further  complicate,  bewilder, 
strangle,  and  harass  the  American  business  man. 

The  practical  effect  of  the  establishment  of  this  embargo  and  licensing  comminion 
will  be  to  greatly  discourage,  and,  to  a  very  great  degree,  actusdly  prohibit  any  impor- 
tations and  competitions.    In  fact,  that  is  the  real  purpose  of  these  provisions. 

4.  It  would  seem  quite  apparent  that  in  the  very  nature  of  things  this  proposed 
dye-licensing  commission  will  have  to  play  favorites.  That  is  to  say,  it  will  have  to 
favor  the  domestic  dye  industry  at  the  expense  of  all  other  industries.  It  will  have 
to  unduly  favor  individual  dye  manufacturers.  Whatever  the  intention  and  ideas 
and  motives  of  its  projectors,  it  can  not  well  avoid  doing  this,  because  of  the  charac- 
ter of  its  duties.  Besides,  it  is  common  knowledge  that  all  such  commissionB  are 
run  and  dominated  b^  one  man  or  set  of  men,  or  certain  influences  behind  a  set  of 
men,  with  a  flxed  policy  which  often  has  a  controlling,  selfish,  narrow,  biased,  or 
egotistical  stimulus.  It  is  admittedly  impossible  to  obtain  for  other  business  inter- 
ests an  equal  voice  and  representation  before  such  commission,  or,  even  when  repre- 
sented, a  complete  and  unbiased  presentation  of  their  particular  business  interests 
and  business  requirements  and  with  which  thev  a^e  most  vitally  concerned.  The 
domestic  dye  manufacturers  will  be  always  fully  represented,  and  the  commission 
therefore  must  resort  in  the  majority  of  instances — ^perhaps  in  all — ^to  favoring  the 
dye  manufacturers  and  special  members  'hereof  at  the  expense  of  other  interests,  or 
at  least  appearing  to  do  so,  and  this  must  cause  business  losses  and  business  incon- 
venience and  harm  and  eventually  result  in  the  bitterest  dissatitifaction  and  resultant 
grudges  and  reprisals,  causing  the  commission  to  be  regarded  in  this  particular  comer 
of  the  business  world,  whether  justly  or  not,  as  a  vent  for  petty  spites  and  prejudices 
and  as  the  vehicle  for  the  exercise  of  business  tyranny  of  various  kinds. 

It  must  be  remembered  that  the  offices  and  duties  of  this  commission  are  clearly 
discretionary  and  are  not  mandatorv  (as  contended  for  by  some  of  ite  exponente). 

The  very  language  of  the  bill  and  the  purpose  of  the  creation  of  the  commission 
show  this.  The  construction  of  such  words  as  "reasonable,"  "efficient,"  "sub- 
stantial," etc.,  must  be  and  is  entirely  discretionary,  and  yet  probably  the  ordinary 
business  men  could  not  agree  on  their  real  meaning  as  applied  to  particular  instances. 

To  say  that  the  commission  can  be  successfully  mandamused  is  nonsense.  A 
commission  of  this  sort  is  necessarily  discretionary  in  making  and  carrying  out  its 
edictSj  because,  if  otherwise,  the  question  at  once  arises,  why  the  necessity  for  the 
establishment  of  the  commission  at  all?  The  only  true  ministerial  commission  is  a 
straight,  up  and  down,  out  and  out,  clean-cut  tariff  measure,  which,  in  ite  operation 
and  application,  knows  no  particular  interest  or  set  of  men,  plays  no  favorites,  works 
automatically  and  equitably,  and  which  everybody  affected  thereby  knows  about 
and  understands,  can  make  business  plans  in  accordance  therewitn  without  the 
necessity  of  appearing  before  a  commission  composed  of  a  body  of  human,  fallible 
men,  which,  after  hearing  and  deliberation,  decide  whether  or  not  it  will  place  a 
product  in  class  A  or  class  B,  or  retain  it  in  either  of  these  two  classes. 

5.  Whatever  the  purpose,  avowed  or  real,  for  the  establishment  of  this  Dye  Licensing 
Commission,  its  effect  must  inevitably  be  to  encour^e  and  foster  monopoly  in  the 
domestic  dye  manuf  acturingindustry .  It  affords  every  facility  and  inducement  to  this 
end.  It  is  class  legislation  of  the  most  vicious  kind,  with  the  sure  effect,  whether  so  pur- 
posed and  acknowledged  or  not,  of  selecting  and  favoring  and  abnormally  shielding  and 

Frospering  one  class  of  business  at  the  expense  of  and  to  the  detriment  of  other  classes, 
t  is  useless  for  its  promoters  and  proponents  to  deny  this,  as  any  good,  experienced 
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business  man,  b)r  a  careful  analysis  of  such  a  commission's  practical  workings,  can 
bardly  fcdl  to  satisfactorily  demonstrate.  It  is  the  inevitable  result  of  the  creation 
and  required  methods  of  the  commission,  its  very  essence,  so  to  speak.  In  fact,  the 
spokesman  of  the  real  advocates  of  this  bill  practically  admits  this  truth.  We  have 
heard  much  of  the  arrogancy,  the  greed,  the  ruthlessness,  and  the  grasping  seliishness 
of  the  German,  but  those  are  more  than  equaled,  and  that  in  the  most  open  and  un- 
blushing way.  when  we  recall  the  testimony  of  Mr.  Ironco  du  Pont  who  appeared  as 
an  advocate  of  this  bill.  He  frankly  stated  that  this  bill  is  an  embargo  on  foreig;n 
importations,  that  it  is  so  intended,  that  two  years  duration  is  not  long  enough,  that  it 
should  be  10  years,  that,  if  he  can  have  his  way,  it  will  be  10  years,  and  that  the 
domestic  dye  manufacturer  should  be  made  exempt  from  the  operation  of  the  Sherman 
Anti-Trust  Law  (pages  161  to  167,  hearings  before  Committee  on  Finance,  1919  and 
1920).    Surely  this  is  the  pinnacle  of  class  feeling  and  class  legislation. 

This  commisdon,  if  established,  while  acting  as  a  restraint  and  a  thorn  in  the  side 
of  the  large  manujfacturer,  will  imdoubtedly  be  a  great  hindrance  and  a  decided 
menace  to  the  very  existence  and  business  survival  of  the  small  manufacturer  and  the 
business  man  of  little  wealth  and  influence.  It  will  stifle  initiative,  individualitv 
and  enterprise.  It  will  serve  to  put  a  premium  upon  slothfulness,  carelessness,  indif- 
ference, corruption,  wire-pulling,  political  deals,  shoddy  goods,  unfair  trade  prac- 
tices, bribery,  incompleteness,  lack  of  skill,  poor  workmanship  and  furnishing  of  sub- 
stitutes, all  tending  toward  trade  repressing  and  depression,  strangulation,  contrac- 
tion and  cessation,  in  which,  of  course,  the  immediate  business  and  industry  con- 
cerned will  suffer  first,  and  the  public  be  the  final  and  laigest  loser. 

6.  The  establishment  of  such  a  commission  as  this  is  an  absolutely  new  untried 
venture  in  normal,  peace  time,  American  business  and  industrial  life.  It  is  an 
innovation,  undesirable,  experimental,  uncalled  for,  hazardous  and  fraught  with 
much  peril  both  intrinsically  and  as  a  precedent.  This  commission,  if  created,  makes 
the  beginning  of  an  entirely  new  order  of  things  in  the  American  business  world,  the 
significance  of  which  is  far-reaching,  and  the  importance  of  which,  in  its  possible  and 
potential  results,  can  hardly  be  underestimated.  And  this  without  any  real  need 
therefor  having  been  shown. 

The  (][uery  at  once  arises,  if  a  commission  for  coal-tar  products,  why  not  a  commission 
for  textiles,  a  commisBion  for  potash,  a  commission  for  manganese  ore,  a  commission  for 
porcelain,  a  commission  for  wool,  a  commission  for  one  and  ten  thousand  other  things, 
which  are  imported  into  this  country^  or  which  could  be  imported  into  this  countr]^, 
and  which,  undoubtedly,  as  necessities,  should  be  allowed  to  be  imported  into  tlus 
country,  under  certain  conditions,  with  the  American  manufacturer  properly  protected 
by  a  tariff. 

A  specious  argument  in  favor  of  the  establishment  of  this  dye-licensing  commission 
has  been  advanced  based  upon  the  English  licensing  svstem.  But  widely  differing 
and  (qualifying  conditions  in  that  free-trade  coimtry  and  ours,  as  has  been  shown  and 
explained,  and  are  well  known  and  understood,  prevent  any  real  analogy,  and  careful 
analysis  of  such  argument  completely  destrovs  its  cogency  and  applicability. 

The  truth  of  the  matter  seems  to  be  that  the  establishment  of  commissions  such  as 
this  is  only  justified  (if  justifiable  at  all)  in  war  times  or  some  such  national  crisis.  In 
normal  times  they  should  be  distinctly  frowned  upon  and  avoided.  At  the  present 
time  no  sound  excuses  and  reasons  can  be  given  for  the  setting  up  of  such  a  com- 
mission. 

7.  It  would  be  palpably  unfair  to  American  textile  and  other  business  interests, 
dye  users,  to  establish  a  licensing  commission  to  hold  arbitrary  sway  over  the  importa- 
tion of  needed  dyes,  not  manufactured  here,  and  at  the  same  time  permit  without 
restriction,  scrutmv,  or  limitation  (other  than  a  tariff)  the  importation  of  foreign 
manufactured  textiles  and  other  goods,  dyed  with  these  very  dyes  sought  by  the 
American  manufacturer  but  denied  him  by  the  commission.  The  prohioited  dyes 
would  be  brought  in  in  the  shape  of  dyed  goods,  and  the  purpose  of  tlie  act  defeated 
but  at  the  expense  of  the  American  textile  man.  In  many  instances  the  American 
manufacturer  only  after  years  of  arduous  effort  has  succeeded  in  supplanting  foreign- 
made  goods  by  those  of  domestic  make.  He  has  only  succeeded  in  doing  this  because 
he  has  educated  the  public,  by  a  tedious  process,  to  the  fact  that  the  domestic  article 
is  just  as  good  as  the  foreign  one.  If  the  American  manufacturer  can  no  longer  obtain 
the  fast  and  brilliant  dyes,  the  delicate  and  the  varying  shades  and  tints,  his  wares 
are  not  as  good  or  as  desirable  or  as  attractive  as  those  of  the  foreigner  who  is  allowed 
to  compete  with  him  in  the  home  market  subject  only  to  tariff  duties.  The  public 
will  gradually,  perhaps  rapidly  in  some  cases,  become  aware  of  this  fact.  Away  goes 
the  domestic  market  for  the  domestic  manufacturer.  The  work  of  yeara  is  undone 
in  a  very  brief  time.  Once  lost,  even  when  he  is  again  afforded  the  opportunity  to 
get  dyes,  and  all  the  dyes,  just  as  good  as  the  foreigner  has  access  to,  it  will  take  the 
American  manufacturer  many  years  to  regain  his  foot  hold  in  the  domestic  market. 
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Again,  a  very  strong  reason  for  opposition  to  the  establishment  of  this  propose:! 
embai]^  and  dye-licensing  commission  is  the  undoubted  &ict  that  it  would  prove  a 
grave  impediment  to  the  expansion  of  our  export  trade. 

American  textile  interests,  as  we  all  know,  have  for  a  long  time  been  seeking  to 
break  into  foreign  markets.  The  recent  war  gave  them  their  much-sought  oppor- 
tunity and  they  were  maldng  some  headway  in  this  direction. 

For  instance,  the  hosiery  people  in  1919  exported  over  120,000,000  dozen  pairs  of 
stockings  and  socks,  valuea  at  over  $40,000,000,  to  Belgium,  Norway,  Denmark, 
Sweden,  France,  Greece,  Turkey,  Italy,  England,  Canada,  Mexico,  Argentina,  and 
other  South  American  countries. 

In  order  to  gain  headway  in,  or  even  hold,  this  market,  it  is  of  vital  importance  to 
them  that  they  have  here,  the  place  of  manu&cture,  a  free,  open,  equal  fatdlity  to 
obtain  in  the  public  market  the  best  dyes  of  every  possible  shade,  hue,  grade,  and 
description,  absolutely  iast  to  lig[ht,  water,  bleaching,  and  washing. 

If  they  are  unable  to  do  this — if  this  focility  is  taken  away  from  them — ^they  will  be 
obliged  to  turn  out  inferior  qualities  of  goods,  their  foreign  competitors  will  outstrip 
them,  and  they  .will  lose  their  foreign  markets;  and,  in  addition,  with  shoddv  and 
inferior  goods,  dyed  with  poor  and  motive  dves,  will  be  utterly  unable  to  hold  the 
domestic  market  against  the  importations  of  mreign-made  goods  dyed  with  the  best 
and  fast  dyes. 

It  would  seem  quite  obvious  that  this  proposed  embargo  and  dye-licensinfi:  com- 
mission would  deprive  them  of  this  equal  chance  and  facmty,  or  at  least  renofer  the 
obtaining  of  these  required  dyes  so  hazardous  and  cumbersome  and  expensive  aa  to 
fatally  handicap  those  textile  people  in  their  endeavors  to  obtain  and  retain  foreien 
markets  for  the&  productions. 

The  textile  people  are  perfectly  willing  to  attempt  to  retain  and  build  up  a  foreign 
market  for  their  wares  with  a  high  and  hberal  tarin  on  all  dye  impourtations  in  order 
to  adequately  foster  and  protect  the  American  dye-manu&u;turing  industry;  but  to 
ask  them  in  addition  to  this  to  endure  an  embaigo  and  dye-licensing  commission  they 
believe  is  going  a  step  too  fur  and  making  the  burden  too  great  for  them,  needlessly, 
discriminatingly,  and  invidiously. 

9.  As  plainly  evidenced  by  the  demoralized  conditions  of  our  foreign  exchange  and 
the  statements  of  our  international  bankers,  a  ^reat  economic  problem  now  confronts 
the  United  States  because  of  the  changed  conditions  brought  about  bv  the  war.  Not 
as  the  result  of  our  own  wish  or  purpose,  but  because  of  forces  outside  of  and  greater 
than  ourselves,  we  have  become  a  world  power,  with  our  interests  to  an  unprecedented 
degree  intertwined  with  those  of  other  nations.  We  can  no  longer  take  a  narrow  and 
isolated  position  and  assume  to  view  the  affairs  and  happenings  of  the  world  from  afor. 
We  are  part  and  parcel  of  the  whole  great  world,  and  economically  and  industrially 
a  very  great  part.  In  this  corresponding  degree,  therefore,  we  must  realize  that  the 
welfare  of  the  world  is  bound  together,  and  that  which  adversely  affects  one  nation 
affects  all. 

From  a  debtor  nation  we  have  chanpred  in  a  very  few  years  to  a  great  creditor  nation. 
Our  national  policy  must,  therefore,  likewise  change.  We  can  not  hope  to  ever  secure 
the  return  of  our  huge  credits  except  at  least  to  a  degree,  bv  encouraging  trade  from 
and  with  our  debtor  nations .  As  a  creditor  nation  we  have  a  aeep  interest  in  promoting 
the  prosperity  and  enlarging  the  earning  capacity  of  those  nations  which  owe  us  money 
in  order  that  they  may  enjoy  at  least  difficult  prosperity  to  enable  them  to  pay  us 

Srincipal  and  interest.  Foreign  trade  is  essentially  an  exchange  of  commodities, 
ne  nation  can  not  continue  to  sell  to  another  without  reciprocallv  buying  from  it. 
Continued  sales  without  corresponding  purchases  would  in  time  withdraw  all  the  ^Id 
from  the  purchasing  country,  so  that  it  must  cease  to  be  a  purchaser  and  in  tune 
national  bankruptcy  would  ensue.  Long-time  credit  merely  means  that  the  debtor 
nation  has  a  longer  period  in  which  to  pay  the  creditor  nation  in  goods. 

Germany,  as  well  as  France  and  England,  are  now  debtor  nations  to  us. 

The  question  at  once  arises.  If  we  are  not  going  to  allow  them  to  dischaige  their 
debts  to  us  by  selling^  us  something  we  require  hero  and  don't  make  hero  ourselvee, 
where  then  are  we  going  to  begin?  If  we  don't  take  from  them  the  dyes  and  chem- 
icals we  must  and  should  have  and  which  we  have  not  yet  learned  to  make  ourselves, 
what  articles  of  commerce  do  we  intend  to  permit  them  to  import,  and  how  are  we 
ever  going  to  have  our  tremendous  indebtedness  liquidated? 

How  are  we  going  to  stimulate  and  preserve  our  export  trade  in  the  goods  we  do 
manufacture  if  we  do  not  allow  foreign  nations  to  establish  credit  with  us  by  send- 
ing and  selling  us  certain  articles  which  they  make  and  we  do  not? 

10.  Finally,  these  provisions,  if  enacted  into  law,  would  plainly  go  contrary  to 
the  sound  economic  trend  of  the  times  and  put  the  Government  back  into  busmees 
again.  Every  possible  effort  is  now  being  made  to  get  business  back  to  a  private 
basis  and  out  of  the  hands  and  direct  control  of  the  Government.    Everyone  is  sick 
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and  tired  of  this  costly  experiment  miade  during  the  war.  America  has  had  enough 
of  it — at  least  for  the  time  being.  These  provisions  of  embaigo  and  a  licensing  com- 
mission, if  they  became  a  law,  would  necessitate  the  estaUishment  of  a  separate^ 
governmental  bureau  for  the  purpose  of  having  hearings  and  appearances,  niaking* 
edicts,  promulgating  rules,  issuing  and  scrutinizing  orders,  estaolishin^  and  pub- 
lishing  lists,  and  overseeing  and  keeping  in  touch  with  this  particular  industry  in 
general. 

li^th  its  necessary  and  accompanying  system  of  checks  and  balances,  comparisons, 
and  corrections,  verifications  and  follow-ups,  statements  and  affidavits,  petitions  ana 
permits,  r^ulations  and  rules,  and  what  not  else  which  would  be  required,  it  would 
put  the  Government  back  into  business  with  a  rush. 

One  of  two  things  is  sure,  if  embar^  and  licensing  commission  became  the  law  in 
the  dye  manufacturing  business,  in  its  practical  enforcement,  it  would  either  be  a 
screaming  farce  and  add  to  the  general  contempt  of  Government  bureaus  and  agen- 
cies, or  else,  if  taken  seriously  and  honestlv  and  carefully  administered,  would  become 
a  burden  to  and  a  thorn  in  the  side  of  the  ordinary  business  man,  a  user  and  con- 
sumer of  dyes. 

We  have  already  too  many  laws  upon  our  statute  books,  and  need  no  more  of  them. 
We  plead  with  our  legislators  to  enact  no  more  such  laws.  There  is  already  in  this 
country  too  much  contempt  and  too  gfeat  indifference  to  what  are  regarded,  whether 
justly  or  not,  as  useless  and  unduly  restrictive  and  harrassing  laws. 

Probably  the  most  demoralizing  and  dangerous  thing  in  this  country  to-day  is  the 
daily  spectacle  of  law-evading  persons  becoming  wealthy  and  prosperous,  with  full 
imm unity  from  the  law,  while  the  ordinary,  honest,  decent  citizen  can  hardly  get 
along  and  pay  his  taxes.  Tlie  other  day  it  developed  in  Philadelphia  that  a  saloon 
keeper  in  me  outskirts  of  the  city,  whose  license  had  been  revoked  many  months  ago, 
had  become  so  wealthy  that  within  the  last  six  months  he  had  purchased  outright 
some  60  properties  and  2  automobiles.  And  he  has  not  even  been  charged  with  a 
crime.  1  could  mention  many  more  such  examples,  for  they  are  by  no  means  isolated, 
as  many  of  us  know. 

We  want  no  more  such  laws — ^for  the  gpod  of  our  entire  country.  These  provisions, 
if  attempted  to  be  legalized,  are  rife  with  danger,  because  of  their  burdensomeness 
and  impracticability. 

By  enacting  such  laws  you  merely  serve  the  purpose  of  bringing  law  in  general 
into  disrepute;  you  make  all  laws  and  enforcement  of  law  a  laughing  stock;  and 
history  shows  that  when  these  things  occur  chaos  and  debacle  ensue. 

The  great  need  of  the  country  tonday  is  for  some  legislation  such  as  can  be  readily 
understood  and  obeyed  and  is  practical  of  enforcement.  If  a  continuance  is  made  of 
passing  unusual  and  freak  legislation,  one  of  two  things  seems  likely  to  happen — 
you  will  either  impoverish  and  almost  drive  crazy  the  honest  portion  of  the  people  who 
try  to  fathom  and  obey  the  laws,  or  else  there  is  going  to  be  a  saturnalia  of  law  evasion 
and  crime,  such  as  the  country  never  knew  before. 

11.  Just  at  the  present  time  the  country  is  in  the  throes  of  a  business  and  financial 
depression.  Many  people  are  suffering  extremely  hard  times,  and  much  unemploy- 
ment exists.  Every  effort  is  being  made  to  bring  down  wages  and  other  costs  of 
production,  so  that  industry  may  start  up  again  from  a  stable,  firm,  secure  basis. 

In  line  with  this  condition  oi  affairs  the  President  of  the  United  States  found  it 
neces^ury  the  other  day  to  deliver  a  personal  message  to  Congress  to  the  effect  that  the 
financial  condition  of  the  coimtry  would  not,  at  least  at  the  present  time,  permit  of 
bonus  legislation  for  the  men  who  fought  in  the  lato  war. 

If  embaigo  and  dye  licensing  are  enacted  into  law,  which  confessedly  will  benefit  a 
comparatively  small  and  select  class  of  men  at  the  expense  of  the  rest  of  the  coimtr>' — 
a  class  and  a  special  industry  which  everybody  knows  made  extraordinarily  large 
profits  during  tne  period  of  the  war — how  can  we  square  such  action  with  those  other 
efforts  of  the  Government  and  of  the  country  as  a  whole  to  bring  all  classes  back  to  a 
solid  foimdation  of  thrift,  economy,  application,  and  unselfish  striving?  Would  such 
an  action  be  consistent,  and  could  it  be  justified? 

PBACTTCAL    WORKINGS    OF    THE    DTE-EMBABGO    AND    DTE-LICENSINO    COMMISSION    IF 

ENACTED  INTO   LAW. 

The  language  of  the  bill  is  (^^or  was) : 

*'  The  United  States  Tariff  Commission  shall,  as  soon  as  may  be,  proceed  to  a  detormi- 
nation  of  the  products  which,  under  the  foregoing  deiinitions,  are  included  in  class  A, 
and  publish  a  list  thereof.  This  list  shall  be  revised  as  and  whenever  said  commission 
may  deem  necessary,"  eto. 

And,  "No  product  while  included  in  class  A  *  *  *  shall  be  delivered  from 
customs  custody  in  the  United  States,  or  in  any  of  its  possessions."  etc. 
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Hence  the  policy  governing  and  swaying  the  commission — the  very  fundamental 

idea  of  its  existence,  as  a  dye  commission,  the  preconceived  and  firmly  established 

notion  and  predominating  tnought  in  the  minds  of  the  commissioners  composing  it, 

'will  be  that  it  is  established  for  the  purpose  of  preventing  importation  of  coal-tar 

products  into  the  United  States. 

Based  upon  this  primary  purpose  of  the  bill  itself,  this  dye  licensing  commission 
will  necessarily  be  controlled  by  a  fixed  poUcy  of  hostility  and  opposition  toward 
anyone  appearing  before  it  for  the  purpose  of  removing  dyes  h'om  class  A,  the  in- 
hibited list,  and  of  securing  a  permit  or  license  to  import  supposedly  necessary  dyes 
not  made  here.  Its  whole  attitude  toward  textile  interests  will  be  very  decidedly 
that  of  the  gentleman  from  Missouri. 

By  the  very  terms  of  its  existence,  doubtless  by  all  its  rulings  and  decisions,  the 
methods  of  procedure  before  it.  which  it  will  prescribe,  and  which,  of  course,  will  be 
more  or  less  compUcated,  and  must  be  vexatious,  oppressive,  embarassing  and  un- 
certain to  the  honest  and  truthful  petitioner  appearing  before  it,  this  commission,  in 
the  very  nature  of  its  creation  and  surroundings,  must  act  and  proceed  upon  the 
presumption  that  no  importations  of  coal-tar  products  are  necessary  or  should  be  al- 
lowed. 

In  order  to  overcome  this  presumption  and  secure  a  permit  or  license  from  the 
commission  for  importations  ot  coal-tar  products,  placed  at  a  disadvantage  as  he  must 
be  by  whatever  rules  of  procedure,  harassing  and  complex,  the  commission  may 
promulgate,  (as  is  its  inherent,  self-i^overning  nght,  and  as  it  is  directed  and  author- 
ized by  the  bill  itself  to  do)  any  petitioner  to  remove  a  product  from  class  A  and  obtain 
a  license  to  import  must,  by  the  rule  of  burden  of  proof,  produce  an  overwhelming, 
predominating  and  preponderating  mass  and  weight  of  evidence  and  proof,  sufficient 
to  move  the  minds  of  the  commissioners  out  of  their  accustomed  grooves  and  convince 
their  reason  of  the  necessity  for  the  removid  and  issuance  of  the  asked  for  license. 

This  will  be  no  easy  task.  In  many,  if  not  most  cases,  the  difficulties  will  appear 
pretty  nearly  insuperable  to  the  average  mill  man. 

Thus,  the  commission,  sitting  as  judge,  jury,  and  prosecuting  attorney,  hears, 
weighs,  and  deliberates  upon  the  evidence,  for  any  length  of  time  it  deems  necessary, 
and  continues,  postpones,  and  concludes  hearings,  reopens  hearings,  reliearB  evidence 
and  additional  testimony,  asks  for  briefs  to  be  filed,  etc.,  and  then  at  last  gives  a 
dicision. 

It  is  true  that  the  bill  says  "Thereupon  the  commission  shall  make  its  determina- 
tion without  delay. " 

But  what  does  this  mean?  Nothing  at  all.  It  is  a  pure  surplusage — "bunk,"  in 
the  language  of  the  street.  For  who  shall  determine  what  is  "delav  "  or  how  long  is  a 
reasonable  time?  Whv  the  commission,  of  course.  Its  members  could  be  held 
accountable  only  for  a  very  obvious  or  violent  abuse  of  the  taking  of  sufficient  time  to 
fully  consider  the  evidence  and  the  entering  of  a  decision.  And ,  in  case  of  such  abuse, 
who  could  undertake  to  hold  the  commission  accountable?  Certainly  not  the  textile 
man.    He  has  troubles  enough  of  his  own  in  his  ordinarsr  business  relations,  and 

Srobably  long  before  the  decision,  if  delaved,  came  out,  he  had  given  up  all  ideas  and 
opes  or  ever  getting  h's  desired  d  ves,  if,  indeed,  thev  would  be  of  any  use  to  him  then, 
should  he  happily  receive  permission  to  try  to  obtain  them. 

Based  upon  the  past  experiences  of  the  millmen.  the  leather  manufacturers,  and 
others,  in  tr>dng  to  secure  licensee  from  the  War  Trade  Board,  and  applying  these 
experiences  to  the  language  of  the  present  bill,  the  entire  period  elapsing  from  the 
filmg  of  the  application  to  the  granting  of  the  permit,  in  any  case  where  there  would  be 
any  opposition  whatever  from  the  dye  manufacturers  (and  we  can  take  it  for  granted 
that  there  would  be  such  opposition  in  the  vast  majority  of  cases,  and  strenuous  and 

{)rolonged  opposition  in  manv  cases)  would  be  not  less  than  three  months,  and  often 
on^er.  ( 'ertainly  this  is  a  sufficient  length  of  time  to  make  any  textile  manufacture 
hesitate,  become  dubious,  and  look  longingly  at  anv  spurious  or  inferior  dyes  in  the 
domestic  market,  debating  whether  or  not  he  can  work  tnem  off  on  a  credulous  public, 
and  thereby  save  himself  the  certain  loss  of  time,  money,  patience,  and  energy  caused 
by  a  contest  before  the  commission. 

And  this  is  the  very  purpose  of  the  bill,  and  what  Mr.  du  Pont  meant  when  he 
testified  before  this  committee  a  year  and  three-quarters  ago  that  "To  call  this  bill  a 
licensing  bill  is  a  misnomer.     It  is  substantially  an  embargo,  and  is  so  intended." 

For,  it  must  be  remembered,  that  even  after' all  this  lapse  of  time  in  securing  the 
permit,  this  uncertainty,  this  trouble,  and  expenditure  of  time  and  money,  and 
probable  deferring  of  business  plans,  if  the  textile  man  is  lucky  enough  to  get  a  favor- 
able decision,  he  has  still  to  get  his  dyes,  which  will  probably  take  two  or  three  weeks 
longer. 

Tne  bill  provides  that  class  A  "shall  comprise  all  of  such  products  which  are  obtain- 
able in  the  United  States  on  reasonable  terms  as  to  quality,  price,  and  delivery." 
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It  then  proceeds  to  give  alleged  definitions  of  what  are  reojsonable  terms  as  to  quality, 
price,  and  delivery.  But  these  are  necessarily  most  indefinite,  vague,  unsatisfactory, 
inclusive  and  susceptible  of  many  and  differing  interpretations.  The  free  use  of  the 
terms  ''substantially,"  ''considering  alwavs  the  purpose,"  "sufficient  to  insure  the 
maintenance,"  ''an  efficient  plant,"  "substantial  commercial  scale,"  ''reasonable 
time,"  "sufficient  to  supply,  etc.,  all  go  to  show  that  everything  really  is  left  to 
the  judgment  and  discretion  of  the  commission. 

The  commission  determines  all  these  things.  The  responsibility  is  whollv  the 
commission's,  and  no  outside  reasonable  person  presenting  facts  in  favor  of  excluding  a 
product  from  class  A  and  granting  a  permit  to  import  may  be  heard;  under  the  terms 
of  the  bill,  the  commission  is  not  bound  thereby,  and  may  believe  slight  evidence 
to  the  contrarv,  give  the  benefit  of  the  doubt  to  the  dye  manufacturer,  and  decide 
against  exclusion  and  the  issuing  of  the  license,  and  do  so  without  any  risk  of  being 
legally  held  arbitrary  or  despotic. 

From  such  a  decision  there  is  absolutely  no  appeal  or  any  chance  of  reversal  or 
redress  whatever,  however  injured  the  textile  man  may  consider  himself  and  his 
business  to  be  thereby. 

This  is  not  said  with  the  idea  of  casting  any  reflection  thereby  on  the  integrity  of  the 
commission,  since  the  commissioners  may  act  in  perfect  good  faith,  with  a  full  desire 
to  fulfill  their  duties,  and  still,  in  the  natural,  regular  Intimate  workings  of  the 
commission,  the  textile  supplicant  for  dye  clemency  may  suffer  the  grossest  injury 
without  any  just  ground  for  charges  against  the  commission  of  negligence,  indiffer- 
ence^ bias,  or  malign  infiuence. 

Aside  from  this,  too,  the  necessity,  in  any  action,  application,  or  petition  before  the 
commission,  for  the  betrayal  and  disclosure  of  trade  secrets,  business  plans,  and 
campaigns  on  the  part  of  textile  men  which  will  serve  to  enlignten  and  benefit  their 
business  rivals  will  probablv  be  such  as  to  act  as  a  great  deterrent — ^in  fact,  almost  a 
prohibition — to  any  sensible,  careful,  prudent  business  man  appearing  before  the 
commission  in  this  capacity,  except  as  a  final  resort  to  save  his  business  from  im- 

E ending  disaster  and  collapse  and  where  he  can  no  longer  stave  off  the  inevitable, 
ikewise,  all  these  provisions  of  the  bill  are  predicated  upon  the  requirement  and 
supposition  that  every  business  man  is  able  and  has  sufficient  business  acumen  and 
mental  agility  to  read  business  signs  and  omens  aright  and  with  unerring  infallibility 
many  months  in  advance. 

In  many  instances  this  is  not  possible,  especially  with  the  smaller  mills  that  follow 
the  laiger  ones  in  style  and  finish. 

On  the  other  hand,  the  domestic  dye  manufacturing  interests  are  perpetually  and 
fully  represented  in  all  their  rights  and  equities  before  the  commission.  They  have 
merely  to  sit  tight  and  put  the  entire  burden  on  the  millmen,  the  consumer,  and 
the  user. 

In  view  of  all  these  circumstances,  facts,  and  conditions,  can  it  be  doubted  for  one 
moment  that,  neither  in  its  attitude  nor  in  its  practical  operation,  is  it  possible  for  this 
proposed  dye  licensing  commission  to  be  perfectly  fair,  neutral,  equitable,  or  impartial 
to  tne  users  and  consumers  of  dyes  and  coal-tar  products? 

Can  it  then  be  successfully  contended  that  tne  conception  of  this  scheme  of  pro- 
tection is  just,  proper,  economic,  sound,  satisfactory,  or  American? 

C^n  it  be  properlv  termed,  therefore,  other  than  class  legislation  of  the  most  flagrant 
sort,  and  an  unlawful,  bold,  arrogant,  and  pernicious  attempt,  under  cover  of  various 
excuses,  including  patriotism,  to  bestow  special  privilege  and  overwhelming  benefit 
and  advantage  upon  one  small,  select,  exclusive  manufacturing  interest  at  the  expense 
of,  and  to  the  very  decided  detriment  and  hindrance  of,  ail  other  manufacturing, 
industrial,  and  business  interests,  and  of  the  general  public? 


LETTERS   OF  PROTEST. 

W.  J.  BuDOELL  &  Sons  (Inc.), 

Peabody,  Mass,,  July  28,  1921. 
Hon.  Boies  Penrose, 

Chairman  Senate  Finance  Committee,  Washington,  D,  C. 

Dear  Sir:  During  the  past  two  yeai«  when  the  tariff  on  coal-tar  dyestuffs  has  been 
considered  in  Wai^hiiigton  we  have,  in  a  modest  way  from  time  to  time,  made  protesta 
against  an>'thiiig  like  license  and  embargo  for  foreign  dyes.  It  was  certainly  very 
gratifyijig  to  us  that  the  Houee  of  Representatives  eliminated  from  the  bill  everything 
pertaining  to  Ucense  and  embargo. 

We  understand,  however,  that  the  large  American  dyestuff  manufacturers  are 
endeavoring  to  have  the  Senate  put  this  objectionable  feature  back  into  the  bill, 
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and  we  feel  that  we  must  write  again  in  protest  of  this,  as  all  usera  of  dyestuffs  would  be 
eerioiisly  handicapped  if  their  interests  are  jeopardized  by  such  drastic  legislation. 

As  regards  the  duty  that  will  finally  be  selected  to  give  the  domestic  dye  manufac- 
turer adequate  protection,  to  which  he  is  entitled,  we  trust  the  same  will  not  only  be 
fair  to  them  but  to  all  users  of  dyestuKs  as  well.  Leather  goods  are  constantly  coming 
into  this  country  with  foreign  dyes  in  them,  such  dyes  being  undoubtedly  sold  abroad 
at  competitive  prices  and  our  goods  are  made  up  into  various  articles  by  people  who 
we  sell  and  who  are  in  competition  with  foreign  manufacturers  of  leather  goods  in 
this  country  as  well  as  other  countries.  It  would  therefore  eeem  that  while  adequate 
protection  to  the  American  manufacturer  is  the  proper  thing  to  do,  this  protection 
^ould  not  be  made  so  high  that  it  would  jeopardize  the  business  as  conducted  by  all 
concerns  who  use  dyestuns  in  their  products  for  the  above-mentioned  reasons. 
Yours,  very  truly, 

Frank  W.  Budgell. 


Gleasondale,  Mass. 
The  Chairman  Finance  Committee, 

United  States  Senate,  Washington,  D.  C. 

Honorable  Sir:  We  briefly  call  attention  to  the  dyestuff  schedule  of  tariff  bill, 
now  being  discussed  at  public  hearings  before  your  honorable  board,  voicing  our 
protest  against  the  embargo  and  license,  American  valuation  and  specific  rate  clauses. 
It  is  necessary  for  the  American  manufacturer  of  textiles  to  be  able  to  secure  dye- 
stuffs  of  fastness,  uniformity  and  in  sufficient  quantities  to  compete  in  the  world 
markets  and  to  incorporate  in  our  tariff  bill  the  above-mentioned  clauses,  in  our  opinion , 
and  certainly  in  our  particular  branch  would  be  a  detriment  to  our  industry. 
Respectfully,  yours, 

Gleasondale  Woolen  Mills, 
Charles  E.  Roberts,  Treasurer 


Philadelphia,  Pa.,  July  27,  19Sfl 
Mr.  George  Demmino, 

National  AssodatUm  Hosiery  and  Underwear  Manufacturers, 

Philadelphia,  Pa. 

Dear  Sir:  If  you  have  an  opportunity  to  act  as  spokesman  for  the  d}re  consumers, 
you  may  please  say  for  us  that  we  favor  legislation  protecting  the  American  industry 
to  an  extent  that  will  permit  its  complete  development  in  all  lines  and  at  prices  which 
will  not  place  an  undue  burden  upon  the  consumer. 

We  consider  that  the  embargo  would  be  unjust  to  the  consumer  and  not  necessary 
to  the  proper  development  of  the  manufacture  of  dyes,  and  that  the  well-tried  princi- 
ples of  protective  tariff  can  be  applied  so  as  to  develop  home  industries  and  at  the 
same  time  prevent  an  extortionate  monopoly. 
Yours,  very  truly, 

C.  H.  Masland  &  Sons  (Inc.), 
C.  W.  Masland. 


East  Pefpbrell,  Mass.,  July  29, 1921. 
Hon.  Boies  Penrose, 

Chairman  Finance  Committee,  United  States  Senate. 

Dear  Sir:  We  trust  that  the  embargo  clause  of  the  chemical  and  dye  section  of 
H.  R.  7456  which  was  recently  rejected  by  vote  of  the  House  will  not  be  placed  in  this 
bill  again  by  your  committee.  Any  embargo  or  license  would  be  injurious  to  the 
public  and  very  disastrous  to  the  consumer  of  dyestuffs. 

We  believe  this  countrv  is  entitled  to  receive  the  best  and  fastest  colorings.  An 
embargo  on  dyestuffs  would  prevent  this  and  tend  to  create  a  monopoly. 

The  duty  on  dyes  we  understand  to  be  7  cents  per  pound  and  35  per  cent  ad  valorem, 
or  an  increase  of  about  280  per  cent  over  the  duty  in  force  prior  to  the  war.    We  con- 
sider this  ample  protection  for  the  domestic  industry. 
Yours,  very  tnily, 

Pepferell  Card  &  Paper  Co., 
Rainsford  Deware, 

President  and  Treaaura^ 
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Philadelphia,  August  1, 19zl . 
"Mr.  C.  B.  Carter, 

Secretary  Naiumcd  Hosiery  and  Underwear  Manufacturers^  Association^ 

Philadelphia, 

Dear  Sir:  We  beg  to  advise  that  we  are  heartily  in  favor  of  your  movement  to 
remove  unnecessary  and  hampering  restrictions  which  are  at  present  binding  textile 
manu^turers  in  the  importation  of  dyestuffs  where  no  satisfactory  substitute  is 
iumished  by  Ammcan  chemical  houses.  This  is  particularly  the  case  in  connection 
with  indan&rene  colors. 
Trusting  you  may  be  successful  in  your  efforts,  we  are, 
Very  truly,  yours, 

Jacob  Millrr  Sonh  i^:  (Jo. 


Philadelphia,  Pa.,  July  28,  1921. 
Mr.  George  Demming, 

National  Association  of  Hosiery  and  Underwear  ManufacturerSj 

Philadelphia^  Pa. 

Dear  Sir:  We  understand  the  tariff  bill  is  to  come  up  before  the  Senate  on  Friday. 
We  wish  to  make  a  strong  protest  a^inst  the  embargo  feature  of  dyestuff  section. 
We  do  not  care  how  high  the  tariff  is  made,  just  so,  that  when  necessary,  we  can 
obtain  foreign  dyes  in  a  hurry.  Under  the  present  licensing  system  we  are  subjected 
to  a  delay  of  from  four  to  six  months  and  otten  the  demand  has  temporarily  fallen  off 
when  they  do  arrive.  We  have  a  concrete  example.  Last  vear  we  obtained  license 
from  the  War  Trade  Board,  early  in  June,  for  the  import  of  about  $22,500  worth  of  for- 
eign dyes.  These  did  not  arrive  until  the  end  of  November.  In  the  meantime  the 
demand  had  fallen  off,  and  we  still  have  this  amount  on  hand. 

Wherever  poasible  we  use  American  dyes  and  have  found  them  very  satisfactory, 
but  they  do  not  cover  the  whole  range,  and  until  they  do  it  is  suicidal  to  talk  embari^. 

Trusting  you  will  give  this  your  earnest  attention  and  influence,  we  beg  to  remain^ 
Yours,  very  truly, 

Sauquoit  Silk  Manufacturing  Co., 
H.  W.  Inskeif,  Superintendent. 


Philadelphia,  Pa.,  July  27,  1921. 
Mr.  George  Demhing, 

National  Association  of  Hosiery  and  Underwear  Manufacturers , 

Philadelphia,  Pa. 

Bear  Sir:  We  are  very  much  opposed  to  the  proposed  dyestuff  licensing  and  em- 
bargo section  of  the  permanent  tanff  bill  and  hope  tnat  the  removal  of  same  from  the 
bill  by  the  House  will  be  sustained  by  the  Senate. 

Protection  is  surely  needed  by  all  industries,  including  the  American  manufacturers 
of  dyestuffs,  and,  in  our  opinion,  that  protection  should  be  in  the  form  of  tariff  rates. 
To  place  an  absolute  embargo  on  a  necessary  dyestuff  is  to  give  the  domestic  manu- 
facturer of  that  color  an  advantage  which,  in  some  cases,  would  be  paramount  to  a 
monopoly. 

A  snort  time  ago  we  endeavored  to  secure  an  import  license  for  some  patent  blue, 
of  which  color  we  are  very  large  users.  Such  a  permit  was  refused  by  the  War  Trade 
Board  and  we  were  referred  to  certain  firms  whicn  when  applied  to  answered  that  they 
did  not  have  any  substitute  for  the  color  we  were  endeavoring  to  secure.  In  fact, 
as  far  as  we  know,  the  National  Aniline  &  Chemical  Co.,  is  the  only  domestic  con<»em 
making  patent  blue  and  their  price,  we  believe,  at  present  is  $5  per  pound.  German 
patent  blu,.t)f  equal  strength  can  be  purchased  in  Canada  for  $1.41  per  pound. 

At  the  present  time  there  is  a  limited  amount  of  Swiss  patent  blue  available,  but  as 
this  is  also  on  the  embargo  list  it  would  not  be  available  after  the  present  supply  is 
consumed,  unless  the  embargo  is  removed.  With  the  Swiss,  German,  and  all  other 
patent  blues  removed  from  the  market  it  is  not  likely  that  domestic  manufacturers 
of  this  color  would  reduce  their  prices. 

At  this  time,  when  the  demand  for  lower  price  is  so  insistent  and  when  manufar r- 
turers  are  striving  to  lower  their  cost  in  every  way,  they  are  confronted  with  the 
embargo  and  licensing  idea,  which  if  passed  will  make  an  additional  burden  of  an 
unnecessarily  high  dyestuff  cost. 
Very  truly,  youra, 

Pennsylvania  Axminster  Carpet  Corporation, 
H.  Wickerman,  Vice  President. 
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Joseph  Greer  (Inc.), 
Frankford,  Philadelphia,  July  28,  19£1. 
Mr.  George  Demmino, 

Care  National  Association  of  Hosiery  and  Underwear  Manufacturers, 

Philadelphia,  Pa, 

Dear  Sir:  According  to  our  experience,  any  system  controlling  the  imports  of 
dyestuffs  is  most  damaging  to  our  business.  We  had  an  experience,  not  long  ago, 
where  \^e  turned  out  several  thousand  pieces  of  a  particular  shade,  with  domestic 
colors,  simply  because  we  could  not  wait  to  get  imported  colors.  The  domestic 
product  was  not  fast:  it  faded  very  badly,  and  we  had  to  make  substantial  allowances 
to  all  our  customers.  Not  only  did  we  lose  money  that  was  paid  for  the  allowances, 
but  the  reputation  of  our  goods  also  suffered  materially.  Had  the  imported  colors 
been  available,  and  could  we  have  used  Uiose  which  we  knew  by  experience  to  be 
satisfactory,  this  trouble  would  never  have  occurred.  Since  then,  we  are  forced  to 
import,  and  now  that  the  colors  are  here,  we  have  no  business,  only  a  stock  of  high- 
priced  dyestuffp.  It  is  impossible  for  ua,  or  any  other  manufacturer,  to  look  ah^id 
and  decide  what  colors  and  what  quantities  of  those  colors,  we  will  need. 

Possibly  were  we  running  on  staple  colors  exclusively  it  might  be  easier,  but  we 
feel  our  troubles  as  manufacturers  are  more  than  sufficient  these  times  without  the 
added  burden  of  worrying  about  our  supply  of  dye  stuffs,  simply  because  they  aie 
not  freely  available.  Our  buyers  all  demand  cheaper  fabrics  ana  lower  prices,  but 
the  dyestuffs  have  not  come  down  in  the  same  degree.  We  believe  that  the  question 
of  dyestuffs  is  a  very  sore  spot  with  most  manufacturers. 
Yours,  very  truly, 

Joseph  J.  Greer,  President. 


Philadelphia,  Pa.,  July  28,  192 U 
Mr.  George  Demming, 

National  Association  of  Hosiery  and  Underwear  Maniifacturers, 

Philadelphia,  Pa. 

Dear  Sir:  We  use,  from  time  to  time,  eosine,  which  is  made  in  German  v.  This 
we  have  imported  on  the  authority  of  an  import  license.  We  have  found  no  domestic 
product  which  answers  our  purpose  at  all. 

We  also  find  it  necessary  to  import  crystal  violet  highly  concentrated,  which  is 
used  for  certain  copying,  duplicator,  hectograph,  and  rapia  roller  Drocess  typewriter 
ribbons,  as  the  best  domestic  crystal  violet  article  made  which  we  have  been  able  to 
obtain  is  no  more  than  half  strengtii  and  will  not  produce  the  required  results.  In 
other  words,  high-grade  typewriter  ribbons  can  not  be  made  from  domestic  coIofb  aa 
now  produced. 

It  IS  impossible  for  us  to  estimate  the  amount  of  this  product  we  will  need  in  a 
given  time;  consequently  when  we  apply  for  an  import  license  for  a  six  months*  sup- 
ply it  must  be  largely  by  guess,  and  we  either  import  more  than  we  need  or  not  enougn . 

We  believe  in  tariff  rates  which  protect  the  American  manufacturers  of  dyeetuff, 
but  most  assuredly  do  not  approve  of  a  license  and  embargo  system  which  is  such 
a  handicap  to  all  users  of  colors. 
Yours,  very  truly, 

U.  S.  Typewriter  Ribbon  Manupacturino  Co., 
Chas.  R.  Palmer. 


Philadelphia,  Pa.,  Julji  i?T,  i9f /. 
Mr.  Geo.  Demming, 

National  Association  of  Hosiery  and  Underwear  Manufacturers, 

Philadelphia,  Pa. 

Dear  Sir:  We  are  manufacturers  of  cotton  pile  fabrics  which  are  used  for  portieres, 
and  for  which  it  is  necessary  to  have  the  highest  possible  degree  of  light  fastness,  at  a 
dyeing  cost  not  too  high  in  comparison  with  the  cost  of  the  goods. 

We  have  therefore  picked  out  certain  direct  colors  which  are  quite  satisfactory  in 
this  regard.  We  are  using  all  the  domestic  colors  which  are  good  enouch  for  the 
above  purpose,  but  w^e  have  to  use  a  number  of  imported  Swiss  colors  in  order  to  com- 
plete our  color  line.  If  the  proposed  embargo  and  licensing  system  is  made  a  part 
of  the  permanent  tariff  bill,  it  will  either  be  impossible  for  us  to  obtain  these  Swiss 
colors,  or  to  obtain  them  only  by  affidavit  or  license. 
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Even  if  importation  of  all  these  Swiss  colors  should  be  permitted,  the  length  of  time 
neceaeary  to  import  would  make  it  necessary  for  us  to  carry  an  enormous  stock  in 
order  to  meet  the  demand  for  the  different  shades,  which  demand  is  impossible  to 
foresee.  For  instance,  if  a  large  stock  of  dyest\iff  was  not  carried,  we  might  have  a 
demand  for  a  shade  on  which  was  need  a  Swiss  and  a  domestic  color.  l)efore  the 
Swiss  color  could  he  imported  the  order  would  be  canceled.  In  this  way  the  use  of 
domestic  colors  will  be  restricted  by  the  lack  of  the  foreign  colors  with  which  they 
are  used. 

To  carry  such  a  large  stock  of  the  foreign  dyestuf!  as  would  be  necessary  in  our  case, 
would  be,  in  our  opinion,  a  most  unjust  buitlen. 

We  are  strongly  opposed,  therefore,  to  a  dyestuff  embargo  and  licensing  system, 
and  believe  that  the  necessary  protection  for  the  American  manufacturer  of  dyestuff 
can  be  given  by  means  of  the  tariff  rates  of  the  permanent  tariff  bill.    We  would  then 
be  able  to  buy  colors  as  we  needed  them. 
YourSk  truly, 

American  Pile  Fabric  Co., 
J.  A.  SoMMER,  SartUtry. 


Philadelphia,  Pa.,  JiUy27,  1921. 
Mr.  Gboboe  Demminq, 

NatioTuU  Association  of  Hosiery  and  Underwear  Manufacturers ^ 

Philadelphia,  Pa. 

Dear  Sir:  We  are  very  ^lad  to  note  that  the  House  of  Representatives  took  out  the 
license  feature  from  the  tariff  bill  they  passed  last  week,  and  trust  that  it  will  not  be 
reinserted  by  the  Senate. 

Our  buflineBS  caters  to  the  spinners  of  fast  color  yarns  for  men's  wear  and  sweaters,  and 
we  are  frequently  embarrassed  by  our  inability  to  supply  the  novelty  effects  in  fast 
colors,  which  our  customers  require  to  compete  with  imported  fabrics. 

With  much  trouble  and  delay  we  manag^  to  borrow  the  imported  fast  colors  re- 
quired to  produce  certain  shades,  but  we  do  not  like  to  see  our  business  depend  on 
mere  luck.  We  have  also  placed  orders  for  the  importation  of  certain  dyestuff s,  but 
we  shall  have  to  wait  six  or  eight  weeks  for  them,  and  when  they  reach  us  the  demand 
for  the  shades  in  which  we  expected  to  use  them  may  have  disappeared,  while  there 
may  be  an  insistent  demand  for  other  ^ades  which  we  can  not  dye  for  lack  of  the 
necessary  fast  colors. 

Since  the  war  the  availability  of  Swiss  dyjestuffs  has  been  a  very  important  factor 
in  our  business,  but  as  we  understand,  these  are  now  to  be  placed  under  the  same 
restrictions  as  the  German  colors^  we  shall  then  be  in  a  worse  position  to  accommodate 
our  customers  than  we  were  during  the  war. 
Yours,  very  truly, 

Janero  Dye  Works. 
John  Linton. 

« 

Frankford,  Piuladelpria,  July  27,  1921. 
Mr.  Geo.  Dehming, 

Care  National  Association  of  Hosiery  and  Underwear  Manufacturers, 

Philadelphia,  Pa. 

Dear  Sir:  Replying  to  your  suggestion,  would  say  that  we  are  dyers  of  cotton 
yams  and  warps  lor  the  trade.  We  do  not  know  from  day  to  day  what  orders  will  be 
received  or  what  colors  will  be  needed  for  our  customers,  which  number  upward  of 
200,  cover  various  lines  of  materials.  The  demand  to-day  is  for  fast  colors,  and  the 
trade  wants  these  at  lower  prices  than  we  have  had  in  the  past.  We  are,  of  necessity, 
compelled  to  import  many  of  these  fast  colors,  and  the  restrictions  and  delays  give  us 
more  trouble  than  anything  else.  Prices  are  high,  and  we  are  afraid  to  order  in  Quan- 
tity, and  it  is  almost  impossible  to  give  our  trade  the  service  to  which  they  have  oeen 
accustomed.  Often  the  demand  has  changed  before  a  needed  foreign  color  is  received . 
The  only  way  for  a  job  dyer  to  do  satisfactory  business,  both  to  himself  and  his  custom- 
ers, is  to  be  able  to  draw  any  color  which  he  may  need  from  stock  on  short  notice. 

We  thoroughly  believe  in  a  protective  tariff  and  feel  that  the  dye  manufacturers 
will  have  ample  protection  in  that  manner.  In  our  opinion,  the  dyestuff  market  is 
still  on  a  speculative  basis  and  the  only  thing  that  will  bring  it  back  to  earth  ia 
competition. 

The  Swiss  manufacturers  have  been  helping  us  out  with  supplies  of  certain  colors 
which  were  not  made  here,  but  the  embargo  and  license  restrictions  wil  1  exclude 
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them  the  same  as  all  other  foreign  dyes.    This  would,  therefore,  really  make  the 
Bituation  worse  than  it  is  at  present. 
Yours,  very  truly, 

Globe  Dye  Works  Co., 
By  Daniel  A.  Greenwood, 

President. 


FoLWELL  Bros.  &  Co.  (Inc.), 

Philadelphia,  June  20,  1921. 
Mr.  Georob  Demming,  Philadelphia,  Pa. 

Dear  Mr.  Demming:  Your  letter  received.  From  the  best  information  that  I 
have  had  I  looked  upon  the  Longworth  bill  as  simply  a  protective  tariff  on  dyestufifs 
and  chemicals  which  would  allow  our  manufacturere  here  to  make  dyestuffs  m  com- 
petition with  anv  other  country.  This  is  certainly  what  we  ought  to  have,  as  this 
country  has  all  the  raw  materials  to  manufacture  dyes. 

My  idea  of  a  protective  tariff  is  a  tariff  that  will  protect  and  give  encouragement 
to  make  the  gooas  in  this  country  and  let  competition  among  the  different  dye  manu- 
facturers bring  prices  down  to  a  reasonable  basis.  Protective  tariffs  in  the  past  have 
done  this  and  have  been  the  means  of  bringing  prices  down  much  lower  in  the  end 
than  they  could  be  imported  for. 

I  do  not  want  to  see  any  absolute  prohibitive  measures  passed,  and  if  I  am  wrong 
in  supporting  the  Longworth  bill  I  would  be  only  too  happy  to  be  corrected,  as  I  do 
not  believe  in  monopolies^  but  a  tariff  sufficient  to  encourage  domestic  manufac- 
turers, and  trust  to  competition  to  bring  down  prices  to  their  proper  basis. 

I  have  no  objection  to  you  using  this  letter,  for  if  I  have  indorsed  any  proposition 
different  from  the  above  1  want  to  be  corrected. 
Truly,  yours, 

N.  T.  FoLWELL,  President, 

PhlLADELPHLA,  Pa.,  Jultf  25,  1921. 

Mr.  George  Demming, 

Care  National  Association  of  Hosiery  and  Underwear  Manufacturers ^ 

Philadelphia. 

Dear  Sir:  Replying  to  your  inouiry,  would  say  that  for  the  high-grade  men's  wear 
which  we  dye,  as  well  as  for  other  fast-color  yarn,  it  is  absolutely  necessary  to  have  a 
number  of  imported  colors.  Many  we  have  been  able  to  get  on  a  license,  but  on 
others  the  license  was  refused.  The  trade  that  we  supply  demands  and  must  have 
colors  as  fast  and  as  level  dyeing  as  any  to  be  found  on  imported  cloths  and  must  have 
them  also  at  about  the  same  price  levels.  We  have  found  the  license  system  most 
objectionable  and  detrimental  to  our  business.  However,  the  absolute  necessity  of 
these  dyes  forces  us  to  put  up  with  the  delays  and  other  inconveniences,  even  at  the 
exnense  of  losing  some  customers. 

One  of  the  great  objections  we  find  is  that  the  license  system  compels  us  to  keep 
large  stocks  of  expensive  imported  colors  on  hand  so  we  can  at  least  make  an  effort 
to  meet  all  demands  upon  us.  Our  present  imported  stock,  which  is  not  nearly 
adequate  represents  an  investment  of  $40,000  which  is  four  times  as  much  in  value 
as  our  whole  prewar  stock  of  all  colors,  and  when  to  these  imported  colors  we  add 
the  value  of  our  stock  of  domestic  dyes  at  the  tremendous  increase  over  prewar 
figures  our  total  stock  reaches  an  appalling  figure.  Our  trade  is  cutting  costs  in  all 
directions  in  order  to  meet  the  foreign  competition  and  they  naturally  demand  cor- 
responding reductions  in  the  cost  of  dyeing  prices  which  we  find  impossible  largely 
because  of  the  high  prices  of  dyestuffs.  In  our  dyeing  we  have  to  meet  all  competi- 
tion both  foreign  and  domestic,  and  we  think  it  is  about  time  the  dyestuff  makers 
should  meet  some,  too. 

They  have  had  six  years  of  high  prices  and  license  and  now  ought  to  be  able  to 
stand  alone. 

Yours,  very  truly, 

HuLTON  Dyeing  Ck>., 
James  Hulton,  Jr. 

Philadelphia,  Pa.,  August  2,  1922, 
Hon.  Boies  Penrose, 

Chairman  Finance  Committee,  United  States  Senate. 

Dear  Senator:  Referring  to  the  proposed  enactment  of  the  new  tariff  bill,  and 
as  proposed  by  some,  we  would  state  that  we  are  opposed  to  continuing  the  licensing 
and  embargo  feature  so  far  as  dyestuffs  are  concerned. 
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Our  experience  is  that  the  time  consumed,  expense  incurred,  and  uncertainty  of 
procuring  colors  when  we  are  in  immediate  need  of  them  makes  this  feature  of  the 
dyestuffs  part  of  the  bill  objectionable. 
Yours,  truly, 

John  Bromley  <fe  Sons  (Inc.). 

New  York,  N.  Y.,  July  28,  1921. 
Senate  Finance  Committee, 

United  States  Senate,  Washington,  D.  C. 

Gentlemen:  We  understand  that  immediate  consideration  is  to  be  given  to  the 
proposition  to  throw  out  the  licensing  system  and  embargo  on  imported  dyestu£ts. 

We  wish  to  go  on  record  as  emphasizing  the  importance  of  this  move.  We  have  in 
mind  one  instance  of  the  application  for  license  to  import  certain  material  not  made 
here,  and  although  actual  orders  had  been  booked  for  the  disposal  of  the  finished 
product  made  from  this  raw  material,  it  was  over  two  months  before  we 'were  in 
possession  of  the  raw  materials  themselves. 

This  sort  of  thing  can  have  no  other  effect  but  a  stifling  of  business  along  the  lines 
above  mentioned,  and  we  believe  that  our  citation  is  but  one  of  thousands  of  others 
along  similar  lines. 

We  therefore  trust  that  the  contemplated  action  of  eliminating  the  embaigo  and 
licensing  feature  from  the  tariff  bill  will  be  given  the  most  favorable  consideration. 
Yours,  very  truly, 

Paul  Uhlich  &  Co.  (Inc.). 

Lowell,  Mass.,  July  28,  1921. 
Hon.  Boies  Penrose, 

Chairman  Finemce  Commiuee,  Washington,  D.  C. 

Dear  Sir:  I  want  to  call  your  attention  to  the  dyes  section  of  the  permanent  tariff 
bill. 

I  protest  against  the  embaigo  and  license  feature  that  was  eliminated  in  the  House 
and  which,  as  I  have  heard,  the  dye  manufacturers  want  reinstated  by  the  Senate. 
Briefly  my  objections  are: 

1.  I  can  not  tell  what  colors  I  am  going  to  need  two  months  hence.  I  have  to  finish 
cloth  for  the  trade  on  short  notice. 

2.  I  want  to  use  the  best  colors,  no  odds  where  produced,  for  my  competition  will 
force  me  to  this. 

3.  The  financing  of  "the  importation  of  dyes  should  be  borne  by  the  importers  and 
not  the  consumer.  Six  months'  supply  of  color  purchased  for  one  run  of  goods  would 
not  fit  another  and  different  sort  of  goods,  and  six  months'  stock  of  colors  will  run  into 
considerable  money. 

4.  No  other  industry  ever  grew  strong  in  this  countrv  except  by  the  usual  tariff 
protection.  The  rates  of  duty  now  left  in  the  bill  must  be  plenty  protection.  Aliza- 
rin red,  prewar  price  of  15  cents,  will  be  assessed  35  per  cent,  or  5^  cents  plus  7  cents 
per  pound,  or,  in  other  words,  12 J  cents  duty  on  a  15-cent  color. 

I  notice  some  of  the  colors  made  here  are  sold  in  Canada  at  95  cents,  and  the  price 
on  this  side  of  the  line  is  $2.  In  other  words,  I  am  put  to  a  11.05  disadvantage  by  the 
same  manufacturers  of  color  that  want  to  shut  all  foreign  competition  off  and  Iceep  our 
prices  high  enough  so  that  they  can  market  their  colors  abroad  at  prices  whicn  are 
denied  the  consumers  here. 

I  can  see  that  the  color  industry  may  need  protection,  but  license  and  embaigo  are 
all  wrong;  tariff  rates  should  not  be  higher  than  the  difference  in  labor  and  costs  would 
indicate  were  necessary  for  a  flourishing  business;  surely  the  domestic  color  men  do 
not  need  a  monopoly  to  keep  them  in  business. 

I  sincerely  hope  your  committee  will  see  to  it  that  the  license  and  embaigo  are 
kept  out  of  the  permanent  tariff  bill. 
Youre,  very  truly, 

Lowell  Dye  Works, 
F.  V.  Hanson.  Treasurer. 


correspondence  relating  to  importation  of  dyes. 

Treasury  Department, 
Division  of  Customs,  Dye  and  Chemical  SEcnoN, 

August  1, 1921. 
Mbbrimack  Manufacturing  Co.,  Lowell,  Mass. 

Gentlemen:  Please  be  advised  that  the  application  of  I.  Levinstein  &  Co.,  Boston, 
Mass.,  for  a  license  for  the  importation  of  500  pounds  of  Dianol  fast  red  K  dyes  can 
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not  receive  approval,  production  reports  indicating  that  the  identical  color  is  beimr 
successfully  produced  for  commerciaJ  sale  on  reasonable  terms  by  the  National  Aniline 
dr  Chemical  Co.,  21  Burling  Slip,  New  York  City. 

If  on  test  you  find  the  domestic  product  unsatisfactory  for  your  manufacture,  a 
further  statement  may  be  made  to  this  section  in  confomuty  with  the  provisions  set 
forth  in  clause  D,  paragraph  7,  of  the  attached  T.  D.  38716.    A  copy  of  this  letter 
has  this  day  been  mailed  to  I.  Levinstein  &  Co.  for  their  information. 
Very  truly,  yours, 

T.  S.  Dickson, 
Ait^istant  Chief  of  Division  of  (\iMoms. 


Treasury  Department. 
Division  op  Customs,  Dye  and  Chemical  Section, 

July  16,  192  J. 
Slatersville  Finishing  Co.,  Slatersville^  R.  I. 

Gentlemen:  Please  be  advised  that  the  application  of  I.  Levinstein  &  Co.,  Boston, 
Mass.,  for  permission  to  import  500  pounds  of  Dianol  fast  red  K  for  use  in  your  manu- 
facture can  not  receive  approval,  production  reports  indicating  that  a  similar  dye 
is  beinff  succe^ully  produced  on  reasonable  terms  b v  the  National  Aniline  &  Chemical 
Co.,  21  Burlinp  Slip,  New  York,  N.  Y. 

If  on  test  you  find  the  domestic  product  unsatisfactory  for  your  manufacture,  a 
further  statement  may  be  made  in  this  section  in  conformity  with  the  provisions  in 
clause  D,  paragraph  7,  of  the  rules,  a  copy  of  which  is  inclosed.     A  copy  of  this  letter 
has  this  day  been  mailed  to  I.  Levinstein  &  Co.  for  their  information. 
Very  truly,  yours, 

T.  S.  Dickson, 
Asalstant  Chief  Division  of  Custoins^  in  (Charge  of  Dye  and  Chemical  Serti€yn. 


Treasury  Department, 
Division  of  Customs,  Dye  and  Chemical  Section, 

July^l,  19il. 
Slatersville  Finishing  Co.,  Slatersville,  R.  I. 

Gentlemen:  Referring  to  the  letter  from  the  dye  and  chemical  section,  dated 
July  16. 1921 ,  disapproving  your  application  for  permission  to  import  Dianol  fast  red  K 
dyes,  please  be  achdsed  that  this  section  is  in  receipt  of  additional  information  indi- 
cating that  the  domestic  product  is  not  suitable  for  your  particular  manufacture,  and 
accordingly  license  209957  has  this  day  been  granted  and  mailed  to  I.  Levinstein  & 
Co. ,  Boston,  Mass. ,  for  the  importation  of  500  pounds  of  the  foreign  material  for  your  use. 
Very  truly,  yours, 

Dye  avo  ('hemical  Section. 


brief   of   the   ABERFOYLE    manufacturing   CO.,  CHESTER,  PA. 

Chester,  Fa.,  August  J,  19il. 
Hon.  Boies  Penrose, 

Chairman  Senate  Finance  Committee,  Washington,  D.  C. 

Dear  Sir:  I  am  taking  the  liberty  of  inclosing  a  statement  which  1  have  had  pre- 
pared, and  which  I  hoped  to  make  before  your  committee. 

As  I  understand  the  time  is  limited,  I  am  sending  it  in  the  hope  that  you  may  find 
it  of  interest. 

Very  truly,  yours, 

Aberfoyle  Manufacturing  Co., 
W.  T.  Galey,  Jr.,  Secretary. 

Mr.  Chairman  and  Gentlemen  of  the  Committee:  I  want,-  first  of  all,  to  express 
my  very  deep  appreciation  of  the  opportunity  you  have  given  me  of  appearing  here 
before  you.  Although,  in  what  I  snail  have  to  say,  I  am  expressing  only  my  own 
opinions  and  representing  only  my  own  concern,  I  believe  that  I  reflei't  the  views  of  a 
great  majority  of  those  who  are  engaged  in  the  same  industiy'-  1  am  a  textile  manu- 
facturer and  a  large  user  of  dyes.     Therefore,  I  appear  here  in  the  rOIe  of  a  consumer. 
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For  a  ready  and  adequate  supply  of  dyes,  in  fast  colors  and  at  fair  prices,  is  an  abso- 
lute necessity  to  the  successful  conduct  of  my  business. 

Also,  I  am  a  stanch  protec*tionist.  I  believe  in  protection  not  only  for  mv  own 
industry,  but  for  every  other  essential  American  industry  which  is  confronted  with 
foreig^n  competition  in  the  home  market.  But  I  am  a  believer  in  protection  by  tariff. 
I  hold  that  view  because  of  the  absolute,  irrefutable,  and  wholly  tangible  proofs  that 
everywhere  we  have  before  us,  showing  that  adequate  tariff  duties  have  been  sufficient 
to  protect,  foster,  encourage,  and  expand  every  key  industry  that  we  have  in  this  coun- 
try, no  matter  how  long  e.'^tablished  or  formidable  the  foreign  competition  against 
which  they  had  to  contend;  and  because  of  the  further  fact  that  no  convincing  proofs 
have  been  offered,  either  here  or  before  the  lower  House,  that  the  present  rates  incor- 
porated in  schedule  1  of  the  present  tariff  bill  will  not  of  themselves  give  to  the  Ameri- 
can dye  industry  not  only  ample  but  unprecedented  protection  against  all  foreign 
competition,  from  whatever  source.  In  brief,  I  believe  that  every  Ameri<'an  indu-try 
that  is  properly  conducted,  at  fair  and  reasonable  profits,  not  only  ought  to  be,  but 
can  be,  fully  protected  by  tariff  duties. 

Therefore  as  a  large  user  of  dves  who  seeks  mere  justice;  and  as  a  staunc  h  protec- 
tionist attempting  to  prevent  either  an  abandonment  or  abuse  of  that  principle  which, 
with  few  and  brief  interniptions,  the  people  of  this  country  have  supported  for  a  hun- 
dred y^esLTs  as  a  regulator,  but  not  a  destroyer  of  competition,  I  am  here  in  imalterable 
opposition  to  any  embargo  upon  dyes,  such  as  the  House  recently  eliminated  from 
schedule  1  of  the  present  tariff  bill,  and  which  the  domestic  dye  manufacturers  now 
are  asking  you  to  reinstate  therein. 

I  am,  however,  fully  aware  of  the  spirit  of  justice  in  which  this  committee  will  weigh 
the  respective  contentions  advanced  in  this  case;  and  that  to  facilitate  its  conclusions 
it  will  desire  reasons  and  facts,  rather  than  mere  petitions  or  opinions.  As  briefly, 
therefore,  aa  the  great  scope  of  this  question  and  my  .limited  abilities  will  permit,  I 
shall  endeavor  <'learly  and  concisely  to  show: 

(1)  That  any  arbitrary  regulation  or  restriction  of  dye  imports  would  be  monopolistic 
in  its  tendency  and  would  impose  drastic  and  even  destructive  hardships  upon  the 
domestic  textile  industry. 

(2)  That  this  hardship,  inevitably  taking  the  form  of  increafed  pric  es  ever  which 
the  textil  manufacturer  would  have  no  control,  and  affecting  practic  ally  every  garment 
of  wearing  appearel,  would  extend  to  every  family,  rich  and  poor,  thus  liOt  only 
inflicting  a  grave  and  unnecesearv  injustice  upon  the  people  at  large,  1  ut  nerving 
entirely  to  defeat  the  Republican  l^arty's  recent  campaign  i^lodge  of  a  jjcncral  rediic  • 
tion  of  lixdng  coats. 

(3)  That  by  reason  either  of  the  lack  of  durable  dyes  to  be  had  here,  or  the  price 
at  which,  under  noncompetitive  conditions,  they  would  have  to  be  purchased,  or 
both,  the  domestic  manufacturer  of  finished  or  partly  finished  textiles  would  be 
placed  at  an  unfair  and  whoUv  unwarranted  disadvantage,  both  as  to  quality  and 
price  of  his  product,  in  competition  with  the  foreign  manufacturer  of  similar  goods, 
to  the  infinite  damage  of  one  of  the  largest  and  most  essential  industries  in  this  country. 

(4)  That  the  rate  of  tariff  duties  already  providerl  in  ttie  dye  schedule  of  this  bill 
gives  thatindustry  far  more  than  ample  protection,  and  that  under  no  just  interpretation 
of  the  facts  can  the  preservation  and  expansion  of  tlat  industry  be  held  to  requiro 
such  unprecedented  legislation  as  is  here  proposed  in  a  complete,  or  even  partial, 
arbitrary  exclusion  of  competitive  products. 

To  revert  now  to  the  first  of  the  findings  which  I  hope  to  show,  I  want  to  state  tbal 
I  spoke  advisedly  when  I  said  that  any  arbitrary  regulation  or  restriction  of  dve 
imports  would  be  monopolistic  in  ita  tendency.  I  call  your  attention,  first,  to  the 
fact  that  all  the  evidence  justifies  the  conclusion  that  this  whole  campaign  for  a  dye 
embargo  has  been,  and  is  being,  financed  by  a  very  few  of  the  largest  and  most 
powerful  of  the  domestic  dye  manufacturers.  Upon  this  point,  I  take  it,  there  is  no 
dispute.  It  is  true  that  some  of  the  smaller  concerns  ^failing,  I  believe,  to  see  the 
real  iiignificance  of  this  legislative  proposal)  have  added  their  voices  to  the  petition. 
But  I  call  Your  attention,  second,  to  tne  fact  that  the  rates  in  this  new  bill  of  30  per 
cent  ad  valorem  ^American  valuation)  and  7  cents  a  pound  s|>ecific  upon  interme- 
diates are  themselves  practically  prohibitive.  And  I  want  to  recall  to  your  minds 
third,  the  further  ana  corelated  and  highly  significant  fact  that  according  to  the 
Tariff  Commission's  report  there  are  only  throe  or  four  of  the  larger  dye  manufacturers 
in  this  country  who  produce  a  full  line  of  the  needed  intermediates. 

Does  anyone  for  a  moment  doubt  that  with  the  exclusion  of  all  competitive  dye 
imports,  and  prohibitive  duties  upon  intermediates  whose  manufacture  in  this 
country  is  confined  to  three  or  four  of  the  larger  dye  producers,  we  would  wait  long  to 
see  a  speedy  and  complete  elimination  of  the  small  and  helpless  independent,  and  a 
Quick  perfecting  of  the  close  monopoly  of  the  domestic  market,  which  must  be  what 
tne  financial  backers  of  this  proposed  legislation  seek?    The  smaller  dye  manufacturers 
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may  be  joined  with  the  laiiger  ones  now  in  asking  this  embai]^o,  but  I  thoroughly 
beheve  that  if  they  would  clearly  see  its  inevitable  effect  of  placing  them  between  the 
inflated  prices  wliich,  upon  the' one  hand,  they  would  have  to  charsre  as  a  result  of 
exorbitant  duties  upon  necessary  intermediates,  and  the  equally  high  prices  which, 
upon  the  other,  they  would  have  to  charge,  as  a  result  of  purcnasing  their  intermediate 
from  the  few  domestic  manufacturers  controlling  that  production,  they  would  be 
among  the  bitterest  opponents  of  this  proposal.  For  the  coupling  of  an'embarsp  on 
competitive  dyes  with  the  proposed  ad  valorem  and  specific  duties  on  intermediates 
would  be  nothing  less  than  presenting  to  the  highly  financed  and  powerfully  organized 
few  a  two-way  lever  with  which  to  crush  the  smaller  independent*;  and  create  an 
undisputed  monopoly  of  the  American  market. 

To  take  up  the  second  phase  of  my  first  proposition,  namely,  that  such  a  condition — 
that  any  arbitrary  regulation  or  restriction  of  dye  imports — ^would  impose  drastic, 
and  even  destructive,  hardships  upon  the  domestic  textile  industry,  I  shall  not,  at 
thiB  time,  go  into  the  subject  of  what  we  textile  men  regard  as  the  utter  inadequacies 
of  many,  if  not  all,  of  the  rates  of  duty  provided  in  this  bill  for  textile  manufacturers. 
Suffice  it  to  say  here  that  even  adequate  duties  are  based  entirely  upon  the  difference 
in  production  costs,  here  and  abroad.  Suppose,  then,  that  in  the  wise  judgment  of 
this  committee,  later  indorsed  by  the  Senate  and  concurred  in  by  the  House,  the  tex- 
tile duties  in  this  bill  should  be  made  adequate,  according  to  all  present  conditions 
and  the  normal  considerations  which  guide  the  drafting  of  tariff  rates.  Gould  such 
rates  have  any  stability,  or  effective  protection,  if  the  production  costs  of  the  domestic 
textile  manufacturer  are  to  be  made  subject,  not  to  declining  prices,  but  to  inevitable 
rising  prices,  upon  an  indispensable  ingredient  which  has  been  afforded  a  price 
range  uncontrolled  by  any  foreign  competition,  or  any  law  of  economics? 

It  is  a  fact  too  well  known  to  you  gentlemen  for  me  to  have  to  stress  it  here,  that 

there  is  no  such  thing  as  "partial  protection."    And  I  say  to  you  frankly  that  I  fail 

.to  see  how  such  an  utter  inconsistency  could  be  defended.    To  paraphrase  a  great 

American,  we  can  not  have  in  this  country  an  economic  system  part  tariff  and  part 

embargo. 

It  is  my  understanding  that  others  who  are  to  appear  here,  either  before  or  after  me, 
will  submit  in  detail  the  statistical,  protective,  and  price  aata  to  show  not  only  the 
unwarranted  burdens  that  this  proposed  embargo  would  impose,  but  also  the  absolute 
lack  of  any  necessity  for  it  as  a  means  of  protecting  and  fostering  an  American  dye 
industry.  Proofs,  however,  are  not  lacking  to  support  my  second  proposition,  namely, 
that  these  hardships,  inevitably  taking  the  form  of  increased  pnces  over  which  the 
textile  manufacturer  would  have  no  control,  and  affecting  practically  every  garment 
of  wearing  apparel ,  would  extend  to  every  family,  rich  and  poor.  Published  statements, 
which  the  aa  vocates  of  this  proposal  have  not  been  able  to  deny,  show  that  on  the  very 
same  domestic  dyes  that  were  made  and  sold  in  this  country  prior  to  the  war  at  less 
than  the  imported  competing  dye  could  be  sold  here,  the  prices  under  the  war-time  and 
since-continuing  embargo  have  advanced  from  250  per  cent  to  444  per  cent;  while  the 
domestic  duplicates  of  colors  imported  before  the  war,  but  which  since  have  not  been 
permitted,  are  as  much  as  1,125  per  cent  higher  in  price  than  the  prewar  imported 
product.  Need  anything  more  specific  be  offered  in  support  of  the  statement  that 
wholly  unnecessary  and  unwairanted  price  advances  are  the  inevitable  corollary  of 
the  arbitrary  exclusion  of  competition?  Or  that  embargo  places  a  direct  tax  upon 
other  industries  and  the  people  at  large  on  behalf  of  special  privilege  for  a  single 
industry? 

But  if,  as  already  has  been  indicated — and  here  I  come  to  the  third  of  my  propo- 
sitions— the  effect  of  a  dye  embargo  would  be  to  give  to  the  foreign  textile  inanunc- 
turers  an  unfair  price  advantage  over  the  domestic  producer,  right  in  the  American 
market,  it  would  also,  and  just  as  inevitably  give  to  the  foreign  manufacturer  who  has 
access  to  fast  foreign  dyes  whose  durabilitv  has  not  yet  been  duplicated  here,  an 
equally  unfair  advantage  in  quality  of  product.  For,  practically  without  regard  to 
the  fastness  of  the  dye,  the  domestic  mill  would  be  restricted  to  the  American  proddct; 
and  the  American  product,  mind  you,  would  face  no  foreign  competition  to  compeuan 
improvement  in  its  ouality.  To  this  merely  may  be  added  that  in  all  textiles  quality 
as  well  as  price,  ana  in  many  of  them  quality  more  than  price  (where  proportional 
difference  is  not  extreme)  determine  the  acceptance  or  rejection  of  the  product  by  the 
buying  public.  Can  this  Congreas  thus  injure  or  jeopardize  one  of  the  foremost  key 
industries  of  this  Nation,  upon  which  hunareds  of  thousands  of  our  men  and  women 
depend  for  their  livelihood? 

I  think  when  all  the  facts  are  analyzed  my  third  proposition  must  be  admitted; 
that  by  reason  either  of  the  lack  of  durable  dyes  to  be  had  here,  or  the  price  at  which, 
under  noncompetitive  conditions,  they  would  have  to  be  purchased,  or  both,  the 
domestic  manufacturer  of  finished  or  partly  finished  textiles  would  be  placed  at 
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unfair  and  wholly  unwarranted  disadvantage^  both  as  to  quality  and  price  of  his 

Sroduct,  in  competition  with  the  foreign  manufacturer  of  sipoilar  goods,  to  the  infinite 
amage  of  one  of  ^e  largest  and  most  essential  industries  in  this  country. 

To  come  now  to  my  fourth  and  final  proposition,  namely,  that  the  rate  of  tariff 
duties  already  provided  in  the  dye  scheaule  of  this  bill  give  that  industry  far  more 
tlum  ample  protection,  and  that  under  no  just  interpretation  of  the  facts  can  the 
preservation  and  expansion  of  that  industry  be  held  to  require  such  unprecedented 
f^^gislation  as  is  here  proposed  in  a  complete,  or  even  partial,  arbitrary  exclusion  of 
competitive  products,  I  again  refer  to  published  statements  which  the  advocates  of 
this  proposal  nave  been  unable  to  deny.  As  I  have  already  said,  it  is  my  understand- 
ing tnat  these  facts  will  be  presented  by  other  witnesses  in  detailed  or  tabular  form . 
I  SoaM,  therefore,  merely  summarize  here. 

What  I  am  stating  to  you  now  is  the  percentage  which  tariff  protection  alone,  as 
afforded  by  the  rates  of  this  proposed  bill,  mil  l^r  to  the  total  selling  price  of  the 
same  product  before  the  war. 

On  orange  II  the  tariff  protection  at  American  valuation  will  be  190  per  cent  of 
the  whole  selling  price  in  1913;  nigrosine,  116  per  cent:  direct  black,  194  per  cent; 
Zambesi  black  Y,  256  per  cent;  indigo,  312  per  cent;  wool  green  S,  373  per  cent; 
rhodamine  B  extra,  402  per  cent. 

In  the  ^ce  of  irrefutable  facts  such  as  these  it  is  mere  dogma  to  declare  that  no 
tariff  will  protect  the  domestic  dye  industry.  In  this  bill  in  its  present  form  the 
American  aye  manufacturers  have  a  protection  which  is  almost  prohibitive  of  imports, 
and  doubtless  will  be  quite  prohibitive,  so  far  as  many  colors  are  concerned.  The 
American  dye  manufacturers  can  not,  with  any  sense  of  justice,  fairness,  or  equity, 
ask  any  greater  protection  than  the  bill  before  you  will  afford  them,  and  it  is  my 
hope  and  belief  tnat  in  view  of  all  the  facts  Senator  Moses  will  withdraw  his  proposed 
amendment,  the  substitute  rates  in  which  would  act  as  a  virtual  embargo. 

The  domestic  dye  industry  already  has  enjoyed  an  interrupted  seven-year  period  of 
embaroo,  and  under  that  unprecedented  protection  it  has  grown  to  vast  size.  It  is 
backed  by  great  wealth,  has  at  its  disposal  unlimited  natural  resources,  and  is  now 
producing  most  of  the  dyes  that  are  made  abroad.  The  bill  before  you  gives  to  dye 
manufocturers  a  greater  protection  than  any  other  American  industry  ever  has  en- 
joyed, and  it  can  not  any  long^er  be  contended  that  this  industry  is  in  any  serious 
jeopardy  from  foreign  competition.  I  have  nothing  but  contempt  for  those  who,  for 
their  own  especial  advantage,  would  commercialize  patriotism;  and  the  plea  that  an 
embai]^  is  a  necessity  to  tluit  further  development  of  the  dye  industry  which  would 
make  it  equal  to  the  nation's  war  needs  as  a  pM^rt  of  national  defense,  already  has  been 
so  thorougnly  exploded  that  I  hardly  think  it  necessarv  to  touch  further  upon  it  here. 

I  desire  only  to  say  in  conclusion,  gentlemen,  that  the  whole  present  tendency  and 
desire  of  the  American  people  is  for  an  abandonment  of  the  costly  artificialities  of  war, 
of  which  this  embargo  is  one;  and  for  a  deflation  of  all  living  costs  to  a  minimum  con- 
sistent with  our  industrial  welfare  and  prosperity.  I  ask  you,  therefore,  to  defeat 
this  special-privilege  proposal  which  would  foster  monopoly,  place  intolerable  burdens 
upon  the  domeptic  textile  industry,  and  add  to  the  cost  of  living  of  every  Am**ripati 
tenily. 

I  thank  you  for  the  time  you  have  given  me. 


[From  the  Textile  Colorist,  June,  1921. J 
COMMUNICATION    RELATING  TO  THE   DYE8TUFF  TARIFF   BILL. 

Lowell,  Mass,  ^fay  11  ^  1921. 
To  the  Editor  of  the  Textile  Colorist: 

I  have  been  much  interested  in  reading  the  discussion  on  the  dye  license  and 
embargo  bill  which  has  been  running  in  your  paper,  and  want  to  say  at  the  outset 
that  I  am  thoroughly  opposed  to  anv  such  scheme. 

I  am  only  a  comparatively  small  consumer  of  dyestuffs  and  chemicals,  and  can 
not  help  but  feel  that  my  difficulties  are  typical  of  hundreds  of  others  in  the  same 
position,  and  that  some  one  should  tell  our  troubles  also.  First,  under  the  present 
working  of  this  sytsem,  comes  the  question  of  cash;  if  I  am  to  secure  the  benefits  of 
the  low-priced  German  dyes  distributed  by  the  Textile  Alliance,  much  lower  than  I 
can  get  from  the  importers,  I  must  put  up  the  money  with  my  order,  or  arrange  a 
banker's  credit — this  may]  be  easy  enough  for  large  and  well  established  companies  with 
ample  credit,  but  is  a  serious  obstacle  for  me,  if  not  altogether  impossible. 
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Suppose  I  place  an  order  and  am  able  to  finance  the  payment  as  required,  by  the 
time  the  goodvS  are  delivered  the  call  for  these  articles  is  quite  likely  gone,  and  I  have 
my  money  tied  up  in  dead  stock,  instead  of  available  to  buy  other  colors  which  may 
be  running;  and  worse  still,  by  the  time  the  demand  for  these  colors  for  which  I  have 
paid  comes  in  again,  the  prices  may  have  dropped  materially  and  I  face  a  further 
loss.  If  I  could  buy  from  the  importer  and  he  could  deliver  to  me  fn>m  stock,  he 
would  carry  the  burden  and  I  could  afford  to  pay  some  premium,  because  I  would 
only  buy  enough  for  my  immediate  needs.  A  small  consumer  like  myself  lives  on 
more  or  less  specialty  business;  we  can't  compete  on  the  big  staple  lines,  but  must 
make  shades  that  follow  the  styles  closely,  changing  at  a  moment's  notice,  making 
the  odd  and  troublesome  things  that  the  bi^  concern  doesn't  want  to  bother  with — 
all  this  calls  for  dyes  of  various  odd  properties,  very  often  just  the  ones  that  I  need 
most  are  not  procura>)le  here  and  must  be  imported  and  I  am  continually  in  hot 
water.  I  wonder  if  anyone  realizes  that  our  domestic  manufainurers,  with  all  Uie 
progress  they  have  made,  are  only  trying  to  catr'h  up  with  the  situation  as  it  was  before 
the  war:  no  doubt  we  were  spoiled  by  the  many  new  products  and  conveniences  they 
afforded,  but  we  had  become  used  to  having  a  dye  suitable  for  nearly  every  puqwse, 
and  we  miss  them  more  now  because  we  once  had  them  available. 

This  license  system  has  so  often  been  spoken  of  as  working  smootJily  and  quickl  v 
and  satisfactorily,  but  1  am  sure  those  who  have  had  any  experience  with  it  will  af;re« 
that  it  is  a  serious  stumblingblock  to  normal  business,  keeps  up  our  costs  and  delays 
deliveries,  besides  often  losing  us  orders,  and  only  tends  to  help  the  man  who  can 
afford  to  lay  in  and  carrv  a  large  stock.  Maybe  again  because  I  am  a  small  consumer 
I  hear  more  of  mv  dyer's  complaints  and  troubles.  The  public  knows  nothing  of  the 
boss  dyer's  troubles,  the  substitutions  he  is  continually  making,  using  colors  tor  pur- 
poses for  which  they  are  not  adapted  because  the  ones  he  wants  are  so  hard  to  get  or 
not  there  when  needed;  and,  of  course,  the  product  suffers  in  some  respect;  the  dye 
may  be  fast  to  storing,  by  that  I  mean  the  color  may  fade  after  it  is  dyed,  just  lyibg 
in  the  box  not  exposed  to  air  or  sunlight,  and  if  he  is  called  upon  to  make  that  shaide  a 
month  later  the  standard  sample  he  matches  to  has  changed,  and  of  course  the  lot  he 
then  dyes  is  off  shade.  This  is  not  a  common  trouble  but  oft<»n  happens,  especially 
with  direct  browns  and  oranges,  and  upsets  the  whole  routine.  Many  of  the  de^ 
signs  and  patterns  made  by  our  customers  were  based  on  the  peculiar  properties  of 
certain  dyestuffs,  and  it  takes  endless  scheming  and  conniving  to  overcome  their 
lack,  if  indeed  it  can  be  done  at  all.  One  could  almost  ^nnte  a  book  on  the  boss  dver's 
troubles  and  yet  he  is  the  man  who  actually  uses  the  colors  and  who  really  shoutd  be 
considered  first  of  all;  he  works  in  a  stuffy  dyehouse,  full  of  steam  and  wet,  while 
some  one  else  tells  him  what  dyes  he  can  and  can  not  have.  If  those  who  make  and 
administer  the  laws  could  only  have  the  dyer's  job  for  a  few  weeks  we  would  have  a 
different  story. 

Of  cour^  I  am  patriotic  and  want  to  use  domestic  colore  but  when  I  run  into  these 
difficulties  and  think  they  are  placed  there  for  the  benefit  of  the  manufacturer  of  dycjs, 
and  that  he  is  primarily  to  blame  for  these  restrictions,  enthusiasm  for  the  domestic 
dye  maker  who  has  caused  me  so  much  trouble  grows  cool.  Normally  I  only  want  to 
be  able  to  obtain  freely  and  promptly  those  things  which  I  can  not  obtain  from  the 
domestic  maker,  but  if  I  am  placed  permanently  at  the  di^d  vantage  now  experienced 
in  getting  such  dyes  in  relatively  small,  but  exceedingly  important  quantities,  I  will 
naturally  feel  too  resentful  to  be  longer  interested  in  those  domestic  dyes  which  other- 
wise I  w'ould  gladly  use  by  preference.  I  want,  and  tr^^  to  give  the  domestic  manu- 
facturer the  preference,  and  it  seems  very  foolish  on  his  part  as  the  bulk  business  is  his 
already,  that  he  should  hinder  and  annoy  us  with  this  embargo,  doesn't  he  realize 
that  by  continually  forcing  one's  attention  to  the  things  he  can't  get  that  he  only  makes 
them  more  desirable;  in  reality  advertises  the  imported  goods  indirectly?  It  seems  to 
me  that  as  these  colore  that  are  used  in  large  quantities  are  made  here  now,  it  will  be 
impossible  to  import  them  again,  if  given  a  reasonable  tariff  protection,  and  surely  the 
plant  for  making  them  is  sufficient  nucleus  for  all  the  poison  gas  and  explosives  we 
will  ever  need. 

IIow  many  consumere  have  stopped  to  think  how  current  prices  \Tiry  and  upset 
one's  whole  routine — for  instance,  before  the  war  prices  were  fairly  stable,  the  variation 
was  almost  always  down,  then  came  the  war  and  dyeing  soon  jumped  back  40  years; 
then  came  the  anilines  again  and  the  dyer  made  up  nis  combination  shades  from 
available  colore.  lie  soon  finds  one  combination  is  cheapest  and  best  for  browns, 
another  for  navy,  another  for  greens,  etc.,  then  along  comes  a  new  color  and  he  changes 
his  combination  to  use  the  newer  and  better  product,  or  another  color  drops  in  price. 
Consequently  it  is  cheaper  than  the  old  combination  *and  another  change  is  made,  or 
a^in  1  am  successful  in  importing  some  favorite  color,  still  another  change  in  combina- 
tion,  or  possibly  some  color  I  am  using  is  no  longer  made  or  the  maker  is  oversold,  or 
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if  of  Swiss  manufacture,  I  must  wait  for  a  fresh  shipment.  Then  follows  another 
change,  and  so  on  until  the  boss  dyer  is  nearly  crazy;  and  every  change  in  dyestuff 
means  a  change  in  the  material  dyed.  For  instance,  a  brown  dyed  with  blue,  red,  and 
yellow  will  look  different  under  gaslight  from  one  dyed  with  green,  red,  and  yellow, 
and  will  vary  in  different  lights.  You  may  get  a  match  in  the  north  light  that  looke 
miles  off  in  another  light. 

Imagine  the  trouble  if  part  of  the  different  dyeings  get  in  the  same  piece  of  goods. 
To-day  it  is  cheaper  and  better  to  use  blue,  next  week  it  may  be  cheaper  and  faster 
to  use  green,  so  if  I  am  to  turn  out  the  best  work,  and  make  a  profit,  I  must  make 
these  changes.  Can  anyone  blame  the  dyer  if  he  is  peevish  when  nis  license  is  refused 
or  he  is  compelled,  for  other  reasons  to  worry  along  with  products  not  adapted  to  the 
purpose?  Tnese  are  not  exaggerated  conditions,  but  are  typical  of  what  faces  nowa- 
days, especially  the  smaller  consumers  working  close  and  on  a  small  capital.  Suppose 
I  get  an  imported  sample  to  duplicate  and  I  have  not  ^t  the  colors,  even  a  large  mill 
can  not  carry  them  all — ^that  is  the  importer's  business — ^what  happens?  If  my 
customers  can  not  wait  until  I  can  import  tne  colors,  or  if  I  can  not  finance  the  importa- 
tion at  that  time,  or  if  I  am  refused  a  license,  I  lose  the  business,  and  the  work  goes 
to  some  one  else  or  the  finished  goods  are  a^n  imported.  It  really  seems  to  me  that 
if  the  imports  of  dyes  are  to  be  licensed,  imports  of  finished  goods  should  also  be 
licensed — ^it  doesn't  seem  fair  that  the  consumer  of  dyes  should  have  all  the  trouble 
and  carry  the  burden. 

Lowell  Dte  Works, 
F.  V.  Hanson,  Treaxturer. 


(.\dvancc  proof  of  an  article  prepared  for  the  July  (1921)  issue  of  the  Knit  Goods  Bulletin,  issued  by  ttic 

Nationiu  Association  of  Hosier\'  and  Underwear  Manufacturers.] 

ANALYSIS  OP  THE  PROPOSED  DTE  AND  CHEMICAL  SCHEDULE. 

The  consumer  of  dyestuffs,  to  carry  on  his  business  in  an  eflScient  maimer,  must  be 
able  to  provide  himself  with  the  dyestuffs  which  he  needs  readily  and  at  all  times, 
as  his  requirements  present  themselves.  He  must  have  at  his  command  any  ana 
every  dyestuff  that  is  manufactured  in  any  part  of  the  world  and  be  in  a  poedtion 
to  promptly  utilize  any  new  color  that  may  be  brought  out  anywhere.  This  is  nec- 
essary so  that  he  may  furnish  to  the  public  the  best  goods  that  can  be  made,  as  good  as 
any  of  his  competitors,  whether  they  are  in  this  or  foreign  countries,  and  he  must  be 
able  to  improve  his  processes  by  utilizing  such  articles  as  give  the  best  results  for 
his  particular  work. 

Tne  prices  of  the  dyes  must  be  advantageous  and  compare  favorably  with  those 
'xX,  whicn  the  dyes  are  furnished  to  consumers  in  his  line  in  Canada,  Europe,  etc. 

In  analyzing  this  schedule,  and  its  hitherto  unheard-of  pro|>osids  of  embargo  and 
license,  it  must  be  borne  in  mind  that  it  was  framed  at  the  instigation  of,  and  to  pro- 
tect, the  domestic  manufacturer  of  dyes — ^it  is  always  necessary  and  under  these  cir- 
cumstances particularly  important  to  study  its  effects  upon  the  public  and  the  con- 
sumer of  dyes.  For  convenience  a  brief  summary  of  each  clause  is  given,  together 
with  appropriate  comment. 

Faragrapn  25:  Dealing  entirely  with  intermediates  proposes  a  duty  of  30  per 
cent  ad  valorem  and  7  cents  a  pound  (on  American  valuation). 

Aside  from  the  fact  that  herein  is  included  some  products  which  are  used  in  the 
dyehouse  and  print  shop,  which,  with  the  necessaiy  deyelopment,  make  fast  colors, 
and  the  fact  that  the  proposed  rates  are  a  tremendous  increase  over  previous  bills, 
this  is  one  of  the  most  important  clauses  in  the  whole  schedule.  These  prohibitive 
rates  alone,  practically  exclude  all  importation  of  foreign  intermediates  and  make 
the  smaller  domestic  dye  manufacturers  absolutely  dependent  iipon  the  few  large 
manufacturers.  A  study  of  the  Tariff  Commission  **  Census  of  Dyes  and  Coal-Tar 
Chemicals"  1919,  will  very  soon  demonstrate  that  only  three  or  four  large  manufac- 
turers of  intermediates  now  exist,  and  all  the  smaller  manufacturers  of  dyes  must  go 
to  one  or  the  other  of  the  three  or  four  large  manufacturers  for  absolutely  essential 
raw  materials — it  is  hardly  human  nature  to  expect  the  intermediate  manufacturer, 
who  is  also  a  dve  manufacturer,  to  sell  h^s  competitor  any  essential  raw  material  at 
prices  so  low  that  he  can  undersell  him  in  the  finished  product.  Right  here  is  a 
very  potent  opportunity  for  monopoly — these  rates,  aside  from  the  license  or  embaigo, 
prevent  competition  in  the  intermediates  and  through  them  tend  to  keep  up  our 
prices  on  domestic  dyes.  To  put  it  another  way,  the  opportunity  given  for  control 
of  intermediates  tends  to  cut  down  domestic  competition  in  the  ^nished  dye  and 
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the  license  and  embargo  prevents  the  foreign  competition  in  the  finished  product. 
These  rates  would  work  out  as  follows: 


Betanaphthol 

Paranltraniline... 
Taluylenediamine 


Prewar 
price. 


10.10 
.17 
.35 


Present 

domestic 

price. 


ia38 

.85 

1.15 


Per  cent 
Increase. 


380 
500 
328 


30 

percent 

duty. 


10.114 
.255 
.346 


Plus 
7  cents 
specific 
makes 

total 
duty. 


SO.  184 
.325 
.415 


Percent 
of  present 
proteo- 
tioD  com- 
pared to 
prewar 
selUzig 
price. 


184 
IflO 
118 


Panunraph  26:  Specifying  all  colors,  dyes,  color  bases,  and  practically  all  synthetic 
dyestuns,  synthetic  tanning  materials,  natural  alizarine  ana  indigo,  and  all  explo- 
sives, except  smokeless  powder,  a  duty  of  35  per  cent  ad  valorem  and  7  cents  a  pound 
(on  American  valuation). 

This  covers  practically  every  known  coal-tar  dye  and  under  the  conditions  men- 
tioned the  rates  are  in  reality  enormously  increased  as  a  few  illustrations  will  ^ow. 


Orange  II 

Zambesi  black  v.. . 
Direct  black  single.. 

Wool  green  8 

Indigo 

Nigrosine 

Rbodamine  B  extra 


Prewar  selling 
price. 

Present 

domestic 

price. 

Percent 
Increase. 

35 

percent 

duty. 

Plus 
7  cents 
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total 
duty. 

Im- 
ported. 

Domes- 
tic. 

10.13^ 
.30 
.18 
.23 
.16 
.25 
.80 

10.12 

10.45 

2.00 

.80 

2.25 

.50 

.60 

9.00 

333 
666 
444 

978 

312 

250 

1,125 

10.151 
.70 
.28 

:^ 

.21 
3.15 

10.22} 
.77 
.35 
.85! 
.24« 
.28 

3.22 

.18 

.24 

Percent 
of  present 
protec- 
tion com- 
pared to 
prewar 
selling 
price. 


190 
256 
194 
373 
153 
116 
402 


Paragraph  26:  Also  contains  a  standardization  clause  as  follows:  ''The  Secretary  of 
the  Treasury  shall  adopt  a  standard  of  strength  for  each  dye  or  other  article,  which 
shall  conform  as  nearly  as  practicable  to  the  commercial  strength  in  ordinary  use  in 
the  United  States  prior  to  Jnly  1, 1914,"  and  further  provides  that  the  specific  duty  of 
7  cents  a  pound  shall  vary  with  the  strength  of  the  dye,  but  in  no  case  be  less  ihin  7 
cents. 

This  is  another  joker,  when  one  considers  that,  according  to  Dr.  Norton,  over  2,000 
different  dyes  enter  into  international  trade,  and  as  different  manufacturers  marketed 
the  same  dye  in  the  strength  best  suited  to  their  working  conditions,  there  were  often 
three  or  four  strengths  of  the  same  product  sold.  Now,  how  long  will  it  take  the 
Tariff  Commission  to  establish  the  standard  of  strength  for  each  of  these  2,000  dyes? 
Oan  they  do  it  before  the  three  yean  expire?  Suppose,  as  in  the  case  of  Rhodamine 
the  single  strength  known  as  Rhodamine  B  is  iioi^ted  as  standard,  then  the  "B 
Extra, ''^  which  is  five  times  as  strong,  will  take  a  specific  duty  of  five  times  7  cents  or 
35  cents.  So  even  the  rate  of  duty  rests,  to  some  degree,  in  the  hands  of  the  Tariff 
Commiasion. 

Paragraph  27:  (a)  Provides  for  two  classes  of  products,  class  A  containing  ewery- 
thing  obtainable  in  the  United  States  on  reasonable  terms  as  to  quality,  pnce,  and 
deliver}^,  and  class  B,  everything  not  in  class  A. 

This  is  the  basis  for  the  emlmigo  provision  and  brings  up  the  indefinite  clause 
''reasonable  terms  as  to  quality,  price,  and  delivery."  This  clause  was  first  under- 
stood  to  be  used  under  War  Trade  Board  regulations  as  a  protection  for  the  consumer, 
but  was  very  soon  interpreted  only  in  the  interests  of  the  dye  manufacturer.  The 
clause,  even  as  defined,  is  too  indefinite  to  be  used  as  the  basis  of  a  law. 

(5)  Reasonable  terms  as  to  quality — ^the  Tariff  Commission  shall  determine  whether 
the  color  is  of  the  same  chemical  composition,  and  will  produce  results  substantially 
equal  to  the  said  product  of  forei^  origin,  when  used  in  substantially  the  same 
manner  as  such  product  of  foreign  origin,  considering  always  the  purpose  for  which  the 
product  of  domestic  origin  is  intended  to  be  used. 
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Any  objection  to  this  on  the  part  of  conBumere  will  neceBsarily  lead  to  detailing 
special  and  8i9cret  fonnula,  etc.,  to  the  Tariff  OommisBion,  as^  for  instance,  in  tiie  case 
of  ink  manufacturerB,  shoe  polishes,  and  all  kinds  of  textile  dyeing  and  printing, 
especially  for  private  processes,  where  mixed  fibers  are  colored  in  one  operation. 

Reasonable  terms  as  to  price — the  lowest  price  for  the  time  being  which  the  Tariff 
Commission  will  determine  to  be  sufficient  to  insure  the  maintenance,  in  the  United 
States,  of  the  production  of  such  products  by  an  efficient  plant,  operating  on  a  sub- 
stantial commercial  scale. 

This  is  absolutely  a  price-fixing  clause.    If  the  Tariff  Commission  decides  a  certain 

Srice  for  an  article  is  reasonable,  it  will  take  a  pretty  big  overproduction  to  get  other 
ye  manufacturers  to  sell  for  much  less.  The  clause  also  absolutely  eliminates  foreign 
competition.  For  instance,  imder  these  same  rules  now  onerated  by  the  Chemi^ 
and  Dve  Section  of  the  Treasury  Department,  rhodamine  d  Extra  sells  for  $9  in  the 
United  States,  and  the  foreign  goods  for  $3.50  in  Canada.  Absolutely  no  consideration 
is  nven  the  consumer  or  the  competition  he  must  meet  in  foreign  dved  textiles,  both 
at  nome  and  abroad.  As  has  been  shown,  green  suntot  goods  sold  at  retail  for  90 
cents  a  yard  before  the  war,  the  dye  in  which  cost  4i  cents  per  yard,  and  the  same 
shade,  colored  with  domestic  colors  to-day,  would  cost  39.6  cents  per  yard  for  dyestuff 
alone,  whUe  on  the  other  hand  the  same  shade  colored  to-day  with  imported  dyes  in 
Canada  would  cost  only  19  cents  per  yard  for  the  dye — a  very  considerable  handicap 
tor  the  domestic  maniuacturer  of  textiles.  This  situation  affects  the  eeneral  public 
in  that  such  an  enormous  cost  for  the  dyestuff  increases  the  cost  of  thennished  fabric 
so  much  as  to  eliminate  the  use  of  these  expensive,  fast  colors  on  the  cheaper  fabrics. 

It  also  presupposes  a  wonderful  technical  knowledge  on  the  part  of  the  Tariff  Com- 
mission, or  its  experts,  when  it  makes  them  the  judges  of  an  ''efficient  plant.'' 

Reasonable  terms  as  to  delivery  shall  mean  delivery  within  such  period  or  periods 
as  said  commission  shall  determine  to  be  a  reasonable  time,  of  an  amount  of  such 
products  which  said  commission  shall  determine  to  be  sufficient  to  supply  the  need  of 
the  consumer  or  consumers  for  a  period  not  exceeding  six  months. 

This  again  leaves  much  to  the  ][udgment  of  the  Tanff  Conmussion,  and  they  in  turn 
must  trust  absolutely  the  domestic  manufacturer  for  accurate  information.  Chemical 
operations  have  a  way  of  developing  unexpected  troubles  and  delays,  and  material 
promised  for  a  certain  delivery  can  in  all  good  faith  be  impossible  of  fulfilment,  to  the 
consumer's  consequent  loss,  especially  when  the  manufacturer  is  working  on  a  new 
product. 

In  foct  the  more  these  "reasonable  terms"  are  studied  the  more  uneasy  the  con- 
sumer must  become,  and  the  more  one  realizes  the  great  dependence  upon  the  judg- 
ment of  the  Tariff  Commission  and  even  more  how  any  system  of  license  or  emoargo 
necessarily  means  hampering  restrictions,  indefinite  terms,  and  delegation  of  authority. 

(e)  Lists  of  class  A  are  to  be  published  as  soon  as  may  be. 

Here  again  we  have  an  indennite  term,  especially  as  the  working  out  of  the  whole 
bill  depends  upon  the  division  of  the  2,000  different  dyes  into  the  two  classes.  The 
Tariff  Commission  has  30  days,  after  application  is  made,  in  which  to  hold  public 
hearings  regarding  the  advisability  of  including  in  or  removing  any  particular  product 
from  class ' '  A . "  This  will  frequently  req uire  tne  expense  and  loss  of  time  in  traveling 
to  the  place  of  hearings,  and,  if  the  consumer  is  successful,  means  another  60  days 
before  the  ^oods  are  available.  No  doubt  the  domestic  dye  manu^turer  or  Dyes 
Institute  will  always  be  represented  at  such  hearings,  but  wno  is  to  be  there  to  repre- 
sent the  consumer  when  the  dye  manufacturer  asks  for  embargo  on  products  hitherto 
permitted  and  which  the  consumer  feels  or  knows  are  easentiu  to  his  business? 

((/)  No  importations  of  class  "A"  materials  allowed  for  three  years,  except  small 
samples  under  certain  rules. 

These  are  the  embargoed  products: 

(«)  All  importers  must  be  registered,  by  executing  a  form  prescribed  and  furnished 
by  the  Tarin  Commission. 

The  contents  of  this  ''form"  are  of  interest  only  to  importers. 

(J)  For  three  years  after  the  passage  of  this  act  no  products  included  in  class  "B " 
shall  be  deUvered  from  custom^s  custody,  except  upon  presentation,  by  a  registered 
importer,  of  a  bona  fide  order  of  an  actuu  consumer,  together  with  an  affidavit  by  the 
importer  (or  by  the  consumer  if  the  importer  is  not  me  consumer)  stating  that  the 
product  is  for  his  own  use  and  not  for  sale,  and  that  the  quantity  deliverchd  will  not 
place  him  in  possession  or  control  of  more  than  a  six  months'  supply. 

This  affidavit  and  its  requirements  constitute  a  full-fledged  license  system  just  as 
troublesome  to  the  consimier  as  the  present  system,  and  will  fool  no  one  who  reads  it 
carefully.  It  must  also  be  remembered  that  these  restrictions  apply  to  all  imported 
dyes,  wnether  English,  French,  Swiss,  or  German.  Up  to  the  present  it  has  been 
possible  for  importers  to  deliver  from  stock  colors  of  any  imported  manufacture  except 
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German,  but  this  bill  makes  them  all  subject  to  the  same  restrictions.  No  imp>orter 
will  carry  any  considerable  stock  in  bond  when  it  is  subject  to  constant  expense,  a 
l&Tse  part  lying  necessarily  dead,  and  with  the  possibility  of  having  any  portion 
emoargoed  at  any  time.  Also  what  provision  could  be  made  for  filling  the  many 
small  orders,  ranging  from  1  to  10  pounds,  and  the  fractional  quantities  required  for 
mixtures?  How  can  a  consumer  get  service  under  such  conditions?  How  could 
anyone  do  business  on  such  a  basis — with  their  entire  stock  in  bond  and  an  affidavit 
reauired  for  every  order? 

(g)  Registration  of  an  importer  can  be  canceled  by  the  Tariff  Commission  for  any 
violation  of  its  rules,  regulations  or  orders. 

Here  again  the  Tariff  Commission  is  omnipotent,  with  authority  to  ruin  an  importer, 
and  by  his  elimination  deprive  consumers  of  necessary  products. 

(^)  A  registered  importer  must  give  to  the  commission,  a  bond  of  not  less  than 
$10,000^  with  sureties  approved  by  the  commission.  The  commission  shall,  by 
regulation,  prescribe,  as  a  condition  of  the  bond,  such  provisions  as  it  deems  necessary 
to  prevent  any  action  by  such  importer  which  will  destroy  or  injure  any  industry  in 
the  United  States,  or  any  of  its  possessions  engaged  in  the  production  of  such  products, 
or  which  will  prevent  the  establishment  of  such  industry,  and  by  such  regulation 
shall  prohibit,  among  other  things,  unfair  competition  and  unfair  acts  including  full 
line  forcing,  bribery,  misbranding  of  products,  price  or  quantity  discrimination. 

Another  imposing  uncertainty  under  which  entirely  innocent  acts  may  lead  to  serious 
results.  No  provision  for  a  maximum  bond .  and  again  illustrates  the  almost  unlimited 
authority  of  the  Tariff  Commission.  The  forbidden  acts  are.  in  many  cases,  such  as 
would  be  possible  of  different  interpretation,  as,  for  instance,  the  term  **price  or 
quantity  discrimination."  An  offense  under  this  clause  would  be  very  dimeult  or 
very  easy  of  determination,  entirely  according  to  the  disposition  of  the  investigator. 

(i)  The  Tariff  Commission  shall  have  the  power  to  require  from  time  to  time  during 
these  three  years: 

1.  From  any  registered  importer  engaged  in  the  importation  of  the  products  enu- 
merated in  pars^raphs  25  and  26  a  sworn  statement  disclosing  the  foreign  manufacturer 
or  dealer  from  whom  he  obtained  such  products,  the  price  paid  or  agreed  to  be  paid 
therefor,  if  any.  the  importers'  stocks  remaining  on  hana  in  bonded  warehouses, 
contracts  or  accepted  orders  for  future  delivery,  the  price  at  which  and  to  whom  such 
products  have  been  sold  or  offered  for  sale,  together  with  samples  of  such  products 
and  any  information  relative  to  any  such  products  which  said  commission  may  require. 

2.  Any  person  engaged  in  the  manufacture  or  sale,  within  the  United  States  or  any 
of  its  possessions,  of  any  of  the  products  enumerated  in  paragraph  25  or  26  of  schedule 
1  of  this  title  a  sworn  statement  disclosing  actual  production,  stocks  on  hand,  con> 
tracts  or  accepted  orders  for  future  delivery,  cost  of  production  of  such  products  and 
price  at  which,  and  to  whom,  each  of  such  ])roducts  has  been  or  is  sold,  or  is  offered 
for  sale,  together  with  samples  of  such  products  and  any  other  information. 

3.  And  from  any  consumer  in  the  United  States  or  any  of  its  possessions  of  any  of 
the  products  enumerated  in  paragraph  25  or  26  of  schedule  1  of  this  title,  a  sworn 
statement  disclosing  actual  consumption,  stocks  on  hand,  contracts,  the  price  at 
which  and  from  whom  such  products  were  or  are  being  purcliased,  toi:ether  with 
samples  of  such  products  and  any  other  relative  information. 

(j)  The  commission  shall  have*  power,  through  its  agents,  to  visit  or  inspect,  during 
this  three-year  period,  all  places  of  production  and  storage,  and  booKs.  records, 
accounts,  papers,  correspondence,  and  documents  of  any  person  engaged  in  the  manu- 
facture, production,  sale,  or  importation  of  any  of  these  products. 

The  inquisitorial  powers  here  given  are  plainly  stated  and  unprecedented.  It 
should  be  noted  that  the  information  required  from  the  consumer  covers  all  products 
in  paragraph  25  or  26,  and  therefore  means  whether  of  foreign  or  domestic  make,  in 
in  other  words,  the  importer  or  the  domestic  manufacturer  can  be  checked  up  by  the 
consumer's  statement. 

It  again  illustrates  only  too  well  the  whole  category  of  ills  that  must  accompany  any 
system  of  license  or  embargo,  the  delegation  of  authority,  inquisitorial  powers,  pen- 
alties, red  tape,  indefmiteness,  bureaucratic  control,  and  uneconomic  operation  of 
business. 

(k)  Authorizes  the  Tariff  Commission  to  administer  this  act. 

(/)  The  information  thus  secured  shall  not  be  made  of  public  record. 

Very  good ;  but  Tariff  Commission  employees  will  imdoubtedly  be  in  demand  and 
change  jobs,  just  as  other  human  beings-— or  they  will  be  all  the  more  valuable  aft«r 
the  three  years  of  this  bill  have  expireq. 

(m)  The  Tariff  Commission  shall  have  the  power  to  regulate  its  own  practice  and 
procedure. 

(n)  Provides  penalties  for  importers  who  refuse  information  and  access  to  records. 

(o)  Provides  penalties  for  misrepresentation  or  false  affidavit. 
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These  apply  to  consumers,  domestic  dye  manufacturers,  and  importers. 

If  there  is  any  doubt  in  the  minds  of  the  public  as  to  the  operation  of  Government 
-control  in  business,  let  them  read  carefully  this  summary  of  the  bill  recommended 
by  the  Ways  and  Means  (.Committee  and  decide  who  is  the  goat.  The  dear  public,  as 
usual,  will  pay  the  bill — ^any  importer  who  survives  all  these  rules  and  eventually 
delivers  goods  to  a  consumer  can  not  be  blamed  for  getting  all  the  traffic  will  bear, 
keeping  in  mind  that  he  can  import  practically  only  those  colors  not  made  here,  nor 
can^  the  domestic  manufacturer  be  blamed  for  getting  the  highest  prices  when  com- 
petition with  all  other  production  in  the  world  is  arbitrarily  cut  oA,  at  a  time  when 
prices  in  this  country  are  from  five  to  ten  times  prewar  figures.  The  bill  plainly 
protects  only  the  swollen  profits  of  the  domestic  manufacturer,  who  has  already  had 
five  years  without  competition  and  which  has  built  up  industries  like  the  Allied  Dye 
&  Chemical  Co.,  the  fourth  largest  corporation  in  America,  and  the  DuPonta  with  all 
their  enormous  war-made  capital  behind  them. 

Note. — As  a  matter  of  information  herewith,  the  importations  of  the  products 
illustrated  in  the  tables,  which  figures  have  been  taken  from  Dr.  Norton's  Dye  Cenmui 
and  are  for  the  fiscal  year  ending  June  30,  1914.  These  figures  do  not  include  the 
domestic  production,  which  are  not  available: 

Pounds.      I  Pounds. 

Betanaphthol 1,030,268  \  Direct  black  single 2,085,648 

Paranitraniline 506,931  Wool  green  S 41,584 

Toluylenediamine 133,355  i  Indigo 8,507,359 

Orange  II 127, 550  \  Nigrosine 394, 718 

Zambesi  block  V 629, 359  i  Rhodamine  B  extra 58. 339 

[Reprint  from  Textile  Colorist,  May  1921,  by  Jos.  S.  Rambo,  President  Rambo  A  Regar  (Inc.).] 
A   MILLMAN's   view   op  the   DYE8TUPF  CONTROVERSY. 

T  have  read  Mr.  Kilheffer's  article  in  the  March  number  of  the  Textile  Tolorist  and 
find,  as  one  would  expect,  the  dye  manufacturer's  argument  forcefully,  though 
incompletely,  presen tea.  Without  going  into  too  much  detail,  I  wish  to  present  a 
few  facts  bearing  upon  the  subject. 

The  American  dye  manufacturer,  before  the  war,  was  certainly  a  "weakling"  as 
compared  to  his  present  estate,  or  with  the  foreign  manufacturer.  He  bought  prac- 
tically all  his  intermediates  abroad,  no  doubt,  because  it  was  cheaper  and  easier 
to  do  so,  and  he  also,  no  doubt,  had  a  profit  in  his  business  or  he  would  have  given 
it  up.  He  made  some  things  exceedingly  well  as,  for  instance,  Nigrosine,  which 
he  sold  cheaper  than  the  importers  andf  had  a  better  product.  Likewise  he  sold, 
amongst  other  colors,  Orange  II,  Bismarck  brown  and  (^hrysoidine,  all  of  good  quality, 
and  oh  a  competitive  basis  with  importations.  In  direct  black  he  also  made  a  very 
respectable  showing,  being  right  in  the  competition,  yet  before  the  war  was  hardly 
two  months  old  he  had  raised  his  price  from  about  18  to  60  cents.  The  imported 
article,  however,  continued  for  some  time  at  less  than  half  this  price.  Right  here 
let  it  be  remarked  that  as  long  as  the  importers  were  supplying  the  goods  prices 
were  kept  within  reasonable  limits.  It  was  only  as  the  speculator  bought  up  and 
became  the  source  of  supply  that  prices  rose  rapidly.  At  that  time  one  became 
accustomed  to  regard  an  increase  of  1,000  per  cent  in' price  as  quite  reasonable.  It 
is,  therefore,  somewhat  surprising  to  hear  the  charge  now  that  the  importers  were 
responsible  for  the  high  prices  charged.  1  am  presenting  no  defense  for  importers 
as  such,  but  the  truth  should  be  told. 

To  return  to  the  prewar  domestic  manufacturer,  he  had  been  in  the  business  many 
years  and  made  a  go  of  it,  so  he  was  presumablv  sensible  and  intelligent,  and,  nat- 
urall}r,  wanted  to  continue  and  increase  a  profitable  business.  He  went  down  to 
Washington,  demanded  higher  duties,  and  was  given  practically  all  he  asked  in  the 
way  of  protection .  At  that  time  he  said  the  industry  had  all  the  protection  it  required. 
By  reason  of  the  Hill  bill  of  1916,  and  since  then,  the  ranks  of  our  domestic  dye 
manufacturers  have  been  very  materially  augmented  and  strengthened  in  personnel, 
experience,  resources,  capital,  raw  materials  and  equipment. 

Let  us  look  at  the  present  situation.  There  are  at  least  three  large  manufacturen 
of  direct  black  which,  to-day,  brings  from  80  to  90  cents  a  pound,  and  is  about  half 
the  strength  of  the  concentrated  prewar  product  which  sold  at  not  more  than  25 
cents.  Methyl  violet,  of  which  there  are  many  manufacturers,  to-day  is  selling  for 
about  $1.75,  and  is  approximately  the  same  grade  as  prewar  goods  at  32  cents.  Acid 
black  is  to-day  selling  for  $1  to  11.10,  and  is  slightly  better  uan  half  the  strength  of 
the  concentrated  prewar  imported  product  at  26  cents.  Then,  again,  indigo,  one 
of  the  most  important  colors,  is  to-day  about  60  cents,  against  the  prewar  net  price 
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of  from  15  to  to  16  cents.  When  we  consider  that  the  domestic  production  of  these 
colors  in  1919,  as  given  by  the  United  States  Tariff  Commission,  was  as  follows: 

Pounds.  Pounds. 

Methol  violet 574,000  i  Direct  black 7,250,000 

Acid  black 1,800,000  I  Indigo 8,800,000 

one  can  readily  understand  that  the  textile  man's  dyestuff  costs  have  tremendously 
increased.  Every  manufocturer  of  textile  goods  knows  that  the  costs  of  all  his  prod- 
ucts and  their  ingredients  is  far  nearer  its  prewar  price  level  than  dj^estufis.  Take 
the  case  of  the  average  job  dyer,  converter,  cotton  or  woolen  mill  using  colors,  and 
it  is  undeniable  that  the  difference  between  his  present  yearly  dyestuffbill  and  his 
prewar  yearly  bill  would  be  a  handsome  profit  on  his  investment.  In  foct,  he  could 
almost  perform  all  the  rest  of  his  operation  at  cost  if  he  could  take  the  difference 
in  his  dyestuff  bills  as  his  net  profit.  Is  it  not  certain  that  this  situation  will  sev^^y 
handicap,  if  not  actually  preclude,  the  exportation  of  American  fiibrics,  and  be  a 
terrific  burden  in  successfully  meeting  domestic  importations  of  textile  goods? 

These  are  all  practical  questions  which  vitally  enter  into  the  prosperity,  in  fact,  the 
very  existence  of  every  textile  man. 

Take  a  hosiery  mill  which  dyes  silk  and  cotton  stockings.  Before  the  war  it  used 
about  6  pK)und8  of  Zambesi  black  V  at  30  cents  for  dyeing  100  pounds  hosiery.  Now, 
if  it  feels  it  can  afford  a  black  of  the  same  character,  it  probably  would  use  the  domestic 
l^oduct  at  $2  per  pound ,  which  is  about  20  per  cent  weaker.  In  other  words,  a  prewar 
cost  for  dyestuff  oi  $1.80  per  hundred  as  against  a  present  cost  of  $15,  or  an  advance  of 
about  $13  per  hundred  pounds.  Now,  a  mill  dyeing  a  thousand  pounds  of  hosiery 
per  day  is  not  at  all  exceptional,  and  its  increased  cost  on  this  basis  for  dyestuff  alone 
would  be  $130  per  da}r,  $650  per  week  of  only  five  working  days,  or  approximately, 
$34,000  per  year.  This  sum  alone  represents  quite  a  neat  profit,  if  saved,  on  the 
capital  of  the  average  hosiery  mill. 

An  ordinary  sized  denim  mill  uses  about  a  quarter  of  a  million  pounds  of  indigo  per 
year.  The  difference  between  its  present  cost  at,  say,  60  cents  as  against  prewar  of 
15  cents,  would  be  rouRhly  $112,500,  or  over  10  per  cent  on  a  million  two  hundred 
thousand  dollars  capital. 

It  has  been  mentioned  that  some  of  the  textile  mills  went  into  the  manufacture  of 
dye  s  and  were  undoubtedly  glad  to  give  it  up  as  soon  as  they  could .  This  is,  no  doubt, 
true,  but  they  only  went  into  it  as  a  temporary  expedient  to  help  themselves  when 
there  was  no  other  source  available  (except  at  tremendously  high  prices,  as  the  dye- 
stuff  available  was  in  the  hands  of  speculators),  and  then  ^ve  it  up  as  soon  as  they 
could  buy  to  advantage.  They  were  in  the  textile  business  ana  were  equipped 
primarily  for  this  and  not  for  the  manufacture  of  dyes. 

As  regards  the  small  dyestuff  manufacturer,  one  might  also  mention  that  his  case 
is  not  parallel,  for  instance,  to  the  small  textile  manufacturer  who  can  buy  his  material 
on  the  <^n  market,  either  foreign  or  domestic,  without  restriction.  Wool  and  cotton 
are  not  susceptible  to  control  as  easily  as  are  raw  materials  for  dyestuffs. 

Apparently  the  domestic  dve  manu^turer,  in  his  fight  for  the  Longworth  bill, 
''doth  protest  too  much,"  and  looks  for  dark  shadows  and  malign  influences  where 
none  exist,  instead  of  placing  the  blame  where  it  belongs,  upon  the  weakness  of  his 
own  case.  There  has  oeen  an  attempt  to  pillory  and  bring  into  disrepute  anyone 
connected  with  the  importation  of  German  dyestuffs,  and  this  line  of  argument  seems 
to  be  followed  to  the  exclusion  of  sane  and  sound  business  reasons.  One  reads  all 
kinds  of  stories  about  what  the  German  manufacturer  is  doins;  his  corrupt  methods, 
etc.,  and  of  our  need  of  the  domestic  industry  for  national  defense,  but  not  one  word 
of  comparative  costs  of  raw  materials,  labor,  transportation,  etc.  !But  as  the  world  is 
rapidly  getting  on  an  economic  basis  again,  these  things  must  be  considered.  Other 
manu&cturers,  asking  for  protection,  have  accurate  knowledge  of  their  costs,  as  com- 
pared to  the  foreigner. 

Judging  from  the  intensive  and  unfair  propaganda  now  going  on,  it  would  seem  that 
the  question  is  now  bein^  carried  from  the  consumer,  who  has  some  knowled^  of  the 
subject,  to  the  public,  wnich  has  none.  The  question  of  protection  to  any  mdustrv 
should  be  based  on  actual  facts  and  figures;  it  should  not  be  sentimental,  even  thougti 
our  own  interests  come  first.  There  is  no  question  about  properly  and  fully  protecting 
the  industry,  but  the  dye  manufacturer  is  a  long  way  from  justifying  his  need  for  the 
extraordinar>'  and  discriminatory  protection  asked  for  in  the  Ix)ngworth  bill. 

STATEMENT  OF  DR.   KEE8E,  BEFORE  THE  ANNUAL  CONVENTION  OF  THE  COTTON  MANU- 
FACTURERS'   ASSOCIATION   IN   MAY,   1918. 

There  has  also  been  much  talk  in  the  papers  with  regard  to  the  wonderful  advantage 
Germany  had  on  account  of  her  extensive  dye  industry,  in  that  she  could  imme- 
diately turn  all  the  great  dye  plants  into  munition  factories. 
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I  do  not  consider  that  the  presence  of  the  factories  themselves  was  a  matter  of  very 
great  importance  to  the  Germans.  It  might  have  been  an  important  factor  in  a 
small  war,  but  the  requirements  for  this  great  war  have  been  such  that  their  mere 
existence  must  have  been  a  very  small  factor. 

However,  the  real  assistance  that  Grermany  obtained  from  tiie  existence  of  these 
factories  came  from  the  chemical  or^nizations  which  they  maintained.  As  this 
war  has  become,  in  a  sense,  a  chemical  war,  these  chemical  organizations  in  the 
German  factories  have  been  able  to  assist  the  Government  very  materially  in  its 
prosecution. 

Now,  what  were  the  conditions  in  this  country?  There  was  no  dye  industry  of 
any  great  magnitude,  but  there  was  a  well-organized  explosive  industry  with  a  well- 
organized  chemical  organization.  I  might  say  that  at  the  beginning  of  the  war  the 
Du  Pont  Co.  had  in  the  neighborhood  of  400  chemists  in  their  employ,  many  of  whom 
were  functioning  along  the  lines  above  indicated. 

The  first  effect  of  the  great  war  was  to  call  upon  this  organization  to  meet  problems 
which  seemed  to  be  almost  as  unsolvable  as  those  presented  by  the  dye  situation, 
since  many  of  the  raw  materials  necessar>  for  the  manufacture  of  munitions  had  been 
secured  from  Europe,  just  as  the  dyes  had  been. 

This  organization,  however,  was  able  to  meet  the  situation  in  such  a  short  time 
that  the  want  of  these  materials  did  not  occasion  a  day's  delay  in  the  production  of 
powder.  One  of  these  materials,  diphenylamine,  which  is  an  intermediate  in  the 
manufacture  of  dyestuffs,  was  produced  on  a  large  scale,  and  three  separate  and  dis- 
tinct processes  were  developed  for  its  production.  Dimethylaniline,  another  dye 
intermediate,  was  necessary  for  the  production  of  tetranitromethylaniline,  com- 
monly called  tetrvl,  and  had  to  be  produced,  and  a  satisfactory  process  for  its  pro- 
duction was  developed  in  ample  time,  as  well  as  for  the  production  of  tetryl. 

These  accomplishments  gave  courage  and  confidence  to  the  chemists  of  the  Du 
Pont  Co.,  and  from  the  fact  that  this  organization  was  manufacturing  and  using  all 
of  the  basic  raw  materials  necessary  for  the  manufacture  of  dyes — namely,  sulphuric 
add,  nitric  acid,  benzol,  toluol,  zylol,  naphthalene,  nitrobenzol,  aniline,  and  picric 
acid — ^it  was  perfectly  natural  to  consider  the  possibility  of  entering  this  great  in- 
dustry. 

BXCERFT  FROM  UNITED  STATES   DEPARTMENT  OF  COMMERCE   REPORT  FOR  OCTOBER,   IMO. 

With  the  return  of  peace  it  is  evident  that  whatever  the  demand  for  dyes  made  in 
Germany  may  be,  that  country  will  never  regain  its  lost  supremacy  in  the  world 
trade  in  dyestuffs.  *  *  *  The  United  States  has  abundant  coal  to  supply  the 
raw  materials  for  making  aniline  dyes.  Private  capital  has  been  supplied  as  fast  as 
it  could  be  utilized  in  establishing  scores  of  factories  and  in  trainingskilled  operatives 
and  chemists  for  actual  and  experimental  work  on  a  laige  scale.  There  has  been  an 
increasing  tendency  since  1916  to  centralize  or  consolidate  the  domestic  enterprises 
in  order  to  cut  overhead  expense,  utilize  all  by-products,  and  reduce  the  price  of 
finished  dyes.  This  has  not  only  increased  production  but  has  developed  the  foreifiii 
trade,  as  luiown  by  the  wide  distribution  of  American  aniline  dyes  exported  in  the 
calendar  years  of  1918  and  1919.  *  *  *  The  world-wide  ^ortaj^e  of  dyestuffs 
and  the  ^wing  demand  for  both  quality  and  variety  of  such  materials  offer  every 
opportumty  to  extend  the  foreign  market  for  American  colors.  '  *  *  *  Germany, 
it  IS  now  conceded,  will  not  be  the.  strenuous  competitor  she  was  formerly  in  the 
foreign  trade.  Switzerland  is  the  only  country,  other  than  the  United  States,  now 
making  aniline  colors  sufficient  to  meet  its  own  requirements  and  able  to  export  on  a 
large  scale,  and  the  Swiss  are  dependent  on  other  countries  for  the  raw  materials. 

STATEMENT  OF  DR.  B.  C.  HESSE  BEFORE  THE  FRANKLIN    IN8TITI7TE  ON  NOVEMBER  6, 

1919. 

To  particularize:  In  the  explosives  industry  the  coal-tar  portion  is  very  simple, 
the  testing  out  of  the  new  products  very  complex  and  detailed;  hence  the  invention; 
development,  and  manufacture  of  explosives  from  coal-tar  materials  is  properly 
wholly  an  affair  of  the  explosives  industry  so  highly  and  efficiently  productive  and 
progressive  wil^  us  and  not  of  the  still-to-be-createa  dve  industry.  The  invention, 
development,  and  distribution  of  photoppraphic  chemicate  properly  oelongs  to  the  pho- 
tographic industry,  now  and  for  a  long  time  past  so  well  developed  with  us,  and  their 
manu^ture  belongs  to  our  well-developed  organic  and  fine  chemical  industry  and 
not  to  the  infant  dye  industry.  The  discovery  of  new  synthetic  remedies  is  properly 
the  function  of  the  many  medical  institutes  and  schools  of  research  in  this  country. 
They  can  be  manufactured  by  our  organic  and  fine  chemical  industry,  helped  out 
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by  our  large  pharmaceutical  factories  and  distributed  by  the  latter.  Synthetic 
flavors  and  perfumes  have  for  years  been  successfully  made  liere  at  a  number  of  estab- 
lishments, and  they  have  also  conducted  much  of  the  research  in  this  field.  There 
is  no  reason,  compelling  or  other^vise,  why  the  struggling  dye  makers  should  share 
their  work.  In  the  manufacture  of  toxic  and  like  gases  for  miiitar>'  purposes,  whose 
invention  and  development  belong  to  the  Chemical  Warfare  Service,  the  largest 
single  material  involved,  and  at  the  same  time  the  one  most  difficult  to  transport,  is 
chlorine,  which  in  1914  was  normally  made  in  23  different  factories  in  this  country 
and  in  an  amount  approximating  65,0(X)  tons  annually,  while  during  the  war  we  made 
a  total  of  but  12.000  tons  of  toxic-gas  war  materials.  Their  manufacture,  thereforf*, 
should  be  linked  up  ^ith  our  going  chlorine  industr\-. 

The  roal-tar  materials  needed  in  any  or  all  of  the^^e  arts  of  peac  e  are  and  have  been 
obtainable,  if  we  only  wanted  them,  in  anv  needful  quantitv  and  qualitv,  without 
in  any  way  calling  upon  the  dye  maker  for  them,  their  total  requirement  being  under 
300  tons  per  yeir.  For  each  of  these  important  collateral  developments  we  have 
domestic  industnal  points  of  attachment  and  growth  of  lone  and  firmly  established 
competitive  ability.  Would  it  not  be  the  very  height  of  folly  to  ignore  them  and  to 
stake  our  entire  future  in  these  fields  wholly  upon  the  dye  industrv,  whose  future 
with  us  is  bv  no  means  e««tablished?  I  am  tlioroughly  convinced  that  no  one  can 
seriouslv  or  for  long  take  anv  other  view  than  the  foregoing.  We  can  surely  have  all 
of  these  other  industries  in  the  highest  possible  state  of  efficiency  if  we  only  will, 
whether  we  have  a  dye  industry  or  not.  That  we  should  have  our  own  supply  of 
dyes  is  the  onlv  reison  for  Jiavihg  a  dome-itic  dye  industry.  The  war  itself  proved 
tfiat  conclusively  and  beyond  question. 

Senator  McCumber.  Mr.  Killheffer,  we  would  like  to  have  you  give 
your  address,  your  business,  and  your  full  name. 

STATEMENT  OF  E.  H.  KILLHEFFER,  OF  PASSAIC,  N.  J. 

Mr.  Killheffer.  E.  H.  KillheflFer,  Passaic,  N.  J. 

Senator  McCumber.  You  may  proceed. 

Mr.  Killheffer.  Mr.  Chairman  and  members  of  the  committee,  I 
will  be  very  brief  in  my  remarks,  but  I  thought  they  might  be  of 
some  interest  to  you,  because  of  this  particular  reason:  I  was  for 
many  years,  before  the  war,  connected  with  one  of  the  German 
so-called  Big  Six — Kalle  &  Co.,  Bieberich-on-the-Rhine.  I  was  chief 
chemist  on  this  side  of  the  water.  Just  recently  I  was  sent  by  my 
firm,  the  Newport  Co.,  to  visit  first  the  various  countries  in  Europe 
to  ascertain  the  situation  there  in  particular  respect  to  our  own 
business,  of  course,  and  after  my  return  from  there  to  China  and 
Japan.  Therefore,  in  connection  with  many  of  the  subjects  that 
have  been  brought  up  and  discussed  here  by  some  of  the  witnesses 
and  their  opinions  given,  I  am,  to  a  certain  extent,  giving  you  the 
facts.     I  can  at  least  give  you  those  that  I  found. 

While  in  Europe  I  was  able  to  go  into  the  occupied  zone  in  Ger- 
many and  have  a  look  at  some  of  the  German  dyestuff  manufacturing 
plants.  Before  the  war  I  was  connected  with  Kalle,  who  have 
a  plant  at  Bieberich-on-the-Rhine.  The  physical  condition  of  that 
plant  was  certainly  much  better  than  I  had  ever  seen  it  in  my  visits 
there  prior  to  the  war.  It  certainly  had  not  suffered  but,  on  the 
contrary,  had  developed  to  a  very  material  extent. 

In  that  connection  one  of  the  witnesses  the  other  day  said  that 
the  German  dvestuff  plants  had  not  produced  poison  gas.  It  was 
stated  to  me  by  one  of  the  head  men  of  the  Kalle  plant  that  their 
plant  was  almost  entirely  on  the  production  of  poison  gas  during 
the  war. 

It  has  also  been  remarked  that  the  plants  in  the  occupied  zone 
were   under  foreign   supervision.     They   were   at   one   time   under 
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French  supervision,  but  that  supervision  has  now  been  removed; 
in  fact,  it  was  removed  some  months  ago,  I  think  about  six  or  seven 
months  ago. 

The  Germans  with  whom  I  talked  in  the  dyestuffs  industry  when 
I  was  in  Germany  stated  most  emphatically  that  they  did  not  intend 
to  let.our  industry  in  this  country  do  anything  to  seriously  impair 
their  hold  on  the  world  business,  and  that  at  the  first  opportunity 
they  were  coming  after  us.  None  of  us  who  are  very  wise  will 
underestimate  their  ability  or  their  intention  to  do  so. 

One  of  the  witnesses  said  that  the  Germans  were  short  of  raw 
materials,  mentioning  anthracene  particularly.  The  record  of  the 
Tariff  Commission  for  1920  shows  quite  the  contrary,  for  there  was 
a  considerable  poundage  of  vat  and  other  dyes  derived  from  anthra- 
cene brought  in.  Of  one  of  these  alone,  namely,  indanthrene  blue 
G  C  D,  there  was  imported  366,000  pounds. 

Our  company  had  some  stocks  of  dyes  in  England.  We  had  some 
agents  in  England  and  France  and  in  Italy  that  had  been  seUing  our 
colors.  It  was  my  privilege  to  be  in  England  just  prior  to  the  19th 
of  October.  On  the  19th  of  October  the  restrictions  were  supposed 
to  go  into  effect.  They  were  delayed  and  did  not  go  into  effect  until 
some  months  later.  ?rior  to  that  date,  outside  of  the  dyes  that  the 
English  merchants  themselves  had  purchased  from  the  Germans, 
there  was  a  veritable  flood  of  German  dyes  poured  into  England. 
That  I  know.  I  had  an  opportunity  of  learning  quite  a  little  about 
it,  and  it  affected  us  in  our  own  case  to  such  an  extent  that  the  stocks 
of  dyes  that  we  had  in  England  are  still  there. 

Now,  it  is  true  that  the  general  business  depression  had  a  great 
deal  to  do  with  the  nonsale  of  products,  but  the  other  was  also  a  very 
large  factor,  which  is  borne  out  by  our  experience  again  in  Soutn 
America,  where  we  also  have  an  office  in  Rio  de  Janeiro. 

There  the  Germans  have  sent  in  large  amounts  of  dyes,  and  liave 
gone  back  to  their  regular  prewar  methods  of  selling,  which  include 
very  long  credits  and  other  methods  that  they  practice.  The  situa- 
tion has  grown  so  serious  that  it  is  our  intention  to  withdraw  entirely 
from  the  South  American  field. 

The  statement  was  made  that  on  the  subject  of  amortization 
American  plants,  manufacturers  of  dyes,  should  have  long  ago  been 
completely  amortized.  I  know  that  my  own  company  would  be 
very  happy  if  that  were  the  case,  but  the  contrary  happens  to  be  the 
fact. 

It  is  true  that  there  were  several  dyestuff  manufacturing  plants 
in  this  country  at  the  time  of  the  outbreak  of  the  war,  and  they  were 
most  advantageously  situated  to  clean  up,  if  we  may  use  a  slang 
expression,  and  that  some  of  them  may  have  been  able  to  pay  for 
their  plants  either  in  whole  or  in  part,  at  least;  but  for  the  large  per- 
centage of  the  American  dyestuff  manufacturers,  who  came  on  the 
scene  later,  that  is  certainly  not  true,  because  they  had  a  very  short 
time  in  which  they  could  realize  these  large  profits,  and  there  is, 
again,  a  vast  difference  between  the  plant  manufacturing  more  or 
less  staple,  simple  products,  and  those  manufacturing  the  more  com- 
plex or  high-grade  products,  like  the  vat  dyes,  and  others  of  a 
similar  class. 

These  require  very  expensive  installations  for  the  intermediates 
and  for  the  dyes  themselves,  and  as  our  experience  goes  along  these 
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Elants  very  often  must  be  scrapped  and  new  ones  erected,  until  we 
ave  learned  to  properly  produce,  and  there  has  been  no  opportunity 
for  the  great  percentage  of  the  plants  to  amortize. 

On  the  subject  of  labor  costs,  it  has  been  stated  that  labor  costs 
should  not  be  m  excess  of  5  to  10  per  cent.  This  is  another  thing  that 
is  absolutely  contrary  to  our  experience,  for  we  find  that  the  direct 
labor  charges  amount  to  anywhere  from  30  to  60  per  cent,  which  also 
seems  to  be  the  experience  of  a  great  many  other  dyestuffs  manufac- 
turers. 

Senator  McCumber.  Does  that  include  salaried  employees  ? 

Mr.  ElIllheffer.  No,  sir;  that  is  direct  labor. 

Senator  McCumber.  That  is  outside  of  chemists  ? 

Mr,  KiLLHEFFER.  Yes,  sir. 

Senator  McCumber.  And  those  having  regular  salaries  ? 

Mr.  KiLLHEFFER.  Ycs,  sir. 

I  might  say  that  our  company  tries  to  make  a  pretty  complete  line 
of  colors,  including  the  staple  products,  and,  in  addition,  the  higher 
class  and  more  complex  colors.  We  manufacture  indanthrene 
colors  to-day,  and  in  the  manufacture  of  these  higher  ^rade  colors 
we  can  not  ge.t  along  with  the  cheaper  kind  of  imskillea  labor,  but 
must  have  a  much  greater  percent^e  of  the  higher  class  of  skilled 
labor,  in  addition  to  the  chemical  supervision,  of  course. 

Now,  much  has  been  said  on  the  subject  of  quality. 

Senator  Jones.  Let  me  ask  you,  Mr.  Witness,  if  that  is  true  of  the 
German  manufacturers,  that  m  the  manufacture  of  these  complex 
dyes  they  are  required  to  have  skilled  labor  ? 

Mr.  KiLLHEFFER.  They  have  skilled  labor,  in  addition  to  their 
chemical  supervision ;  yes,  sir. 

Senator  Jones.  Well,  do  they  use  skilled  labor  in  the  manufacture 
of  those  complex  dyes  to  the  same  extent  as  you  do  ? 

Mr.  Ejlllheffer.  They  probably  do  not,  because  of  their  much 

freater  and  longer  experience  in  the  manufacture  of  those  products, 
n  that  way  they  can  reduce  their  labor  costs  very  materially. 

Several  mstances  were  adduced  of  where  the  quality  was  very 
much  damaged  by  the  substitution  of  inferior  products.  That,  as  I 
see  it,  is  a  matter  that  is  really  beside  the  pomt,  because  that  is  a 
matter  that  rests  with  the  textile  manufacturer  himself.  He  can 
decide  whether  he  wants  to  put  in  the  high-class  fast  colors  or 
whether  he  wants  to  use  the  cheaper  colors,  and  if  he  wants  to  use 
the  high-class  colors,  and  they  are  not  manufactured,  he  has  had  a 
method  by  which  he  could  bring  those  products  in  and  use  them, 
and  he  could  not  lay  the  charge  of  inferior  quality  to  American  dyes, 
because,  dye  for  dye,  they  are  identical  products,  with  a  compara- 
tively few  exceptions,  and  those  exceptions  are  in  the  cases  where  the 
products  are  still  in  a  stage  of  development. 

As  for  guaranteeing  the  colors,  I  did  not  have  an  opportunity  to 
see  the  sample  card  which  was  on  the  table  yesterday,  but  I  do  know 
that  the  firm  that  I  was  with,  and  other  German  firms  as  well,  always 
had  the  practice  of  printinff  right  on  the  sample  card  that  was  dis- 
tributed to  the  consumer,  **  Without  guarantee. "  That  was  on  every 
card. 

We  render  the  same  service  to  the  textile  people,  or  try  to,  that  the 
German  houses  did  before  the  war.  We  are  willing  to  match  their 
samples  in  any  way  that  they  might  indicate. 
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As  to  the  textile  manufacturer,  according  to  some  of  the  testimony, 
it  might  be  indicated  that  we  are  directly  opposed  to  his  views  and  his 
best  interests.  Nothing  could  be  further  from  the  truth,  because 
he  is  our  customer.  We  exert  every  power  to  please  our  customer. 
Under  the  scheme,  as  proposed,  of  having  lists  that  would  be  pub- 
lished, and  which  would  give  importable  and  nonimportable  dyes,  we 
can  not  see  how  the  textile  manufacturer  would  be  in  any  way 
menaced.  It  would  give  the  textile  manufacturer  and  the  dye  manu- 
facturer an  equal  opportunity  to  present  his  case,  and  have  the  dye 
either  on  one  side  or  the  other,  or  taken  off  if  they  are  on  either 
improperly. 

There  is  an  abuse  that  might  be  pointed  out  that  has  something 
to  do  particularly  with  the  dye  manufacturer,  and  that  is  this:  On 
the  suDJect  of  mixtiu*es,  many  mills  will  have  a  special  mixture 
made,  as  was  pointed  out  yesterday,  to  do  a  certain  kind  of  work, 
either  produce  a  certain  shade  or  produce  some  certain  result,  as, 
for  instance,  leaving  the  effect  threfuis  clean,  or  something  like  that. 
He  will  have  that  made  in  a  mixture  to  do  his  particular  job. 

The  components  of  the  mixture  mav  be  colors  that  are  being  manu- 
factured here  satisfactorily  and  sold  as  individual  colors.  They 
could  be  mixed  together  to  make  one  different  product,  the  same  as 
the  imported  colors  could  be,  but  there  would  not  necessarily  be  a 
mixtiure  already  made  up  and  on  the  market.  In  fact,  as  these 
mixtures  are  only  used  m  special  cases  as  indicated,  there  most 
likely  would  not  be  a  ready-made  mixture  of  American  colors,  al- 
though it  could  be  made.  This  being  the  case,  the  textile  manu- 
facturers could  apply  for  a  license  to  import,  let  us  say,  direct  brown 
C  X  or  some  otner  special  name  or  designation  wnich  would  be 
arbitrarily  given  to  that  mixture.  As  just  pointed  out,  there  would 
not  be  a  ready  mixture  made  of  American  colors  to  duplicate  this 
special  product,  and  in  this  way  the  license  would  probably  be 
granted,  thereby  working  an  iniustice  to  the  American  dyestuff  man- 
ufacturer. I  simi>ly  mention  tnis  to  show  that  the  injustice,  if  any, 
is  not  all  on  one  side. 

It  was  stated  that  the  dye  manufacturers  had  come  down  here 
asking  for  a  two  years'  embargo.  As  a  matter  of  fact  the  dye  manu- 
facturers have  never  asked  for  a  two-year  embargo,  but  have  always 
emphatically  stated  that  they  needed  more  time  than  two  years. 
In  additidn  it  was  stated  that  the  dye  manufacturers  had  already 
had  two  years  of  special  protection,  and  in  this  connection  I  would 
like  to  pomt  out  that  the  fact  is  the  dye  manufacturers  have  had  two 
years  of  uncertainty,  which,  as  any  business  man  knows,  will  not 
bring  new  capital  into  the  industry,  as  the  investor  of  large  amounts 
of  capital  naturally  wants  some  reasonable  assurance  of  the  profit- 
ableness of  his  investment.  We  are  ih  the  same  position  as  the 
witness  who  testified  yesterday  when,  to  a  large  extent,  we  have  a 
large  program  of  colors  that  have  already  been  worked  out  in  our 
research  department,  colors  that  are  needed  in  this  market,  but  we 
can  not  see  our  way  clear  to  make  the  additional  investment,  which 
would  be  a  very  considerable  one,  to  go  ahead  and  produce  these  new 
products,  until  we  know  just  exactly  where  we  stand  on  this  pro- 
position. 

The  situation  in  Japan  was  also  spoken  of.  I  mentioned  that  a 
while  ago  because  I  was  in  that  market  also  for  a  number  of  months, 
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and  besides  the  business  depression  there,  one  of  the  largest  factors 
again,  as  in  the  case  of  Soutn  America,  was  the  bringing  m  of  a  very 
considerable  amount  of  German  dyes. 

Just  a  moment  a^o  the  representative  of  the  knit-goods  associa- 
tion was  testifying  nere,  ana  there  was  brought  to  my  mind  this 
thought  that,  according  to  our  investigations,  about  60  per  cent  at 
least  of  the  members  of  that  association  do  not  use  any  dyes.  At 
least,  that  was  true 

Senator  McLean.  What  did  you  say  there? 

Mr.  KiLLHEFFER.  That  60  per  cent  of  the  membership,  according 
to  our  best  knowledge  and  investigation,  of  this  hosiery  and  knit- 
goods  association  do  not  use  any  dyes. 

As  for  the  discussion  of  the  dyes  in  connection  with  the  hosiery 
and  knit-goods  industry,  to  the  best  of  my  knowledge  there  is  a 
negligible  quantity  of  that  dye  used  in  tne  hosiery  industry.  I 
think  they  use  some  silk  yarn  for  the  clocks  in  the  side  of  some 
hosiery,  but  outside  of  that  I  do  not  know  of  any  large  use  of  that 
dye  in  hosiery  or  underwear. 

Senator  McLean.  What  do  they  use  the  dye  for  mostly — silks  ? 

Mr.  KiLLHEFFER.  Silks,  stripes  in  shirtings,  upholsterv,  and  everv- 
thin^  that  must  stand  a  great  amount  of  light  or  ability  to  with- 
stand all  of  the  stronger  color-destroying  elements. 

The  statement  was  also  made  that  two  years  ago  we  said,  ''Give 
us  a  little  time  and  in  a  few  months  we  will  have  those  colors,''  refer- 
ring to  the  vat  dyes.  That  promise  has  been  fulfilled,  although  I 
think  the  inference  was  that  it  was  not.  There  are  two  companies 
now  producing  vat  dyes,  my  own  company  and  the  Du  ronts, 
producing  them  in  vei^  considerable  quantity. 

Senator  McLean.  Will  you  state  your  reasons  for  preferring  the 
embargo  to  a  high  tariff,  specifically  ? 

Mr.  KiLLHEFFER.  Our  rcasous  are  these :  If  a  tariff  were  made,  I 
think  we  are  all  agreed  it  would  have  to  be  very  high,  and  there  is 
one  other  point  in  that  connection,  and  that  is  that  the  same  tariff 
would  not  necessarily  apply  on  various  products  of  manufacture. 
One  tariff  might  apply  on  one  color  or  one  group  of  colors  and  be 
entirely  inadequate  on  another. 

Senator  Jones.  How  high  do  you  think  a  tariff  ought  to  be,  if  we 
concluded  to  adopt  a  tariff  rather  than  an  embai^oT 

Mr.  KiLLHEFFER.  I  would  Hot  prcsumc  to  give  a  figure  out  of 
hand.  Senator,  because,  as  I  say,  it  would  be  a  different  amount 
for  every  group  of  colors,  and  in  a  great  many  cases,  for  individual 
members  of  the  group,  and  it  would  certainly  be  something  that 
would  have  a  great  deal  more  difficulty  of  administration  than  any 
embargo,  under  a  list  that  would  give  importables  and  nonimportables 
where  everyone  woidd  know  b^orehand  just  what  he  could  bring 
in  and  what  he  could  not. 

Senator  Jones.  You  do  not  think  you  could  figure  it  out  on  the 
basis  of  having  a  tariff,  then,  that  would  protect  the  industry  ? 

Mr.  KiLLHEFFER.  I  think  it  could  be  figured  out;  yes. 

Senator  Jones.  Yes. 

Mr.  KiLLHEFFER.  But  it  would  be 

Senator  Jones.  Now,  you  have  just  remarked  that  a  tariff  would 
have  to  be  very  high  ? 

Mr.  KiLLHEFFER.  Ycs,  sir. 
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Senator  Jones.  The  reason  I  have  asked  the  question  was  to  get 
your  idea  of  what  that  would  be.  What  do  you  call  a  high  tariff  on 
these  articles  i 

Mr.  KiLLHEFFER.  Well,  on  some  colors  it  might  easily  be  1,000  per 
cent.     It  would  be  a  ridiculous  figure  on  some  things. 

Senator  McLean.  You  sav  you  are  in  a  position  to  enlarge  your 
plant  and  invest  new  capital  ? 

Mr.  KiLLHEFFER.  Ycs.  sir. 

Senator  McLean.  For  the  purpose  of  producing  new  colors  ? 

Mr.  KiLLHEFFER.  Yes,  sir. 

Senator  McLean.  That  I  understood  you  to  say  was  dependent 
upon  a  continuation  of  some  embai^o  ? 

Mr.  KiLLHEFFER.  Ycs,  sir. 

Senator  McLean.  Do  you  think  it  would  be  practicable  and  possible 
for  us  to  fix  a  tariff  that  would  insure  you  so  tnat  you  would  go  ahead 
with  your  plans  ? 

Mr.  E[iLLHEFFER.  Senator,  I  doubt  that  very  seriously.  I  think  the 
attitude  would  be  that  we  would  wait  and  see  how  the  tariff  worked. 

Senator  McLean.  How  it  worked  out;  yes. 

Senator  Jones.  What  colors  do  you  think  you  ought  to  have  1,000 
per  cent  protection  on  ? 

Mr.  Elillheffer.  Well,  there  are  several  colors.  There  has  been 
only  one  mentioned  here  to-day,  rhodamine,  where  the  prewar  price 
was  80  to  90  cents  per  pound,  and  it  now  sells  here  for  S8  and  $9. 

Senator  Jones.  Well,  that  is  an  essential  color,  isn't  it  ? 

Mr.  KiLLHEFFER.  Ycs,  sir. 

Senator  Jones.  And  in  general  use  ? 

Mr.  KiLLHEFFER.  Rhodamine  is  used  very  largely  in  the  silk 
industry,  and  is  also  used  to  a  considerable  extent  m  the  cotton, 
paper,  and  leather  industries  and  to  a  smaller  extent  in  the  woolen 
mdustry. 

Senator  Jones.  You  think  it  should  be  at  least  $9  a  nound? 

Mr.  KiLLHEFFER.  No,  I  do  not;  but  here  is  the  thing,  oenator:  The 
price  of  rhodamine,  for  example,  has  been  brought  down  from,  I 
think,  $75  to  S8  or  $9.  It  was  one  of  those  products  that  when 
people  began  to  produce  it  they  got  practically  no  yields  at  all. 
They  got  the  color,  yes;  but  no  yields,  and  then,  by  constant  study 
and  enort,  those  yields  have  been  increased  and  the  processes  per- 
fected, so  that  they  made  material  progress  in  those  few  years,  and 
we  are  very  hopeful  of  bringing  that  price  down  to  where  it  should  be. 
There  are  other  colors  where  we  have  not  been  able  to  bring  our 
prices  down  very 'much  more  than  in  the  case  of  rhodamine,  which 
18  an  exaggerated  example. 

Senator  McLean.  Then,  that  is  a  very  rare  situation,  is  it  not  ? 

Mr.  KiLLHEFFER.  It  is  an  exaggerated  example;  yes,  sir. 

Senator  Calder.  Would  you  nave  us  believe  that  there  are  any 
colors  that  cost  ten  times  as  much  to  manufacture  here  as  they  do 
in  Germany  ? 

Mr.  KiLLHEFFER.  Oh,  there  are  many  colors  that  cost  ten  times  as 
much  to  manufacture  now  as  in  Germany,  but  the  thing  that  con- 
trols the  situation  is  the  by-product  situation.  The  by-products 
that  you  get  in  the  manufacture  of  some  of  these  that  you  do  not 
know  what  to  do  with,  and  you  constantly  work  on  and  find  out 
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things  to  do  with  them.     There  is  the  question  of  yields  that  our 
chemists  are  working  at  continuously. 

Senator  Caldeb.  How  long  an  embargo  would  you  require  ? 

Mr.  Kjllheffer.  I  think  nothing  short  of  five  years.  We  asked 
for  that  length  of  time  before,  but,  as  I  stated  before,  instead  of 
receiving  it  have  had  instead  two  years  of  uncertainty.  If  we  would 
have  had  in  the  first  place  five  years  of  certain  protection,  I  believe 
it  would  have  been  a  comparatively  simple  matter  to  get  sufficient 
new  capital  into  the  industry.  Certainly  it  would  have  been  very 
much  easier  than  it  will  be  at  the  present  time. 

Senator  La  Follette.  How  much  capital  did  you  originally  put 
into  your  plant  in  cash  ? 

Mr.  Kjllheffer.  That  I  do  not  know,  Senator.  I  can  find  that 
out  for  you. 

Senator  La  Follette.  Do  you  not  know  approximately  ? 

Mr.  KiLLHEFFER.  Not  what  was  put  in  in  tne  b^nnin^:  no,  sir. 
We  have  an  investment,  in  all,  of  $8,000,000.  What  the  initial 
investment  was  I  do  not  know. 

Senator  La  Follette.  Do  you  know  what  it  was  stocked  at 
originally  ? 

Mr.  KiLLHEFFER.  No,  Sir;  I  do  not  know. 

Senator  La  Follette.  Do  you  know  what  the  statement  shows 
its  profits  to  have  been  last  year? 

Mr.  KiLLHEFFER.  In  the  year  1920  the  company  paid,  if  I  am 
correct,  12  per  cent. 

All  of  these  figures,  as  Mr.  Choate  stated.  Senator,  we  will  be  glad 
to  furnish  wth  the  other  manufacturers,  if  you  want  them.  I  have 
not  got  them,  because,  as  you  recall,  it  was  indicated  by  the  chairman 
that,  if  possible,  one  representative  ot  an  industry  was  to  be  heard, 
and  I  reallv  did  not  come  prepared  with  a  lot  of  information 

Senator  K\  Follette.  If  I  send  you  a  list  of  questions  to  answer, 
will  vou  file  your  answers  and  write  a  letter  in  response  so  that  they 
can  be  put  in  the  record  ? 

Mr.  KiLLHEFFER.  As  Mr.  Choate  says,  we  will  be  glad,  along  with 
the  other  industries,  to  file  information  with  the  committee. 

Senator  La  Folleite.  I  am  not  asking  you  with  regard  to  the 
other  industries;  but  will  you  be  willing  to  answer  those  questions, 
to  be  filed  with  the  committee? 

Mr.  KiLLHEFFER.  Senator,  the  reason  I  answered  your  Question  in 
that  way  is  this:  We  do  not  feel  that  it  would  be  "entirely  fair  for 
us  alone  to  file  information  that  might  get  into  the  hands  of  our 
competitor. 

Senator  I^a  Follette.  Mr.  Met/,  has  expressed  a  wUingness  to 
me  to  answer  these  questions  and  let  them  oe  printexl  as  part  of  the 
record  here,  and  I  have  furnished  him  with  a  copj'^  of  the  questions 
which  he  is  to  answer.  He  is  perfectly  willing  to  make  answers  in 
the  form  of  an  affidavit,  and  I  am  asking  you  if  you  are  willing  to 
do  the  same  thing. 

Mr.  KiLLHEFFER.  I  do  Hot  think  our  company  will  be  unwilling  to 
do  any  less. 

Senator  Ija  Folleti^e.  Do  you  think  your  company  mil  be  willing 
to  do  that  much? 

Mr.  Kjllheffer.  I  think  they  will. 


DYBS  EMBARGO.  743 

Senator  La  Follette.  I  will  send  you  a  letter  and  a  list  of  these 
questions. 

Mr.  KiLLHEFFER.  All  right,  sir. 

Senator  Dillingham.  I  did  not  understand  what  your  company  is. 

Mr.  KiLLHEFFER.  The  Newport  Co. 

Senator  Jones.  You  spoke  awhile  ago  about  bringing  down  the 
price  of  the  dye  you  mentioned  from  $75  a  pound  to  $S  or  $9  a 
pound.     How  did  that  dye  happen  to  get  to  tnat  price  of  S75  ? 

Mr.  KiLLHEFFER.  I  thmk  that  the  way  the  dye  got  to  that  terribly 
high  price  was  simply  because  of  its  great  scarcity,  and  I  think  when 
the  first  American  production  began  the  price  was  $75  or  $72,  or 
something  like  that.  I  am  not  sure  of  the  exact  figure,  but  it  was 
about  that  figure.  I  could  not  tell  you  exactly  how  long  it  was  before 
the  reduction  took  place,  but  I  think  that  the  records  will  show — I 
can  look  them  up  and  advise  you — that  it  was  almost  immediately 
that  the  price  was  pulled  down,  I  think,  first  to  $60.  My  recollection 
is  a  little  bit  hazy  on  that. 

Senator  Jones.  Had  not  that  price  gotten  up  to  that  point  because 
of  the  small  quantity,  or,  rather,  the  quantity  of  that  particular 
German  dye  in  this  country  which  was  controlled  by  speciuators  ? 

Mr.  KiLLHEFFER.  That  is  largely  true;  yes,  sir. 

Senator  Jones.  What  was  the  name  of  that  ? 

Mr.  KiLLHEFFER.  Rhodamiue  B.     It  is  a  very  bright  pink  dye. 

Senator  Jones.  Mr.  Witness,  a  number  of  people  have  oeen  willing 
to  protect  the  dye  industry  in  any  reasonable  way  because  it  has  been 
thought  that  by  having  that  industry  going  in  tins  country  the  plants 
might  be  used  in  time  of  war.  Is  it  necessary  for  that  purpose  that 
you  should  want  such  high  protection  for  tnese  so-called  complex 
dyes  ?  Would  not  the  plants,  even  if  you  did  not  manufacture  those 
dyes  where  you  sav  you  would  need  a  protection  of  a  thousand  per 
cent,  still  be  as  valuable  for  war  purposes  as  if  you  made  these  very 
hiehlpriced  dyes  ?  p    f  J' 

Mr.  KiLLHEFFER.  In  large  measure  they  would  not. 

Senator  Jones.  Why  not? 

Mr.  KiLLHEFFER.  B«cause  of  the  different  character  of  these  higher 
class  and  more  complex  dyes  which  reauire  in  large  measure  the  same 
kind  of  type  or  machinery  that  is  usea  for  otlier  purposes. 

Senator  Jones.  You  mean  to  say,  then,  that  it  would  be  more 
valuable  in  time  of  war  because  the  plant  would  be  increased  to  that 
extent,  do  you  ? 

Mr.  KiLLHEFFER.  It  would  be  a  plant  that  would  be  more  capable 
of  immediately  producing  the  materials  that  might  be  required 
because  they  had  in  its  regular  installation  the  apparatus  that  would 
be  required. 

Senator  Jones.  It  would  require  more  apparatus,  would  it  not? 

Mr.  KiLLHEFFER.  And  a  different  kind  of  apparatus;  yes,  sir. 

Senator  Jones.  Do  you  think  these  different  kinds  of  apparatus 
are  necessary  to  the  public  defense  ?  Would  vou  not  have  to  make 
different  kinds  of  defense  material  which  would  utilize  these  different 
kinds  of  installations  ? 

Mr.  KiLLHEFFER.  I  do  not  want  to  answer  something,  Senator, 
that  I  perhaps  am  not  qualified  to  answer;  but  what  I  had  in  mind 
was  that  in  the  manufacture  of  some  of  these  more  complex  dyes 
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where  you  would  use  high  high  pressure  apparatus^  aii  apparatus  of 
that  general  character  that  happens  to  be  tne  same  kind  of  apparatus 
that  would  be  used  for  the  manufacture  of  some  of  the  materials 
that  are  used  in  chemical  warfare. 

Senator  Jones.  Then  if  you  used  that  apparatus  in  chemical  war- 
fare you  would  not  use  the  other  apparatus,  would  you  ? 

Mr.  KiLLHEFFER.  Well,  I  am  not  so  sure  about  that.  I  am  not 
an  expert  on  explosives  and  that  character  of  products,  so  I  would 
perhaps  better  not  try  to  answer  your  question. 

Senator  Jones.  Do  you  have  a  different  process  for  each  different 
dye? 

Mr.  KiLLHEFFER.  There  are  certain  groups  of  dyes.  The  most 
common  group,  perhaps,  is  the  simple  azo  dyes;  and  for  that  group 
of  dyes  you  use  a  kina  of  apparatus  that  is  very  similar  for  a  whole 
number  of  dyes  in  that  group.  Then  you  go  into  other  groups  of 
dyes  where  you  have  an  entire  installation,  and  many  times  a  very 
expensive  installation  that  produces  one  dye  only. 

Senator  Jones.  Which  one  of  those  installations  would  be  used  in 
chemical  warfare  ? 

Mr.  KiLLHEFFER.  Both,  to  some  extent;  to  what  extent  I  am  not 
qualified  to  say. 

Senator  Jones.  Why  would  there  be  a  difference  in  cheniical  war- 
fare ?  Why  would  you  need  different  kinds  of  installation  in  chemi- 
cal warfare  ? 

Mr.  KiLLHEFFER.  For  the  reason  that  in  the  manufacture  of  the 
various  materials  which  are  needed  you  must  go  through  all  kinds  of 
chemical  operations,  nitrating  and  sulphonating,  and  aifferent  kinds 
of  operations. 

Senator  Jones.  What  I  am  getting  at  is  how  much  of  this  instal- 
lation  

Mr.  KiLLHEFFER.  Should  be  converted  ? 

Senator  Jones.  Would  be  converted,  naturally,  into  making  the 
conMUodities  or  chemicals  in  warfare  ? 

Mr.  KiLLHEFFER.  That  I  can  not  answer  of  my  own  knowledge, 
except  in  this  respect,  that,  as  I  stated  before,  in  a  plant  in  Germanv, 
the  Kalle  plant,  they  told  me  that  the  whole  plant  was  practically 
on  poison  gas,  and  they  make  a  whole  range  of  colors. 

Senator  Jones.  That  comes  to  practically  an  understanding  of 
what  I  am  trying  to  get  at.  They  do  not  make  different  kinos  of 
gases  in  one  installation  and  another  kind  of  gas  in  another,  do  they  ? 

Mr.  KiLLHEFFER.  Ycs,  sir;  they  did. 

Senator  Jones.  And  required  different  kinds  of  machinery? 

Mr.  KiLLHEFFER.  They  did;  yes,  sir. 

Senator  Jones.  How  many  lands  ? 

Mr.  KiLLHEFFER.  That  I  could  not  answer  definitelv,  as  a  matter 
of  fact,  because  I  do  not  know. 

Senator  Jones.  If  this  dye  embargo  is  put  on  for  that  reason  it 
strikes  me  that  the  committee  ought  to  have  some  definite  informa- 
tion regardinff  it.  There  are  several  hundred  different  kinds  of  colors 
manufactured  by  your  concern,  are  there  not  ? 

Mr.  KiLLHEFFER.  Ycs,  sir. 

Senator  Jones.  And  you  have  different  installations  for  different 
groups  of  those  colors  ? 

Mr.  KiLLHEFFER.  Ycs,  sir. 
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Senator  Jones.  How  many  different  groups  have  you  ? 

Mr.  Bjellheffer.  That  is  rather  difficult  to  answer;  perhaps  four 
or  five  groups,  or  maybe  even  six.  But  as  I  mentioned^  there  are 
many  individual  colors  that  require  an  installation  of  their  own. 

Senator  Jones.  An  independent  installation  ? 

Mr.  Kjellheffer.  Yes,  sir. 

Senator  Jones.  What  I  am  getting  at  is,  is  it  necessary  to  have  all 
those  installations  for  the  public  defense  ? 

Mr.  KiLLHEFFER.  It  would  be  very  difficult  for  me  to  say,  because 
that  would  be  controlled  entirely  by  what  the  nature  of  tne  defense 
would  be,  what  materials  were  going  to  be  used. 

Senator  Jones.  Take  the  ins  tafia  tion  for  this  particular  color 
which  seeins  to  command  a  very  high  price  here.  Is  not  that  installa- 
tion essential  in  chemical  warfare  ? 

Mr.  KiLLHEFFER.  It  could  be  used.  I  do  not  know  whether  it 
would  be  essential  or  not.     I  can  not  answer  that. 

Senator  Jones.  Do  you  not  think  that  it  is  important  for  the  com- 
mittee to  know  ?  ^ 

Mr.  KiLLHEFFER.  I  kuow  it  could  be  used,  because  it  is  a  character 
of  apparatus  that  is  used. 

Senator  Jones.  .Some  of  us  are  very  loath  to  put  the  country  to 
the  expense  of  paying  1,000  per  cent  on  a  commodity  which  you 
say  is  m  general  use. 

Mr.  KiLLHEFFER.  As  I  Stated,  though,  Senator,  I  mentioned  that 
particular  color  because  it  is  a  very  much  exa^erated  example. 

Senator  Jones.  Could  we  not  eliminate  aU  of  those  that  would 
require  such  a  high  protection  as  that?  Could  you  not  reach  a  con- 
clusion that  we  could  carry  on  chemical  warfare  without  the  installa- 
tions which  are  used  in  making  those  very  high-priced  articles  which 
would  require  1 ,000  per  cent  or  500  per  cent  protection  ? 

Mr.  EiLLHEFFER.  Not  very  well  and  have  a  completely  rounded  out 
industry. 

Senator  Jones.  We  are  talking  about  chemical  warfare. 

Mr.  KiLLHEFFER.  Yes;  but  this  is  the  point  I  mean  to  make:  You 
say,  Could  we  dispense  with  certain  installations,  such  as  for  this 

f)articular  color  ?  The  minute  we  begin  to  dispense  with  this  instal- 
ation  and  with  that  installation  the  effect  is  immediate  in  many 
cases  on  a  whole  line  of  colors,  because  often  what  is  a  by-product  of 
one  group  of  chemical  manufacture  becomes  raw  material  in  another^ 
and  the  more  uses  we  can  find  for  those  by-products  the  more  we 
are  able  to  re'duce  our  prices  all  along  the  line. 

Senator  Jones.  Is  this  color  that  we  have  been  referring  to  a 
by-product  ? 

Mr.  E^iLLHEFFER.  It  is  not  a  by-product;  it  is  made  from  the  same 
substance  that  is  used  in  a  whole  ^oup  of  other  dyes  and  chemicals. 

Senator  Sutherland.  Is  it  possible  for  you  to  tell  in  advance 
what  chemicals  may  be  needed  m  chemical  warfare  a  year  or  2  years 
or  5  years  or  20  years  hence  ? 

Mr.  KiLLHEFFER.  It  would  not  be  possible  for  me  to  tell. 

Senator  Sutherland.  They  are  making  changes  and  making  prog- 
ress every  day. 

Senator  La  Follette.  Was  the  Kalle  plant  built  over  for  the  pur- 
pose of  making  gas  ? 
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Mr.  KiLUiEFFER.  No,  sir.  There  was  a  great  deal  added  to  it. 
It  is  much  larger  now  than  it  was  before  the  war. 

Senator  La  Follette.  Is  it  making  color  largely  now,  or  is  it 
necessMy  to  reconstruct  it  somewhat  m  order  to  produce  color? 

Mr.  Kjllheffer.  No,  sir;  it  is  manufacturing  color  now.  It  was 
manufacturing  color  last  November  when  I  was  in  Germany. 

Senator  La  Follette-.  As  extensively  as  it  was  before  it  was  con- 
structed into  a  gas  plant  for  chemical  warfare  ? 

Mr.  KiLLHEFFER.  They  told  me  they  were  operating  about  60  per 
cent  of  capacity  at  that  time. 

Senator  Ija  Follette.  Of  their  former  capaltity  ? 

Mr.  KiLLHEFFER.  Ycs,  sir. 

Senator  Simmons.  How  many  colors  did  you  say  you  made  ? 

Mr.  KiLLHEFFER.  We  make  two  hundred  and  some  odd  colors. 

Senator  La  Folleti'e.  Your  company  is  one  of  the  largest  in  the 
coimtry,  is  it  not  ? 

Mr.  KiLLHEFFER.  Yes,  sir. 

Senator  SiImmons.  You  said  some  of  those  colore  would  require  a 
thousand  per  cent  protection  ? 

Mr.  KiLLHEFFER.  I  mentioned  one  as  an  exaggerated  example  and 
illustration  of  the  fact  that  it  would  be  very  difficult  to  name  tlie  rate 
of  duty  that  would  cover  us. 

Senator  Simmons.  On  how  many  of  those  colors  could  you  compete 
with  Germany  upon  the  basis  of  the  present  tariff? 

Mr.  KiLLHEFFER.  Do  you  mean,  Senator,  if  the  depreciated  ex- 
change question  were  eliminated  ? 

Senator  Simmons.  In  the  conditions  that  exist  now.  How  many 
of  those  colors  do  jrou  manufacture  in  competition  with  Germany 
upon  the  present  tariff  protection  ? 

Mr.  KiLLHEFFER.  My  own  belief,  Senator,  is  that  we  could  not 
compete  with  any. 

Senator  Simmons.  How  much  protection  would  you  have  to  have 
on  the  majority  of  your  colors  ? 

Mr.  KiLLHEFFER.  That  I  could  not  give  you  a  figure  on,  Senator, 
because  I  would  have  to  sit  down  and  figure  it  out 

Senator  Simmons.  On  how  many  of  them  would  you  have  to  have 
the  hi^  rate  of  protection  that  you  indicated  a  little  while  ago  ? 

Mr.  KiLLHEFFER.  I  think  we  would  have  to  have  that  on  very 
few — perhaps  one  or  two  out  of  the  whole  group.  That  is  just  an 
example. 

Senator  Simmons.  What  proportion  of  your  output  do  those  one 
or  two  that  you  speak  of  now  constitute  ? 

Mr.  KiLLHEFFER.  Very  small  indeed. 

Senator  Smoot.  How  many  pounds  do  you  make  of  it  ? 

Mr.  KiLLHEFFER.  The  production  of  rhodamine  would  be  perhaps 
100  pounds  of  the  concentrated  article  a  day;  something  like  that. 

Senator  Smoot.  Not  more  than  that  ? 

Mr.  KiLLHEFFER.  No,  sir.  That  would  be  only  in  our  plant,  of 
course. 

Senator  Smoot.  How  much  of  it  is  used  in  America  ? 

Mr.  KiLLHEFFER.  That  I  can  not  tell  you  offhand,  Senator. 

Senator  Smoot.  Less  than  a  thousand  pounds  a  dav,  is  it  not  ? 

Mr.  KiLLHEFFER.  No,  sir.  It  is  much  in  excess  of  that.  If  the 
price  were  down  to  where  it  was  in  prewar  days,  then  it  would  find 
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quite  an  extensive  use  in  the  paper  and  leather  and  other  industries 
who  now  can  not  afford  to  use  it. 

Senator  Smoot.  And  they  will  not  use  it  at  all  unless  it  comes 
down  in  price,  to  about  one-tenth  of  what  it  is  now. 

Senator  Simmons.  Suppose  you  eliminate  the  production  of  those 
particular  colors  altogether.  Would  that  interfere  with  your  oper- 
ating your  plant  upon  a  basis  of  profit  ? 

&^.  KiLLHEFFER.  If  we  had  to  abandon  the  manufacture  of  the 
higher  grade  colors 

Senator  Simmons.  That  is,  those  that  you  say  you  must  have  the 
higher  ranges  of  protection  on.  You  say  there  arejust  a  few  of  them. 
Suppose  you  haa  to  abandon  those  altogether.  Would  that  interfere 
very  materially  with  the  profits  of  your  operation  ? 

Mr.  KiLLHEFFER.  The  only  way  1  can  answer  that  is  this,  that  if 
we  had  to  abandon  one  or  two  of  those  products  I  do  not  think  that 
would  either  make  or  break  us;  no. 

Senator  Simmons.  You  said  there  were  only  one  or  two  of  them. 

Mr.  EjtLLHEFFER.  That  would  require  such  an  cxa^crated  amount  ; 
yes. 

Senator  Simmons.  If  you  had  what  you  would  call  reasonable  pro- 
tection  for  the  balance,  you  could  operate  without  including  those  at 
all  and  make  a  profit? 

Mr.  KiLLHEFFER.  I  think  we  could;  yes,  sir. 

Senator  Simmons.  Could  you  not  maKe  enough  profit  to  justify  you 
in  sustaining  some  little  losses  on  those  while  you  were  experimenting  ? 

Mr.  KiLLHEFFER.  Senator,  that  brings  to  the  fore  something  that 
we  are  doing  every  day.  I  dare  say  that  if  we  were  to  tell  you — we 
would  be  glad  to  show  it,  as  Senator  La  Follette  has  requested — if 
we  were  to  give  you  some  of  the  figures  on  some  of  the  new  products 
that  we  bring  out  you  would  be  astounded  and  be  rather  loath  to 
believe  they  were  true. 

Senator  Simmons.  The  point  I  am  trying  to  get  at  is  this:  You  are 
asking  for  an  embargo  because  you  say  that  it  will  be  necessary  for 
you  to  have  these  great  tariff  rates  to  protect  you  as  to  a  few  of  the 

f products  that  you  make.  Take  all  of  the  industries  of  the  country, 
f  those  few  products  that  require  such  high  protection  were  elim- 
inated altogetner,  the  industry  could  still  be  operated  at  a  good  profit 
with  a  reasonable  basis  of  protection  for  the  balance,  as  I  under- 
stand it. 

The  question  I  ask  is,  Could  not  the  industry  afford,  with  the  profit 
that  it  will  make  out  of  these  other  articles  in  the  dye  industry  upon 
which  they  can  operate  with  a  reasonable  tariff  protection,  to  incur 
losses  necessary  to  further  experimentation  for  the  purpose  of  estab- 
lishing more  permanently  and  upon  a  better  basis  the  manufacture  of 
these  exceptional  things  ? 

Mr.  KiLLHEFFER.  Senator,  that  is  exactly  what  we  are  doing  to-day. 

Senator  Smoot.  Let  me  ask  you  this  question:  Your  competitors 
in  Germany  are  doing  the  same  thing,  are  they  not  f 

Mr.  KiLLHEFFER.  Thcirs  have  been  gone  through  years  ago. 

Senator  Smoot.  Oh,  no.  You  go  into  their  works,  as  I  have  been 
in  the  Badische  Works.  I  remember  going  into  one  room  where  they 
had  27  chemists  that  had  been  there  for  24  years  working  upon  one 
article;  and  they  were  put  into  that  room  and  told  that  tney  did  not 
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want  them  to  do  anything  else  until  they  got  that  product  so  that  it 
was  commercial. 

Senator  Simmons.  And  they  were  paying  their  losses  out  of  the 
profits. 

Senator  Smoot.  Of  course  they  did. 

Mr.  Kjllhefper.  That  is  true,  Senator.  We  are  doing  exactly 
the  same  thing  but  with  this  important  difference.  A  lot  of  researcn 
that  they  have  long  ago  finished  is  still  new  material  to  us.  In  other 
words,  we  have  by  no  means  caught  up  to  the  Germans  in  our  re- 
search work. 

Senator  Smcmdt.  They  never  will  get  through  with  it.  The  busi* 
ness  is  one  eternal  evolution,  and  what  you  are  making  to-day  may 
in  five  years  be  worthless  on  the  market. 

Mr.  KiLLHEFFEB.  That  is  the  very  crux  of  the  situation. 

Senator  Smoot.  You  have  got  to  meet  that  the  same  as  any  other 
country  is  meeting  it  now,  and  are  going  to  meet  it  as  long  as  they 
are  in  this  business. 

Mr.  Ejllheffer.  That  is  the  very  crux  of  it.  We  have  a  large 
corps  of  research  chemists  all  the  time,  and  the  money  to  finance  the 
research  must  come  from  somewhere. 

Senator  Smoot.  Just  the  same  as  in  foreign  countries. 

Senator  McLean.  But  as  a  sound  business  proposition,  ^ou  dare 
not  take  the*venture  if  you  are  subjected  to  German  competition? 

Mr.  KiLLHEFFEB.  No,  sir.  Gentlemen,  if  you  or  I  personally  had 
so  large  an  interest  at  stake  we  certainly  could  well  anord  to  under- 
sell coi^letely  a  new  industry  if  we  could  eliminate  them  in  a  short 
space  of^time.  And  Germany  can  certainly  do  that  to  us.  I  know 
tnat. 

Senator  Smoot.  They  can  not  if  we  give  you  a  fair  protection; 
and  that  is  what  you  can  get.  If  we  give  you  the  American  valua- 
tion, which,  in  part,  at  least,  would  take  care  of  the  exchange  dis- 
crepancies, you  can  not  tell  me  that  you  can  not  compete.  It  would 
Erotect  over  90  per  cent  of  all  the  goods  of  that  kina  that  will  ever 
e  manufacturea  in  the  United  States,  and  the  other  10  per  cent  is, 
perhaps,  so  small  in  quantity  that  there  is  only  one  place  in  the  world 
where  it  would  be  necessary  to  make  them.  What  is  the  use  of  talk- 
ing about  putting  a  tariff  or  any  other  kind  of  a  rate  on  a  product 
that  the  wnole  United  States  will  not  use  a  thousand  pounds  of  a 
year,  unless  it  is  for  medicinal  purposes  ? 

Mr.  KiLLHEFFEB.  On  such  products  we  would  not  go  into  it  as  a 
sound  business  proposition.  We  would  not  attempt  to  manufacture 
them. 

Senator  Simmons.  You  think,  then,  because  of  these  few  articles 
that  you  can  not  produce  profitably  in  this  country  without  excessive 
rates  of  protection,  that  there  ought  to  be  an  embargo  that  will 
protect  not  only  those  but  the  things  that  you  can  produce  in  com- 
petition with  Germany  with  reasonable  protection  ? 

Mr.  KiLLHEFFEB.  No,  sir;  not  because  of  that. 

Senator  Smoot.  You  will  admit  that  Germany  had  never  sold 
her  chemicals,  as  a  whole,  at  a  loss  {  Ever  since  sne  has  been  in  the 
chemical  business  she  has  made  a  profit,  has  she  not  ? 

Mr.  KiLLHEFFEB.  I  am  not  so  sure  of  that. 

Senator  Smoot.  Do  you  not  follow  the  reports  ? 
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Mr.  KiLLHEPFER.  Yes;  but  I  personally  Iqiow  of  some  cases  where 
goods  were  sold  at  a  loss  to  eliminate  a  competitor. 

Senator  Smoot.  That  is  done,  of  course;  and  perhaps  you  would 
do  the  same  thing  if  you  were  in  her  position. 

Mr.  Kjllhepfer.  if  I  were  in  her  position  I  would;  and  that  is 
what  we  fear. 

Senator  Smoot.  In  the  United  States  more  than  likely  you  would 
do  that. 

Mr.  KiLLHEFPER.  That  is  what  we  fear  from  the  Germans.  We 
want  to  guard  against  it  if  possible  to  do  so. 

Senator  La  Follette.  That  is  what  you  strong  fellows  would  do 
to  the  weak  fellows  in  this  country  if  you  had  an  embargo. 

Mr.  KiLLHEFFER.  No,  sir;  we  could  not. 

Senator  La  Follette.  Why  could  you  not? 

Mr.  KiLLHEFFER.  Because  tnere  is  too  much  of  a  free  field.  There 
are  too  many  producers  of  the  base  materials. 

Senator  La  Follette.  It  depends  upon  the  power  of  capital  very 
largely.  You  could  sell  at  a  loss  if  you  could  eliminate  the  small, 
weak  competitors. 

Senator  Smoot.  For  instance,  one  of  the  men  testified  here  to-day 
who  had  $150,000  capital.  He  is  making  three  colors  of  green.  Do 
you  not  think  that  your  company  and  two  of  the  other  largest  com- 
panies, if  you  wanted  to,  could  drive  him  out  of  that  business  ? 

Mr.  KiLLHEFFER.  That  might  easily  be  possible. 

Senator  Smoot.  Yes;  verv  easy.     You  know  it  is. 

Mr.  KiLLHEFFER.  But  tuat  does  not  necessarily  follow  that  it 
would  be  done.  Senator. 

Senator  Smoot.  No;  nor  does  it  necessarily  follow  that  it  will  be 
done  on  the  other  side.  We  want  to  give  you  protection  against  it, 
but  not  an  embargo. 

Senator  McLean.  You  have  some  protection  in  this  country  in  the 
Sherman  Act. 

Senator  JoneS.  You  spoke  a  while  ago  about  your  trade  in  Japan. 
Is  it  your  idea  to  withdraw  from  all  foreign  trade  ? 

Mr.  KiLLHEFFER.  We  very  much  disUke  to  do  so,  but  it  has  every 
indication  at  the  present  time  that  we  will  be  compelled  to. 

Senator  Jones.  How  extensive  is  your  foreign  trade  now? 

Mr.  KiLLHEFFER.  It  has  dropped  very  materially  in  the  few  months 
of  this  year  from  what  it  was  in  1920.  There  was  a  product  mentioned 
here  a  day  or  two  ago,  Congo  red,  a  product  of  wnich  we  were  very 
large  manufacturers  and  which  was  exported  to  India;  but  that  is  a 
trade  that  was,  but  is  no  more. 

Senator  Jones.  Why  is  it  no  more  ? 

Mr.  KiLLHEFFER.  The  German  products  have  completely  elimi- 
nated us  up  to  the  present  time. 

Senator  Smoot.  On  quality  or  price,  or  both  ? 

Mr.  KiLLHEFFER.  On  price;  not  quality;  no,  sir. 

Senator  Jones.  Are  you  selling  those  articles  in  the  home  market 
at  the  same  price  you  nave  been  selling  them  abroad  ? 

Mr.  KiLLHEFFER.  Ycs,  sir. 

Senator  Jones.  In  every  case  ? 

Mr,  KiLLHEFFER.  Pcrhaps  not  in  every  case,  but  in  most  cases  the 
prices  have  been  about  the  same  here  and  abroad. 
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Senator  Jones.  If  you  have  no  foreign  trade  at  all  how  do  you 
expect  to  get  paid  for  what  you  send  abroad  ? 

Mr.  KiLLHEFFER.  That  is  one  of  our  chief  worries. 

Senator  McCumber.  Before  you  proceed  any  further  with  the 
testimony,  I  think  the  conunittee  owe  an  apology  to  the  TarifP  Com- 
mission for  keeping  them  here  all  day  waiting  to  be  heard.  They 
have  been  very  patient,  and  we  have  given  them  aicouragement  every 
few  minutes  that  we  would  call  upon  them,  but  it  is  getting  so  late 
now,  and  there  does  not  seem  to  be  any  end  to  this  testimony,  t^at  I 
think  it  but  fair  to  the  commission  to  say  that  we  wiU  excuse  them 
until  to-morrow  morning. 

Senator  Simmons.  And  hear  them  the  first  thing  in  the  morning  ? 

Senator  McCumber.  And  try  to  hear  them  the  first  thing  in  the 
morning. 

Senator  Smoot.  Are  we  not  through  with  the  embai^o  question  ? 

Senator  La  Follette.  Oh,  no. 

Mr.  KiLLHEFFER.  I  am  all  through,  Mr.  Chairman,  unless  somebody 
desires  to  ask  me  some  questions. 

Senator  McCumber.  Has  anyone  any  questions  that  they  desire 
to  ask  the  witness  ? 

(No  response.) 

There  will  be  no  further  testimony  this  evening,  and  there  are  no 
other  witnesses- 

Senator  La  Follette.  There  are  some  other  witnesses  here,  Mr. 
Chairman.     I  <^ave  you  a  list  of  them. 

Senator  McCui^iBER.  If  you  have  some  other  witnesses  we  can  just 
as  well  continue  until  5  o'clock. 

Senator  La  Follette.  Fifteen  minutes  is  not  any  time  in  which  to 
deal  with  this  question. 

Senator  McCumber.  I  know,  but  it  will  be  so  much  less  for  to- 
morrow, if  we  can  finish  to-morrow. 

Senator  McCumber.  State  your  name,  place  of  residence,  etc*. 

STATEMBNT  OF  SARL  J.  W.  BAGSDAI^E,  NOBBI8TOWN,  PA. 

Mr.  Ragsdale.  My  name  is  Earl  J.  W.  Ragsdale  and  my  residence, 
Norristown,  Pa. ;  my  business  is  the  die-casting  business,  which  means 
the  casting  of  nonferrous  metals  in  a  permanent  mold.  It  has  no 
relation  to  the  dye  industry. 

Senator  La  Follette.  Were  you  in  the  service  ? 

Mr.  Ragsdale.  Yes,  sir;  about  10  years  in  the  Regular  Army. 

Senator  La  Folleti'E.  What  was  your  rank  when  you  were  in  the 
Army,  or  what  rank  did  you  attain  ? 

Mr.  Ragsdale.  I  resigned  with  the  rank  of  lieutenant  colonel  of 
the  Ordnance  Department. 

Senator  La  Follette.  What  connection  did  you  have,  if  any, 
with  the  production  of  gas  or  chemical  warfare  ? 

Mr.  Ragsdale.  In  1916  Gen.  Crozier,  then  Chief  of  Ordnance,  sent 
for  me  to  come  to  his  office  as  an  assistant.  One  of  the  duties  that 
were  assigned  me  was  the  study  of  the  new  weapons  which  had  come 
up  in  the  course  of  the  war.  Trench  warfare  had  brought  out  a 
number  of  weapons,  including  gas,  with  which  we  had  no  familiarity, 
no  design,  or  any  knowledge  of  where  the  munitions  could  be  manu- 
factured in  this  country. 
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At  the  outbreak  of  the  war  Gen.  Crozier  assigned  to  me  a  section 
of  his  office,  known  as  the  trench  warfare  section. 

Senator  La  Follette.  Do  you  mean  at  the  time  of  our  entrance 
in  the  war  or  at  the  outbreak  of  the  European  war  ? 

Mr.  Ragsdale.  I  mean  at  the  time  of  our  entrance  into  the  war. 

Senator  La  Follette.  That  would  be  early  in  1917? 

Mr.  Ragsdale.  Yes,  sir.  Among  other  new  instruments  was  the 
use  of  chemicals.  I  had  made,  previous  to  our  entrance  into  the 
war,  a  small  study  of  the  chemicals  employed,  and  accumulated 
such  data  as  were  available  and  had  made  a  tentative  survey  of  the 
chemical  industry  in  general  of  the  country  and  .the  condition  which 
confronted  me  then  would  be  about  the  same  as  the  condition  which 
might  confront  the  Chief  of  the  Chemical  Warfare  Service  10  or  15 
years  from  now;  in  other  words,  the  condition  of  utilizing  those 
existing  industries  to  the  best  advantage  of  the  Army  and  the  Navy. 

Senator  La  Follette.  Those  were  industries  that  were  established 
in  peace  and  for  peace  conditions? 

Mr.  Ragsdale.  Yes,  sir;  and  which  had  not  adapted  themselves 
to  war  conditions. 

My  scope  did  not  include  that  of  explosives,  although  just  up  to 
the  time  we  entered  the  war  I  had  the  explosive  desk  as  well. 

Senator  La  Follette.  Now,  go  right  ahead  and  state  what  you 
found  the  conditions  to  be  and  how  rapidly  you  were  able  to  develop 
gases  for  chemical  warfare. 

Mr.  Ragsdale.  The  knowledge  that  poison  gas  had  been  used  on 
the  other  side  found  us  without  any  information  or  data  as  to  how 
such  were  used,  how  such  were  prepared,  nor  did  we  have  facilities 
for  investigating  them.  Without  awaiting  the  authorization  of 
chemical  laboratories  as  would  be  necessary  to  do  so,  we  utilized 
other  Government  agencies,  particularly  the  Bureau  of  Mines. 
This  bureau  assisted  us  in  rounding  up  those  manufacturers  of 
chemicals,  in  general,  which  might  be  of  assistance  to  us  in  the 
event  of  our  entering  the  war,  and  this  bureau  further  got  for  us  a 
list  of  names  of  chemical  engineers  whose  services  would  be  necessary, 
should  we  find  it  impossible  to  evade  the  issue,  namely,  the  war. 

The  information  which  came  to  me  was  entirely  sincere,  and  in 
the  light  of  perspective,  after  years  have  gone  by,  was  not  wholly 
true.  One  thing  which  impressed  me  was  that  we  did  have  a 
chemical  industry  of  which  we  could  take  pride  and  upon  which  the 
War  Department  could  rely. 

Senator  La  Follette.  You  speak  now  of  the  general  chemical 
industry  ? 

Mr.  Kagbdale.  Yes,  sir;  I  wish  to  make  that  later  very  clear. 

I  found  upon  slight  investigation  that  reference  was  made  to  the 
dyestuflFs  industry.  There  were  very  few  plants  in  this  country 
wnich  were  ecjuipped  to  make  dyestuffs.    On  the  other  hand,  our 

feneral  chemical  mdustry  was  very  capable.  I  found  at  Niagara 
'alls  a  chlorine  capacity  which  surely  was  greater  than  that  of 
England;  I  found  one  plant  there,  the  Hooker  plant,  with  a  capacity 
of  40  tons  of  chlorine  a  day.  There  were  two  other  chlorine  plants 
operating.  I  also  found  a  process  there  which,  to  my  minci,  now 
equals  or  is  better  than  any  other  process  of  manufacturing  chlorine 
in  existence.     So  my  origin«d  apprehension  about  the  manufacture 
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of  chlorine  was  not  borne  out  by  the  evidence  brought  in.  It  is 
interesting  also  to  note  that  we  did  not  use  any  of  this  capacity. 

Senator  La  Follette.  Why  not  ? 

Mr.  Ragsdale.  There  were  other  reasons — one  was  transporta- 
tion; second,  that  chlorine  was  used  more  or  less  as  an  intermediate 
in  the  manufactiu*e  of  toxic  gases.  That,  again,  involved  the  ques- 
tion of  transportation  of  higmy  concentrated  materials. 

It  was  also  considered  better  policy  to  concentrate  our  poison  ^as 
manufactiu*e  in  one  location,  wnere  we  would  have  it  under  entire 
military  control,  where  we  could  do  all  experimentation  that  we 
thought  necessary  mthout  spying  eyes. 

We  also  felt  it  was  necessary  that  the  complete  handling  of  these 
toxic  materials  be  under  the  same  head.  The  advantage  of  this  was 
afterwards  borne  out.  The  centralized  plant  was  at  Edgewood 
Arsenal.  I  conccti'ved  the  Edgewood  Arsenal,  and  it  was  built  under 
my  direction,  although  it  was  completed  and  amplified  later  under 
the  Chemical  Warfare  Service,  which  was  later  organized  in  the  early 
spring  of  1918. 

At  that  time  it  was  appreciated  that  the  chemical  side  of  warfare 
would  assume  a  far  greater  importance  than  any  of  us  had  ever 
imagined.  It  was  thought  best  to  remove  it  from  my  division,  where 
it  was  only  one  of  six  other  sections,  and  to  make  a  complete  service 
out  of  it. 

It  is  interesting  to  note  what  our  plans  were  at  Edgewood  Arsenal 
and  how  they  compared  to  the  capacities  of  the  other  nations.  My 
ofiginal  plan  was  for  300  tons  of  chlorine  a  day.  The  Secretary  of 
War  cut  this  to  125  tons  of  chlorine  a  day.  This  plant  was  built  for 
that  capacity. 

Anotner  plant  had  a  capacity  of  40  tons  of  phosgene.  The  com- 
plete capacity  was  never  realized,  although  I  understand  that  25  tons 
could  be  produced. 

We  had  a  capacity  of  from  15  to  25  tons  of  chloropicrin  a  day. 

As  this  committee  is  interested  in  the  dvestuff  manufacturmg, 
and  as  phosgene  is  the  chemical  which  I  chiefly  recognize  as  entering 
into  the  dvestuff  industry,  I  must  say  that  against  the  capacity  en 
40  tons  a  day  at  Edgewood  Arsenal,  I  would  hesitate  to  say  that  the 
entire  United  States  would  use  over  100  tons  of  pho8g;ene  a  year. 

I  would  like  to  go  back  to  how  I  found  the  dyestuflF  industry.  As 
I  have  said,  it  was  a  very  small  industry  in  this  country,  but  what 
we  did  find  was  not  encouraging  toward  the  production  of  toxic 
materials. 

As  I  look  back  over  my  organization  of  those  chemists  who  were 
personally  in  chai^ge  of  the  producing  imits  andimder  whose  direction 
the  various  materials  were  manufactured,  I  do  not  recall  the  name  of  a 
single  one  who  was  associated  with  the  dyestuff  industry  in  this 
country.  The  chemists  who  had  the  greatest  responsibility  were 
recruited  from  the  educational  institutions  and  from  the  lai^e 
chemical  manufacturers,  such  as  the  Du  Fonts,  Semet-Solvay,  and  a 
number  at  Niagara  Falls. 

I  have  been  noting  in  the  newspapers  the  comments  which  the 
facts  before  this  committee  have  provoked  and  contrasting  some  of 
the  statements  with  the  conditions  I  found. 

The  chemical  plant  at  Niagara  Falls  which  produced  phosgene  did 
so  under  compulsion,  true,  not  physical  but  moral.     The  correspond- 
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ence  files  of  the  trench  warfare  section  of  the  Ordnance  Department 
will  show  numerous  telegrams  urging  to  be  relieved  of  the  responsi- 
bility. 

The  Semet-Solvay  Co.,  after  looking  into  the  matter,  flatly  refused 
to  manufacture  either  phosgene  or  cmoropicrin. 

The  Stanford  Synthetic  (S)lor  Co.  was  in  a  bad  financial  way  and 
undertook  to  manufacture  chloropicrin.  Oflicers  from  my  office  had 
to  be  sent  there  to  not  only  take  charge  of  the  plant  but  to  work 
out  the  process. 

If  chemical  warfare  had  opened  up  to  our  young  dyestuff  industry 
such  a  wonderful  vision  as  now  appears,  I  should  have  expected  a 
more  willing  cooperation.  The  willingness  that  I  did  find  was  one 
of  pure  patriotism  rather  than  the  idea  of  entrenching  themselves  in 
an  industry  which  would  thrive  after  the  cessation  of  the  war. 

As  for  the  dyestuff  industry  being  regarded  as  a  potential  military 
strength,  it  unquestionably  is.  No  more  so,  however,  than  the  entire 
chenucal  industry  of  the  United  States.  This  industry  has  thriven 
in  the  past  and  was  very  strong  when  we  entered  the  war.  Personally 
I  am  still  interested  in  the  potential  military  strength  of  the  countrv. 
and  I  should  Uke  to  see  any  condition  brought  about  which  would* 
develop  this  indus^  as  a  whole  and  along  healthy  lines. 

Senator  Jones.  Would  it  interrupt  your  train  of  thought  if  I  were 
to  ask  you  what  percentage  of  the  chemical  industry  of  the  country  as 
a  whole  would  be  represented  by  this  dye  industry  if  it  manufactured 
all  the  dyes  that  this  country  could  use  ? 

Mr.  Ragsdale.  Senator  Jones,  I  would  not  be  in  a  position  to 
answer  that  line.  The  dyestuff  industry  has  enjoyed  a  remarkable 
impetus  during  a.nd  since  tlie  war,  and  a  great  deal  of  attention  has 
been  attracted  to  it.  It  has  been  given  a  great  deal  of  publicity,  and 
that  in  turn  must  have  attracted  capital.  So  that  while  our  dyestuff 
industry  at  the  outbreak  of  the  war  was  almost  a  negligible  percentage 
of  the  total  chemical  industry,  it  has  unquestionably  assumed  a  pro- 
portion of  the  total  chemical  industry  which  we  can  not  overlook. 

Senator  McLean.  Did  you  have  the  benefit  of  the  experience  of  the 
Allies  in  the  war  to  anv  extent  ? 

Mr.  Ragsdale.  That  depends  upon  the  time.  Prior  to  our  en- 
trance into  the  war  we  had  no  cooperation  from  our  Allies. 

Senator  McLean.  You  did  not  need  it  ? 

Mr.  Ragsdale.  No,  sir.  We  had  agents  and  officers  abroad  who 
furnished  us  with  such  information  aswe  had,  which  was  very  meager. 
As  soon  as  we  entered  the  war  the  French  dispatched  to  this  country  a 
very  able  officer  and  later,  at  my  request,  two  British  chemical  manu- 
facturers came  to  this  country  and^eatly  assisted  us 

Senator  McLean  (interposmg).   lou  followed  their  advice? 

Mr.  Ragsdale.  In  the  mception  of  what  later  developed  into  the 
Edgewood  Arsenal.    As  to  the  production 

Senator  La  Follette  (interposing).  Were  they  dye  manufactur- 
ers or  general  chemical  manufacturers  i 

Mr.  Ragsdale.  None  of  them  were,  sir.  They  had  had  their  ex- 
periences primarily  during  the  war. 

As  for  the  quantities  i;mich  we  had  in  mind,  we  determined  that 
ourselves. 

Senator  McLean.  Oh,  certainly. 
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Mr.  Ragsdale.  And  I  must  say  that  they  thought  we  were  nothing 
short  of  crazy.  Our  plans  were  to  have  a  toxic  gas  program  which 
would  equal  that  of  Germany,  plus  that  of  France  and  England. 
We  plotted  a  chart  showing  from  the  first  use  of  gas  how  thi  per- 
centage of  gas  shell  had  increased  and  the  percentage  of  toxic  mate- 
rials in  general,  and  we  merely  exterpolated  that  curve  and  then  went 
some  over  it. 

Their  criticism — referring  to  our  AUies — of  this  enormous  plant  did 
not  recur  when  we  commenced  shipping  at  their  urgent  request  toxic 
materials  to  both  England  and  France. 

Senator  McLean,  out  in  organizing  your  plant  for  the  purpose  of 
fmnishing  toxic  materials,  you  had  the  advice  of  the  English  and 
French  representatives  1 

Mr.  Raosdals.  Yes;  we  sought  that  advice. 

Senator  MoLean.  You  sought  it  and  you  followed  it.  Now,  it  is 
unnecessary  to  remark  that  if  we  had  been  isolated  and  could  not  have 
had  that  assistance  we  would  have  been  at  something  of  a  handicap, 
but  never  mind  that.     When  did  you  say  you  entered  the  service  ? 

Mr.  Ragsdale.  In  1910. 
'    Senator  McLean.  And  how  long  were  you  in  the  service  ? 

Mr.  Ragsdale.  A  little  over  nine  years. 

Senator  McLean.  When  did  you  leave  the  service? 

Mr.  Ragsdale.  I  left  it  in  1919. 

Senator  McLean.  Is  this  organization  carried  on  now  J 

Mr.  Ragsdale.  It  is;  imder  the  name  of  the  Chemical  Warfare 
Sei-vice. 

Senator  McLean.  And  you  are  not  in  the  service  now? 

Mr.  Ragsdale.  No,  sir;  I  have  no  connection  with  the  service. 

Senator  Smoot.  What  is  your  present  occupation  ? 

Mr.  Ragsdale.  I  am  a  manufacturer  of  castings  of  nonferrous 
metals. 

I  have  no  interest  in  either  side  of  this  controversy  except  my 
natural  interest  that  the  military  strength  of  the  countr]r  be  not  im- 
paired, but  I  am  also  interested  that  ite  finances  be  not  impaired. 

I  would  like  to  answer  your  question.  To  get  back  about  our 
advisers  from  abroad,  two  of  those  advisers  were  purely  of  a  military 
nature.  One  adviser  arrived  after  our  plans  for  the  manufacture  of 
chloropicrm  had  been  completed,  and  he  gave  us  many  points  which 
were  helpful. 

The  majority  of  our  technical  information  came  through  those 
officers  associated  with  our  chemical  industry  and  educational  insti- 
tutions of  this  country,  and  from  my  associating  with  them  I  know 
their  minds,  in  which  the  Nation  can  take  pride,  and  I  know  they  were 
actuated  by  the  purest  motives  of  patnotism  and  accomplished  a 
great  deal  in  a  short  time. 

Senator  La  Follette.  How  much  advantage  would  you  derive 
for  the  chemical  warfare  in  the  future  by  the  establishment  of  the 
dye  industry  in  this  country,  taking  into  account  the  very  large  and 
complete  equipment  which  the  country  has  in  general  chemical  pro- 
duction ? 

Mr.  Ragsdale.  My  knowledge  of  chemical  warfare  leads  me  to 
believe  that  it  is  not  in  a  crystfitlized  state.  I  have  a  greater  knowl- 
edge of  ordnance. 
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During  the  war  little  really  phenomenal  ordnance  came  forth. 
Everythmg  that  came  out  was  a  development  step  by  step  and  a 
lofflcal  development  on  what  had  gone  before. 

I  thmk  chemical  warfare  has  an  enormous  future.  If  I  were  again 
to  associate  myself  with  the  service  I  shoidd  prefer  to  go  into  that 
branch.  I  thiuk  warfare  of  the  future  will  rely  more  and  more  on 
chemicals,  but  I  also  think  that  we  to-day  have  no  idea  of  the  form 
in  which  chemical  warfare  of  10  or  15  years  hence  will  take  than  we 
have  whether  war  will  be  abolished  or  not.  On  the  other  hand, 
ordnance  has  been,  as  I  have  said,  a  logical  development.  When  the 
Germans  opened  up  with  the  75-mile  gun  on  Paris  we  found  that 
Gen.  Crozier  had  fired  a  gun  with  a  velocity  in  1906  which  would 
have  given  almost  like  range.  It  was  not  new  to  ordnance  engineer- 
ing; I  mean  it  was  not  beyond  their  conception. 

The  conception  of  a  chemical  warfare  or  toxic  materials  used  in 
warfare  was  certainly  beyond  our  stretch  of  imagination  in  itself.  We 
refused  to  believe  the  first  reports  that  came  in  that  the  Germans  had 
used  chlorine. 

In  the  brief  history  of  chemical  warfare  it  has  undergone  such 
changes  and  so  many  new  developments  have  been  brought  out  that 
I  would  hesitate  to  predict  in  which  way,  manner,  or  form  the  future 
use  of  chemicals  will  take. 

Senator  La  Follette.  How  about  our  development  in  that 
respect  compared  with  that  of  the  Germans  ? 

Mr.  Raqsdale.  We  followed  her. 

Senator  McLean.  How  do  you  know  that  some  chemists  in  a  dye 
factory  wiU  not  discover  the  controlling  gas  in  the  futiure  i 

Mr.  Ragsdale.  It  is  very  possible  he  would,  sir. 

Senator  MoLean.  I  imderstand  you  to  say  that  you  did  not  think 
the  dye  industry  was  of  any  consequence. 

Mr.  Ragsdale.  I  spoke  of  the  past. 

Senator  McLean.  We  are  figiurmg  on  the  present  and  on  the  future. 

Mr.  Ragsdale.  I  would  not  assume  that  the  inventor  of  the  key- 
note of  chemical  warfare  would  come  from  the  dye  industry  any  more 
than  he  would  come  from — ^well,  the  tannery  interests  or  something 
else.  I  think  the  chances  are  more  likely  that  he  would  come  from  an 
educational  institution,  which,  of  course,  is  again  dependent  upon  the 

f;eneral  chemical  needs  of  the  country,  because  if  we  have  no  needs 
or  chemists  we  will  have  no  chemical  institutions. 

It  is  remarkable,  in  speaking  of  these  discoveries  of  the  key  gas, 
and  it  rims  through  the  entire  nistory  of  warfare,  that  there  has  not 
been  yet  anything  invented  that  has  not  a  counter  instrument. 

Senator  La  Follette.  For  defense  ? 

Mr.  Ragsdale.  For  defense;  even  the  submarine.  We  found  the 
instrument  was  expensive,  but  we  also  found  that  we  could  keep  the 
submarines  down. 

I  think  in  the  history  of  warfare  the  submarine  enjoyed  probably 
for  the  longest  period  of  time  a  free  field. 

Senator  Smoot.  Are  you  a  chemist  yourself  ? 

Mr.  Ragsdale.  No,  su*;  I  am  not.. 

Senator  Smoot.  The  chlorine  plant  at  Niagara  Falls  existed  before 
Europe  went  into  the  war  ? 

Mr.  Ragsdale.  Yes,  sir;  the  Hooker  plant  at  Nic^ara  was  built  a 
good  many  years  before  we  went  into  tne  war.    It  is  true  they  did 
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not  make  chlorine  sbs.  They  made  bleach  and  they  had  a  very  good 
process  and  had  done  a  great  deal  in  that  direction.  The  use  of 
chlorine  was  then  becoming  greater  and  greater,  owins  to  its  exten- 
sive employment  in  sanitary  engineering,  such  as  chlorinating  of 
water  and  sewage,  and  it  was  used  either  in  its  liquid  form  or  as 
bleach. 

Senator  Jones.  If  I  ^et  the  drift  of  your  testimony,  it  is  about 
this,  is  it  not — that  while  the  chemical  forces  engaged  m  the  dye  in- 
dustry would  probably  be  valuable  in  the  time  of  warfare,  there  is  no 
reason  to  suppose  that  they  would  be  more  valuable  than  chemical 
organizations  engaged  in  other  lines;  is  that  your  thought? 

Mr.  Raqsdale.  1  should  hesitate  to  saj  this  is  greater  than  that, 
because  the  chemical  warfare  of  the  service  mightlean  more  heavily 
on  one  phase  of  the  industry  than  on  the  other.  I  will  grant  you 
that  the  traininjg  of  a  chemist  in  the  dye  industrv  is  a  severe  one,  and 
one  which  fits  hun  to  imdertake  the  research  work  which  is  so  essential 
to  the  improvement  of  existing  chemical  weapons  or  the  invention  of 
new  ones.  But  I  mean  to  inter  that  emphasis  should  not  be  placed 
on  the  dvestuff  industry  rather  than  on  any  of  the  other  mimifold 
phases  oi  the  chemical  industry. 

Senator  Jones.  That  is  what  I  was  wanting  to  bring  out.  I 
assume  that  that  was  your  notion;  in  other  words,  that  there  are  other 
chemical  orjganizations  engaged  in  other  lines  which  you  think  would 
be  as  valuable  in  chemicalwarfare  as  the  dye  industry  organizations. 

Mr.  Raosdale.  Yes,  sir.  In  other  woras,  if  there  were  given  to 
my  cotitrol  funds  to  subsidize  industries  for  their  potential  military 
strength,  I  would  certainlv  be  subjected  to  severe  criticism  if  I  placed 
it  in  any  one  phase  of  tne  chemical  industry,  be  it  dyestuff,  be  it 
sugar,  be  it  any  other  thing.  It  is  quite  conceivable  that  the  by- 
product of  sugar  manufacturing  or  some  other  manufacture  may  be 
the  raw  material  from  which  uiis  key  gas  the  Senator  has  spoken 
about  is  ultimately  derived.  I  know  that  during  the  war  we  under- 
stood that  the  Germans  were  making  a  terrible  gas  which  would 
penetrate  our  gas  masks  and  have  a  terrible  effect,  and  they  were 
making  it  from  the  seed  of  some  rare  plant  in  Venezuela.  We  after- 
wards found  out  there  was  nothing  in  it.  But  still  it  was  so  con- 
ceivable at  that  time  that  a  corps  of  chemists  were  put  on  the  trail 
of  this  information  to  find  out  wnether  there  was  any  truth  in  it. 

Senator  Sutherland.  To  what  branch  of  the  chemical  industrv 
would  5^ou  go  to  get  the  most  highly  skilled  chemists  in  the  world 
to-day,  if  you  were  looking  for  them  ? 

Mr.  Raosdale.  I  think  that  would  provoke  interprofessional  strife. 

Senator  Sutherland.  I  want  to  get  your  opinion  about  it. 

Mr.  Ragsdale.  I  do  think,  though,  that  the  dyestuflF  industry 
requires  chemists  of  as  great  ability  as  any  other  phase  of  the  general 
chemical  industry. 

Senator  Sutherland.  Have  you  anv  knowledge  as  to  where  the 
Germans  drew  most  largely  for  their  chemical  skill  with  reference  to 
the  manufacture  of  these  noxious  gases  that  they  used  ? 

Mr.  Raosdale.  Of  course,  the  dyestuff  industry  played  a  larger 
proportion  of  the  German  chemical  industry  than  it  did  with  us  or 
does  with  us  now. 

Senator  Sutherland.  That  is  only  due  to  the  fact  that  our  dye- 
stuff  industry  is  comparatively  undeveloped} 
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Mr.  Raosdaub.  Yes,  sir;  so  that  it  would  be  natural  that  a  larger 
proportion  of  the  chemists  whose  activities  were  diverted  to  militaiy 
lines  should  come  from  the  dyestuff  industry  than  did  obtain  in  this 
country. 

Senator  Smoot.  Who  were  the  men  who  actually  worked  out  the 
f ormulsB  for  the  poisonous  gases  used  by  America  in  warfare  ? 

Mr.  Raosdale.  The  actual  formul»,  or,  more  properly  speaking, 
analyses  of  the  gases  which  we  originally  used  came  from  abroad. 
Our  agents  and  officers  sent  us  that  mformation. 

Senator  Smoot.  Did  they  come  from  the  dyehouses  or  chemical 
concerns  or  from  officers  of  the  French  or  English  armies  ? 

Mr.  Raosdale.  The  two  gases  used  most  largely,  being  phosgene 
and  chloropicrin,  were  used  by  the  Germans,  and  phosgene  and 
chloropicrin  were  known,  although  sparingly  known,  in  this  country; 
and  then  it  devolved  upon  us  U>  work  out  a  process  for  the  manu- 
facture of  these  in  the  United  States. 

Senator  Smoot.  You  mean  the  officers  of  the  Army  ? 

Mr.  Raosdale.  I  mean  the  officers  of  the  Army. 

Senator  Smoot.  And  did  they  work  that  out  ? 

Mr.  Raosdale.  They  worked  the  process  out  by  themselves,  and 
the  phosgene  was  first  produced  at  the  plant  of  the  Oldbury  Chemical 
Co.  at  Niagara  Falls.  . 

Senator  Smoot.  Was  that  produced  before  we  went  into  the  war  ? 

Mr.  Raosdale.  I  think  it  was  shortly  afterwards. 

Senator  Smoot.  You  did  not  furnish,  then,  our  allies  with  any 
phosgene  ? 

Mr.  Raosdale.  We  did  not,  sir;  not  before  we  entered  the  war. 

Senator  McLean.  You  mean  that  the  military  men  worked  out  the 
formulae  ? 

Mr.  Raosdale.  I  mean  those  chemists  who  were  thrown  into  the 
military  service  worked  out  those  formulae.     They  were  not  difficult. 

Senator  McLean.  They  had  the  benefit  of  the  experience,  of 
course,  of  the  chemists  of  the  Allies  ? 

Mr.  Raosdale.  They  were  trained  chemists.  We  had  the  formulae 
for  both  chlorpicrin  and  phosgene  worked  out  and  production  methods 
drawn  up  before  we  had^any  information  from  abroad. 

Senator  Jones.  Those  gases  used  in  that  warfare  were  known  gases 
before  the  war,  were  they  ? 

Mr.  Raosdale.  Yes,  sir;  they  were  recognized.  Phosgene  had 
been  used  in  the  dye  industry  and  is  still  used  in  the  dye  mdustry. 
I  do  not  know  any  commercial  use  for  chlorpicrin.  There  is  one  or 
two  uses,  but  I  am  not  acquainted  with  them. 

Senator  Jones.  Then,  there  was  no  discovery  of  a  new  gas  for  the 
war? 

Mr.  Raosdale.  I  was  going  to  continue  my  argument,  that  after 
the  Chemical  Warfare  Service  was  created  ana  Gen.  Sibert  was 
put  in  charge  of  that  as  a  separate  service  my  further  connection 
with  it  was  purely  one  of  personal  interest,  and  I  followed  it  as  closely 
as  I  could  as  an  interested  audience  rather  than  actualljr  participating 
in  theic  activities.  So  that  I  am  not  thoroughly  familiar  with  the 
developments  which  came  just  prior  to  the  armistice.  I  understand 
these  developments  were  very  praiseworthy,  and  that  the  work 
which  had  been  inaugurated  earlier  had  come  to  some  fruition.  But 
I  can  not  speak  of  the  newer  gases. 
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Senator  La  Follette.  May  I  ask  your  opinion  of  this  statement? 
Dr.  Reese,  director  of  the  E.  I.  du  Pont  Co.,* said,  before  the  annual 
convention  of  the  Cotton  Manufacturers'  Association,  May,  1918: 

There  has  also  been  much  talk  in  the  papers  with  regard  to  the  wonderful  advantaro 
Germany  had  on  account  of  her  extensive  dye  industry,  in  that  she  could  immediately 
turn  all  the  great  dye  plants  into  munition  factories. 

I  do  not  consider  tiiat  the  presence  of  the  factories  themselves  was  a  matter  of  vezv 
great  importance  to  the  Germans.  It  might  have  been  an  important  factor  in  a  smau 
war,  but  the  requirements  for  this  great  war  have  been  such  that  their  mere  existence 
have  been  a  very  small  &ctor. 

What  do  you  think  of  that  statement  ? 
.  Mr.  Raqsdale.  I  could  not  very  well  contradict  it,  because  it  was 
practically  the  argument  on  which  I  based  my  request  to  have  fimds 
appropriated  for  the  Edgewood  Arsenal,  tnat  even  the  chemical 
industries  of  this  country  were  not  adequate  to  take  care  of  the 
enormous  needs  for  chemicals  as  I  then  foresaw  them;  and  I  think 
that  was  imquestionably  true  of  Germany,  although  Germany  did 
more  intensive  developing  in  an  industrial  way  than  we  did.  What 
I  mean  is,  with  the  capacity  for  minuteness  that  the  Germans  unques- 
tionably have,  they  could  go  into  a  garage  and  make  munitions. 
We  are  not  psychologically  so  situated;  when  we  want  to  make 
munitions  we  nave  to  nave  the  proper  plant  and  appliances,  and  we 
have  to  do  it  ri^ht.  So  that  in  Germany  I  think  they  utilized  their 
small  plants  to  lar  greater  advantage  than  we  did. 

Senator  La  Follette.  Mr.  Ragsdale,  do  you  think  you  can  get 
through  your  testimony  to-night,  or  do  you  prefer  to  go  on  to-morrow  ? 

Mr.  Raqsdale.  Yes,  sir;  I  thmk  I  can  finish  this  evening.  I  have 
prepared  nothing  for  this  committee.  I  was  merely  requested  to 
come  up  here  to  give  the  committee  the  benefit  of  my  information. 

Senator  La  Follette.  If  he  has  finished,  that  is  ail. 

Senator  Sutherland.  Which  of  those  gases,  phosgene  or  chlor- 
picrin,  do  you  consider  the  most  efficacious? 

Mr.  Raqsdale.  Phosgene  is  unquestionably  the  most  deadly 
material  there  is. 

Senator  Sutherland.  That,  you  say,  was  used  largely  in  the 
developing  of  the  dye  industry,  was  it  not  ? 

•  Mr.  Raqsdale.  i  es,  sir;  that  was  known  in  the  dye  industry  and 
used  in  the  dye  industry. 

Mr.  Metz.  Sixty-four  tons  were  used  last  year  in  Germany. 

Senator  Sutherland.  But  they  had  to  study  that  gas? 

Mr.  Raqsdale.  Yes,  sir.  We  found  people  m  this  country  who 
knew  how  to  make  phosgene,  but  they  did  not  know  how  to  make 
it  d,t  the  rate  of  40  tons  a  day.  That  was  the  problem  which  con- 
fronted us.     We  could  make  3  tons  a  day  at  Niagara  Falls. 

Senator  Sutherland.  If  you  had  not  known  about  the  gas  and 
how  to  make  it,  you  could  not  have  made  it  even  in  small  quantities  ? 

Mr.  Raqsdale.  No,  sir;  and  naturally  much  less  a  large  quantity. 

Senator  La  Follette.  I  think  that  is  all.  Colonel.  ^  Mr.  Chair- 
man, I  desire  to  introduce  into  the  record  at  this  point  extracts 
from  the  address  of  Dr.^  Reese,  from  which  I  just  read,  and  also  a 

2 notation  from  the  United  States  Department  of  Commerce,  and 
Lso  a  statement  made  by  Dr.  B    C.  Hesse,  an  eminent  American 
chemist  before  the  Franklin  Institute.  November  6,  1919,  and  I 
hand  it  to  the  reporter. 
The  Chairman.  The  statement  will  be  printed  as  requested. 
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(The  matter  referred  to  is  as  follows:) 

Dr.  Reese,  director  of  E.  I.  du  Font  de  Nemours  &  Co.,  said  before  the  annual 
convention  of  the  Cotton  Manufacturers*  Association  in  May,  1918: 

"There  has  also  been  much  talk  in  the  papers  with  tegard  to  the  wonderful  advan- 
tage Germany  had  on  account  of  her  extensive  dye  industry,  in  that  she  could  imme- 
diately turn  all  the  great  dye  plants  into  munition  factories. 

'*  I  do  not  consider  that  the  presence  of  the  factories  themselves  was  a  matter  of  verv 
great  importance  to  the  Germans.  It  might  have  been  an  important  factor  in  a  smaU 
war,  but  the  requirements  for  this  great  war  have  been  such  that  their  mere  existence 
must  have  been  a  very  small  factor. 

"However,  the  real  assistance  that  Germany  obtained  from  the  existence  of  these 
factories  came  from  the  chemical  organizations  which  they  maintained.  As  this  war 
has  become,  in  a  sense,  a  chemical  war,  these  chemical  organizations  in  the  German 
Stories  have  been  able  to  assist  the  Government  very  materially  in  its  ptrosecution. 

"Now,  what  were  the  conditions  in  this  country?  There  was  no  dye  industry  of 
any  great  magnitude,  but  there  was  a  well-oiganized  explosive  industry  with  a  well- 
organized  chemical  organization.  I  might  say  that  at  the  beginning  of  the  war  the 
du  Pont  Co.  had  in  the  neighborhood  of  400  chemists  in  their  employ,  many  of  whom 
were  functioning  along  the  lines  above  indicated. 

"The  first  effect  of  me  Great  War  was  to  call  upon  this  organization  to  meet  prob- 
lems which  seemed  to  be  almost  as  insolvable  as  those  presented  by  the  dye  situation, 
since  many  of  the  raw  materials  necessary  for  the  manufacture  of  munitions  had  been 
secured  in  Europe,  just  as  the  dyes  had  been. 

"This  organization,  however,  was  able  to  meet  the  situation  in  such  a  short  time 
that  the  want  of  these  materials  did  not  occasion  a  day's  delay  in  the  production  of 
powder.  One  of  these  materials,  diphenylamine,  which  is  an  intermediate  in  the 
manufacture  of  dyestufEs,  was  produced  on  a  lar^e  scale^  and  three  separate  and  dis- 
tinct processes  were  developed  for  its  production.  Dimethylaniline,  another  dye 
intermediate,  was  necessary  for  the  production  of  tetranitromethylaniline,  commonly 
called  tetr^rl,  and  had  to  be  produced,  and  a  satisfactory  process  for  its  production  was 
developed  in  ample  time,  as  w^l  as  for  the  production  of  tetryl. 

"These  accomplishments  gave  courage  and  confidence  to  the  chemists  of  the  du 
Font  Co.,  and  from  the  fact  mat  this  oiganization  was  manufacturing  and  using  all  of 
the  basic  raw  materials  necessary  for  the  manufacture  of  dyes,  namely,  sulphuric 
acid,  nitric  acid,  benzol,  toluol,  zylol,  naphthalene,  nitrobenzol,  aniline,  and  picric 
acid,  it  was  perfectly  natural  to  consiaer  the  possibility  of  entering  this  great 
industry." 

The  United  States  Department  of  Commerce  in  its  report  for  October,  1920,  says: 

"With  the  return  of  peace  it  is  evident  that  whatever  the  demand  for  dyes  made 
in  Germany  may  be,  that  country  will  never  r^eain  its  lost  supremacy  in  the  world 
trade  in  dyestufls.  *  *  *  The  United  States  has  abundant  coal  to  supply  the  raw 
materials  for  making  aniline  dyes.  Private  capital  has  been  supplied  as  fast  as  it 
could  be  utilized  in  establishing  scores  of  factories  and  in  training  skilled  operatives 
and  chemists  for  actual  and  experimental  work  on  a  Isage  scale.  There  has  been  an 
increasing  tendency  since  1916  to  centralize  or  consolioate  th^  domestic  enterprises 
in  order  to  cut  overhead  expense,  utilize  all  by-products,  and  reduce  the  pnce  of 
finished  dyes.  This  has  not  only  increased  production  but  has  developed  the  for- 
eign trade,  as  shown  by  the  wide  distribution  of  American  aniline  dyes  exported  in 
the  calendar  years  of  1918  and  1919.  *  *  *  The  world-wide  shortage  of  dyestufis 
and  the  ^wmg  demand  for  both  quality  and  variety  of  such  materials  offer  every 
opportumty  to  extend  the  foreign  market  for  American  colors.  *  *  *  Germany, 
it  IS  now  conceded,  will  not  be  the  strenuous  competitor  she  was  formerly  in  the 
forei^  trade.  Switzerland  is  the  only  country,  other  than  the  United  States,  now 
making  aniline  colors  sufiBcient  to  meet  its  own  requirements  and  able  to  export  on 
a  laige  scale,  and  the  Swiss  are  dependent  on  other  countries  for  the  raw  materials.'' 

Dr.  B.C.  Hesse,  an  eminent  American  chemist,  thoroughly  familiar  with  the  situa- 
tion, who  was  chairman  of  a  committee  of  the  American  Giemical  Society  in  1916 
which  made  recommendation  for  protective  rates  very  similar  to  those  finally  approved 
in  the  present  Hill  bill,  and  who  is  now  an  advocate  of  licensing,  said  before  the 
Franklin  Institute  on  November  6^  1919: 

*'  To  particularize:  In  the  explosives  industry  the  coal-tar  portion  is  very  simple,  the 
testing  out  of  new  products  very  complex  and  detailed;  hence  the  invention,  develop- 
ment, and  manufacture  of  explosives  from  coal-tar  materials  is  properly  wholly  an 
affair  of  the  explosives  industry,  so  highly  and  efiSciently  productive  and  progresdve 
with  us  and  not  of  the  still-to-be-created  aye  industry.    The  invention,  development, 
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and  distribution  of  photographic  chemicalB  properly  belong  to  the  photo^phic  in- 
dustry, now  and  for  a  lonff  time  past  so  well  developed  wim  us,  ana  their  manufac- 
ture oelongs  to  our  well-aeveloped  organic  and  fine  chemical  industry  and  not  to 
the  infant  dye  industry. 

''The  discovery  of  new  sjrnthetic  remedies  is  properly  the  function  of  the  many 
medical  institutes  and  schools  of  research  in  this  coimtry;  they  can  be  manufactured 
by  our  organic  and  fine  chemical  industry,  helped  out  by  our  large  pharmaceutical 
factories  and  distributed  by  the  latter;  S3mthetic  flavors  and  perfumes  have  for  years 
been  successfully  made  here  at  a  number  of  establishments,  and  they  have  also  con- 
ducted much  of  the  research  in  this  field;  there  is  no  reason,  compelling  or  otherwise, 
why  the  struggling  dye  makers  should  share  their  work.  In  the  manufacture  of 
toxic  and  like  eases  for  military  purposes,  whose  invention  and  development  belong 
to  the  Chemical  Warfare  Service,  the  largest  single  material  involved  and  at  the  same 
time  the  one  most  difficult  to  transport  is  chlorine,  which  in  1914  was  normally  made 
in  23  different  factories  in  this  country,  and  in  an  amount  approximating  65,000  tons 
annuallv,  while  during  the  war  we  made  a  total  of  but  12,000  tons  of  toxic-eas  war 
materials;  their  manmacture,  therefore,  should  be  linked  up  with,  our  going  chlorine 
industry. 

"The  coal-tar  materials  needed  in  any  or  all  of  these  arts  of  peace  are,  and  have 
been,  obtainable  if  we  only  wanted  them,  in  any  needful  quantity  and  quality,  with- 
out in  any  way  calling  upon  the  dye  maker  for  them,  their  total  requirement  being 
under  300  tons  per  year.  For  each  of  these  important  collateral  developments  we 
have  domestic  industrial  points  of  attachments  and  growth  of  lon^  and  finnly  estab- 
lished competitive  ability;  would  it  not  be  the  very  height  of  folly  to  ignore  them 
and  to  stake  our  entire  future  in  these  fields  wholly  upon  the  dye  industry,  whose 
future  with  us  is  by  no  means  established?  I  am  thoroughly  convinced  that  no  one 
can  seriously  or  for  long  take  any  other  view  than  the  fore^ingj  we  can  surely  have 
all  of  these  other  industries  in  the  highest  possible  state  ofefficiency  if  we  only  will, 
whether  we  have  a  dye  industry  or  not.  That  we  should  have  our  own  supply  of 
dyes  is  the  only  reason  for  having  a  domestic  dye  industry.  The  war  itself  proved  that 
conclusively  and  beyond  question." 

The  Chairman.  The  committee  will  now  stand  adjourned  mitil 
to-morrow  morning  at  10.30  o'clock.    The  witnesses  are  excused. 

(Thereupon,  at  5.30  o'clock  p.  m.,  the  committee  adjourned  to 
meet  to-morrow,  August  10,  1921,  at  10.30  o'clock  a.  m.) 

Wednesday,  August  10, 1921. 

The  committee  met,  pursuant  to  adjournment,  at  2.30  o'clock  p. 
m.,  in  room  312,  Senate  Office  Building,  Hon.  Reed  Smoot  presiding. 

Present:  Senators  Smoot  (acting  chamnan) ,  McCumber,  La  Follette 
Dillingham,  McLean,  Watson,  CsSder,  Sutherland,  and  Jones. 

Present,  also.  Senator  Edwin  F.  Ladd,  of  North  Dakota. 

Senator  Smoot.  Senator  Ladd,  the  committee  would  be  very  ghA 
to  hear  you  on  the  Question  of  the  embargo  on  dyestuffs.  Kindiy  give 
your  full  name  to  the  reporter. 

STATEMENT  OF   SENATOR  EDWIN  FEEEMONT  LADD,  OF   NOBTH 

DAKOTA. 

Senator  Ladd.  Mr.  Chairman  and  members  of  the  committee,  I 
simply  desire  to  come  before  the  committee  and  record  my  interest 
in  American  organic  chemistry  and  the  chemical  industry  in  this 
country.  For  nearly  40  years  I  haye  been  engaged  as  a  research 
chemist,  and  in  chemical  laboratories  as  a  teacher.  I  have  seen  in 
the  past  the  need  of  building  up  organic  chemistry,  which  has  not 
been  made  possible  because  oi  the  fact  that  the  Germans  had  appar- 
ently complete  control  of  manufacturing  and  supplying  the  needs 
of  this  country. 

I  feel  that  if  England  and  France  and  Italy  and  Japan  found  it 
necessary  to  place  an  embargo  on  dyes  for  a  certain  length  of  time, 
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on  djes  made  in  those  countries  and  to  afford  protection  to  those 
that  are  to  be  built  up,  the  United  States  ougnt  to  do  the  same 
thing.  I  do  not  feel  that  it  is  likely  that  a  tariff,  however  high 
it  may  be  placed,  will  enable  the  organic  chemical  industry  of  tms 
country  to  develop  as  we  hope  for. 

I  have  heard  considerable  and  read  considerable  on  the  question 
of  a  monopoly  in  the  dye  industry.  I  doubt  very  much  that  that  is 
true  in  any  real  sense  of  the  word.  If  there  is  to  be  a  dye  mo* 
nopoly  I  would  rather  see  it  in  the  hands  of  the  American  manufac- 
turers, where  they  can  be  controlled  bj  Congress  and  the  American 
people,  rather  than  in  the  hands  of  f  orei^ers.  I  think  we  can  render 
a  distinct  service  at  this  time  to  chenustrv  and  to  the  industries  of 
this  coimtry  by  protecting  the  oi^anic  chemical  industry  and  the 
dye  industry,  to  furnish  means  of  training  our  youn^  men  who  are 
graduates  of  educational  institutions  in  chemistry  Tot  work  along 
the  lines  and  in  the  lines  necessary  for  development  of  the  industry 
in  this  coimtry.  If  we  are  to  be  drawn  into  another  war  at  any  time 
it  seems  to  me  that  we  will  be  in  a  very  poor  position  unless  our 
organic  chemistry  and  our  institutions  for  manufacturing  organic 
materials  of  all  classes^  are  well  protected. 

I  do  not  know  that  I  have  anything  more  to  say.  I  simply  desire 
to  place  myself  on  record  in  connection  with  this  question. 

oenator  omoot.  Have  you  studied  the  (question  as  to  whether  the 
amoimt  of  dyestuffs  that  are  bein^  made  in  this  country  can,  with  a 
reasonable  protection,  compete  with  Oermany  or  any  other  country 
in  the  world  1 

Senator  Ladd.  I  have  not  to  that  extent,  because  I  have  not  gone 
into  that  phase  of  it. 

Senator  Smoot.  If  there  were  90  per  cent  of  all  of  the  dves  made 
in  the  United  States  consumed  in  the  United  States,  would  you  feel 
jbhat  we  ought  to  put  an  embargo  on  all  of  it,  and  particularlv  such 
an  embargo  as  we  nave  in  this  bdl,  an  embargo  on  the  goods  that  we 
do  make  enough  of  and  not  on  the  goods  that  we  do  not  make 
enough  of  ? 

Senator  Ladd.  That  would  be  a  difficult  matter  to  say  without 
knowing  what  particular  ones  they  are.  If  we  made  90  per  cent  of 
all  the  dyes  sold  in  this  country  and  needed  in  this  coimtry  there 
might  not  be  the  necessity  for  an  embargo;  but  I  Question,  at  least 
in  my  own  mind,  whether  that  is  true  when  you  take  into  consider- 
ation all  the  tjj^s  of  dyes  and  all  the  dye  preparations. 

Senator  Smoot.  If  the  dye  manufacturers  themselves  would  testify 
to  that  you  would  think  it  was  all  right,  would  you  not  ? 

Senator  Ladd.  If  they  testify  to  Siat  and  it  covers  some  of  the 
information  as  I  heard  testimony  whUe  I  was  here  I  would  not  want 
to  accept  it  on  that  basis.  My  imderstanding  is  that  the  vat  dyes 
are  not  very  generally  made  in  this  coimtry. 

Senator  Smoot.  Hardly  any  of  them  are.    That  is  the  10  per  cent. 

Senator  Ladd.  The  question  is  whether  those  other  dyes  can 
compete. against  the  foreign  dyes  if  they  are  not  protected. 

Senator  Smoot.  We  are  exporting  $32,000,000  worth. 

Senator  Ladd.  Have  we  not  decreased  that  amount  very  materially 
during  the  past  six  months  ? 

Senator  Smoot.  No.  In  1920  there  was  nearly  50  per  cent  more 
than  in  1919.     In  1919  there  was  50  per  cent  more  than  in  1918. 
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Senator  Ladd.  How  about  the  first  six  months  of  1921 1 

Senator  Smoot.  We  have  not  that  report  yet. 

Senator  Dilungham.  And  that  was  under  an  embargo. 

Senator  Ladd.  The  understanding  is  that  it  has  veiy  materially 
decreased  during  1921.     I  am  not  in  position  to  say. 

Senator  Smoot.  If  it  has  not,  it  has  not  followed  everything  else  in 
the  world,  because  everything  else  has  decreased,  whether  embargoed 
or  not.  I  think  you  can  not  take  a  manufactured  product  in  the 
United  States  but  what  has  decreased  in  manufacture  and  also  in 
consumption  and  in  the  exportation  of  it. 

Senator  Ladd.  I  am  not  sure  as  to  that.  I  would  have  to  look  up 
the  data  on  some  of  those  points.  I  agree  with  you  in  general,  but 
not  as  to  the  organic  chemical  industry. 

Senator  McLean.  You  think  that  protecting  and  encouraging 
experiments  in  industrial  chemistry  are  very  important,  do  you 
not,  Senator  ? 

Senator  Ladd.  I  certainly  do.  I  consider  it  one  of  the  most 
important  things  in  this  country. 

Senator  McLean.  You  look  upon  that  as  not  only  the  key  industry 
but  it  is  rather  the  master-key  industry  ? 

Senator  Ladd.  It  certainly  is,  and  a  large  share  of  the  organic 
preparations  used  in  the  chemical  laboratories  are  not  to  be  had  in 
this  countrv  except  by  importation. 

Senator  McLean.  There  is  no  limit  to  the  possibilities  of  accom- 
plishment in  chemistry,  is  there? 

Senator  Ladd.  No,  sir.  If  there  were  the  same  protection  and  the 
same  encouragement  through  means  of  employing  our  young  men  in 
research  laboratories,  the  United  States  could  go  lorward  very 
rapidly,  and  has  gone  forward  because  of  the  protection  it  has  had 
during  the  period  of  the  war. 

Senator  McLean.  You  do  not  think  it  is  worth  while  to  take 
chances  in  an  industry  of  that  importance  ? 

Senator  Ladd.  Not  by  any  means.  I  would  rather  see  a  monopoly 
in  this  coimtry  than  to  take  any  chances  on  it. 

Senator  McLean.  I  agree  with  you. 

Senator  Ladd.  I  thauK  you,  Mr.  Chairman. 
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STATEMENT  OF  E.  P.  WHABTON,  PBESIDENT  OF  THE  NO&TH 
CABOLINA  DIVISION,  SOUTHERN  TABIFF  ASSOCIATION. 

The  Chairman.  What  is  your  occupation  ? 

Mr.  Wharton.  I  am  president  of  tne  Greensboro  National  Bank. 

The  Chairman.  You  recently  attended  a  convention,  did  you  not  ? 

Mr.  Wharton.  Yes. 

The  Chairman.  Was  the  convention  held  at  Savannah  ? 

Mr.  Wharton.  No;  at  Greensboro. 

The  Chairman.  Will  you  state  the  nature  of  the  convention  and 
what  you  have  in  mind  to  call  to  the  attention  of  the  committee  ? 

Mr.  Wharton.  Yes.  I  have  brought  with  me  some  resolutions 
from  the  Southern  TariflF  Association  which  held  a  meeting  in  North 
Carolina — the  North  Carolina  division  of  it — at  Greensboro,  N.  C, 
on  yesterday  and  the  day  before.  I  would  like  to  read  the  resolu- 
tions. 

The  Chairman.  You  may  go  ahead  in  your  own  way.  I  want  to 
state,  for  your  information,  that  I  have  sent  a  telephone  notice  to 
all  the  absent  members  of  this  committee  informing  them  that  you 
and  your  associates  are  proceeding  to  address  the  committee. 

Mr.  Wharton.  I  thank  you  very  much. 

Senator  Reed.  I  want  to  say,  Mr.  Chairman,  that  they  are  voting 
on  a  bill  in  which  a  great  many  are  interested.  They  are  voting  on 
different  phases  of  the  bill. 

The  Chairman.  I  realize,  of  course,  the  number  of  engagements 
the  Senators  have  and  my  only  thought  was  to  properly  call  the 
attention  of  the  gentlemen  to  the  fact  that  ample  notice  has  been 
given. 

Mr.  Wharton.  This  meeting  was  held  on  the  15th  and  the  16th, 
at  Greensboro,  N.  G.  We  were  asked  to  join  the  Southern  Tariff 
Association.  I  hesitated,  as  I  thought  we  were  ably  represented  in 
both  branches  of  Congress — that  is,  m  the  House  and  in  the  Senate; 
and  since  this  was  so,  I  thought  it  was  unnecessary,  but  after  dis- 
cussing it  with  others  we  thought  it  could  do  no  harm  at  least  to  get 
together  and  talk  the  matter  over  in  a  meeting  and  thus  become 
better  informed  ourselves. 

The  Chairman.  What  States  were  represented  ? 

Mr.  Wharton.  This  was  only  the  North  Carolina  division,  but 
there  were  about  13  States  represented  at  this  meeting.  There  were 
representative  manufacturers  and  bankers  of  13  Stat^,  but  this  was 
reaUy  the  call  of  the  North  Carolina  people  to  meet.  In  fact,  no  one 
took  any  part  in  the  meetings,  so  far  as  .voting  was  concerned,  ex- 
cept the  people  from  North  Carolina. 
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The  resolution  adopted  by  the  Southern  Tariff  Congress  at  Greens- 
boro, on  August  16,  reads  as  follows: 

We  submit  the  following  facts  and  recommendations: 

First.  That  the  tariff  policy  of  the  Sixty-seventh  Congress  was  definitely  settled 
at  the  November  election. 

Second.  That  we  recommend  such  tariff  schedules  of  southern  products  as  will 
equalize  the  cost  of  production  in  this  country  with  that  of  foreign  countries,  so  far 
as  may  be  consistent  with  the  public  welfare,  such  schedules  to  be  so  placed  as  to 
fairly  distribute  the  burdens  among  our  industries  without  discriminating  against 
any  sections,  class,  or  product,  to  the  end  that  there  may  be  maintained  American 
standards  of  living  in  every  line  of  effort. 

Third.  That  we  are  opposed  to  the  doctrine  of  free  raw  material  on  agricultural, 
pastoral,  and  mineral  proaucts. 

Foiu1;h.  That  we  appeal  to  all  Congressmen  to  give  consideration  to  the  economic 
welfare  of  the  South  oy  favoring  the  same  tariff  policy  for  southern  products  that  is 
applied  to  the  products  of  other  sections. 

I  hardly  think  that  is  necessary,  because  I  believe  that  the  com- 
mittee and  Congress  will  be  fair. 

The  Chaikman.  I  want  to  say  for  myself  that  I  have  been  here 
over  20  years  and  the  location  of  any  industry  never  made  any  differ- 
ence to  me. 

Mr.  Whabton.  We  are  sure  of  that.  I  did  not  place  much  im- 
portance on  that  part  of  it. 

Fifth.  That  s^ricultural,  pastoral,  and  mining  |>roducts  of  the  South  do  not  come 
in  competition  with  the  products  of  our  debtor  nations  and  the  tariff  levy  will,  there- 
fore, not  interfere  with  the  payment  of  our  foreign  loans. 

We  were  discussing  the  different  phases  of  tne  subject.  I  want 
to  say  this  is  now  approved  by  248  banks  in  our  State. 

Senator  Reed.  How  many  banks  are  there  in  your  State  ? 

Mr.  Wharton.  We  have  over  600, 1  beheve. 

The  Chairman.  You  may  have  inserted  in  the  record,  as  part  of 
your  remarks,  the  Ust  of  banks.  I  have  seen  the  list  and  examined 
it  carefully,  and  it  is  very  impressive. 

Mr.  Wharton.  Yes. 

Resolution  on  Protective  Tariff  Adopted  by  the  Southern  Tariff  Conorbbs 

AT  Greensboro,  N.  C,  August  16. 

We  submit  the  following  facts  and  recommendations: 

First.  That  the  tariff  policy  of  the  Sixty-seventh  Congress  was  definitely  settled  at 
the  November  election. 

Second.  That  we  recommend  such  tariff  schedules  on  southern  products  as  will 
equalize  the  cost  of  production  in  this  country  with  that  of  (oreign  countries,  so  far  as 
may  be  consistent  with  the  public  welfare,  such  schedules  to  be  so  placed  as  to  fairly 
distribute  the  burdens  ana  benefits  among  %11  industries  without  discriminating 
against  any  section,  class,  or  product,  to  the  end  that  there  may  be  maintained  Ameri- 
can standards  of  living  in  every  line  of  effort. 

Third.  That  we  are  opposed  to  the  doctrine  of  free  raw  material  on  agricultural, 
pastoral,  and  mineral  products. 

Fourtn.  That  we  appeal  to  all  Congressmen  to  give  consideration  to  the  economic 
welfare  of  the  South  by  favoring  the  same  tariff  policy  for  souUiem  products  that  is 
applied  to  the  products  of  other  sections. 

Fifth.  That  agricultural,  pastoral,  and  mining  products  of  the  South  do  not  come 
in  competition  with  the  proaucts  of  our  debtor  nations  and  a  tariff  levy  will,  therefore, 
not  interfere  with  the  payment  of  our  foreign  loans. 

E.  P,  Wharton, 
Prendent  North  Carolina  Division  Southern  Tariff  Association. 

Approved  by  a  large  number  of  the  leading  banks  of  North  Carolina. 
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Resolution  on  Dyes  Embaboo  Adoftbd  by  the  Southbbn  Tabiff  Conobbss 

AT  Gbeensbobo,  N.  C,  August  16. 

Resolved.  That  we  favor  such  national  legislation  as  may  be  required  to  permanently 
establish  tne  dye  industry  in  the  United  States,  and  that  we  consider  as  essential  to 
such  establishment  tne  continuance  of  the  temporary  embaigo  now  in  force  under  the 
emergency  tariff  act  beyond  its  expiration  date  of  August  28,  and  until  such  time  as 
permanent  tariff  legislation  shall  be  enacted  by  Congress. 

Jas.  N.  Williamson,  Jr., 
Chairrnan  Manufaawing  IHviHon  Southern  Tariff  Association, 

Approved  by  a  large  number  of  the  leading  business  organizations  of  North 
Carolina. 

Senator  Smoot.  What  other  classes  of  business  were  represented  ? 
Were  other  classes  of  business  represented  ? 

Mr.  Wharton.  Yes.  They  were  manufacturers  and  bankers  prin- 
cipally. The  nianuf  acturers  seem  to  be  very  much  interested  in  the 
S reservation  of  the  dyeing  interests  in  this  coimtry.  Although  we 
o  not  manufacture  (fyestufFs  in  the  South,  our  manufacturers  seem 
to  be  more  interested  in  that  subject  than  any  other  that  came 
before  us. 

Senator  Smoot.  What  I  had  reference  to  was  your  resolution 
adopted  on  August  16  signed  by  two  hundred  and  some  odd  banks. 

Mr.  Wharton.  Yes. 

Senator  Smoot.  Were  the  bankers  the  only  ones  that  you  could 
get  to  dgn  this  ? 

Mr.  Wharton.  Those  are  the  only  ones  we  asked  to  sign.  We 
did  not  have  time  to  go  to  everyone.  I  knew  the  banks.  The 
other  industries  were  not  asked  to  sign.     We  did  not  have  the  time. 

Senator  Reed.  Didn't  you  have  a  convention  ? 

Mr.  Wharton.  Yes. 

Senator  Reed.  Was  there  no  one  besides  bankers  at  the  convention  ? 

Mr.  Wharton.  Yes;  there  were  merchants,  manufacturers,  and 
bankers. 

Senator  Reed.  The  manufacturers  signed  the  last  one  of  the 
sheets  which  has  to  do  with  the  dyes. 

Mr.  Wharton.  Yes. 

Senator  Reed.  But  the  bankers  signed  the  other  resolution? 

Mr.  Wharton.  Yes.  That  was  not  confined  to  those  there. 
Those  who  were  not  there  were  asked  to  approve  this  resolution  by 
letter  or  by  wire. 

Senator  Reed.  Your  general  business  men  do  not  seem  to  be 
represented.  Their  names  do  not  seem  to  appear  on  either  of  these 
sheets.  You  have  manufacturers  and  bacikers.  The  rest  of  the 
business  men  do  not  seem  to  be  represented  there,  except  one  lumber 
concern. 

Mr.  Wharton.  There  are  two  liunber  concerns. 

Senator  Reed.  Do  the  lumber  concerns  want  protection  too  ? 

Mr.  Wharton.  I  hardly  think  so.  I  think  they  were  not  asking 
for  it.    I  do  not  think  they  came  before  you. 

Senator  Reed.  Are  they  interested  in  the  dyeing  business  % 

Mr.  Wharton.  The  manufacturers  are  interested  in  the  dyeing 
business.     I  would  Uke  to  say,  in  that  connection 

Senator  McLean.  I  notice  a  great  number  of  these  men  represent 
the  textile  industry. 

Mr.  Wharton.  Some  of  them  are  textile  manufacturers.  A  great 
many  of  them  are,  but  not  all  of  them. 
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Senator  McLean.  Are  these  firms  in  favor  of  an  embargo  on  dyes } 

Mr.  Whaeton.  The  largest  concern  using  dyestuff  in  onr  State 
and  in  the  South,  and  one  of  the  largest  in  the  coimtry,  the  Proximity 
Manufacturing  Co.,  has  this  to  say — I  would  Uke  tp  read  what  Mr. 
Cone,  representing  that  company,  has  to  say. 

The  Chairman.  Your  purpose  is  largely  to  protect  the  live-stock 
and  agricultural  interests  of  the  South,  is  it  not  ? 

Mr.  Wharton.  Yes;  anything  in  the  South. 

The  Chairman.  Oh,  I  understand  that. 

Senator  Reed.  How  are  you  going  to  protect  the  live-stock 
interests  t 

Mr.  Wharton.  That  is  for  the  live-stock  men  to  say.  They  will 
come  before  you  with  a  proposition  at  the  proper  tune. 

Senator  Reed.  I  notice  several  coflSn  manufacturers  want  a  dye 
embargo. 

Mr.  Wharton.  I  want  to  say  this:  The  manufacturers  who  were 
present  and  those  to  whom  we  wrote  or  wired  approved  of  it,  whether 
they  were  textile  men  or  not. 

I  would  like  to  read  an  extract  of  an  interview  handed  to  me  a  few 
minutes  ago  by  Mr.  Cone,  who  is  not  interested  in  the  dvestuffs  at  all, 
but  who  is  president  of  the  Proximity  Manufacturing  C!o.,  the  largest 
denim  factory  in  the  country,  and  using  more  dyes  than  any  one  in 
the  South,  and  probably  nearly  as  much  as  any  concern  in  the 
coimtry.    This  is  an  extract  from  an  interview  on  yesterday: 

So  far  as  any  fear  of  monopoly  in  the  American  industnr  reeulting  from  a  strict 
embargo  is  concerned,  I  may  say  that  the  experience  of  tne  Proximity  Mills  with 
American  d\'e  manufacturers  has  been  such  as  to  convince  me  that  such  a  fear  is  ill 
founded.  We  are  large  users  of  dyestuffs.  We  use  several  of  the  basic  dyes  in  lan^e 
quantities.  We  paid  dearly  for  these  in  the  first  years  of  the  war,  but  under  the 
pressure  of  competition  among  three  of  the  large  American  chemical  plants  we  have 
seen  this  war  price  gradually  reduced,  until  now  we  are  paying  less  thim  one-third  the 
peak  price,  and  recently  the  reductions  have  been  frequent. 

From  all  information  which  I  have  at  hand,  the  continuance  of  an  adequate  dye 
embargo  is  quite  as  vital  to  southern  textile  mills  as  it  is  to  national  safety,  and  I  for 
one  am  in  hearty  favor  of  it. 

Senator  Smoot.  The  resolution  which  I  have  before  me  reads,  in 
part,  as  follows: 

We  favor  such  national  legislation  as  may  be  required  to  permanently  establish  the 
dye  industry  in  the  United  States,  and  that  we  consider  as  essential  to  such  establish- 
ment the  continuance  of  the  temporary  embargo  now  in  force  under  the  emeigency 
tariff  act  beyond  its  expiration  date  of  August  28  and  until  such  time  as  permanent 
tariff  legislation  shall  be  enacted  by  Congress. 

Mr.  Wharton.  Yes.  I  had  not  read  the  resolution.  I  was  going 
to  read  that  second  resolution  indorsed  by  185  of  our  manufacturers. 

Senator  Reed.  Do  you  believe  that  the  South  is  particularly 
interested  in  the  dye  industry  in  any  way  that  the  rest  of  the  country 
is  not? 

Mr.  Wharton.  No,  sir;  I  thmk  not.  I  think  the  whole  coimtry 
should  be  interested  and  should  be  considered. 

Senator  Reed.  You  are  asking  for  protection  for  the  South.  Of 
course,  you  produce  a  great  deal  of  cotton.  Do  you  think  there 
should  be  any  protection  on  common,  ordinary  cotton? 

Mr.  Wharton.  Now,  so  far  as  details  of  that  kind  are  concerned, 
I  am  not  able  to  answer.  I  do  not  raise  cotton  myself.  We  are  just 
out  of  the  cotton  belt.  We  think  that  when  these  people  come  up 
and  ask  for  anything,  it  deserves  your  careful  consideration. 
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^  Senator  Reed.  Yes.  Do  you  think  there  is  anything  raised  down 
South  that  deserves  protection  ? 

Mr.  Whakton.  Yes;  of  course. 

Senator  Smoot.  There  would  be  cotton  cloth. 

Mr.  Wharton.  And  our  beef  interests  in  the  Southwest. 

Senator  Reed.  How  are  we  going  to  protect  you  on  that  ?  You 
ship  beef  abroad,  do  you  not  ? 

Mr.  Whabton.  What  is  the  price  of  hides  to-day  ? 

Senator  Reed.  Nothing. 

Mr.  Wharton.  I  am  not  posted  on  the  schedule  part  of  it  at  all. 
I  wanted  to  ask  a  question  about  hides.  They  are  shipped  in  here 
in  tremendous  quantities. 

Senator  Reed.  Are  they  ? 

Mr.  Wharton.  I  understand  so.  You  can  tell  from  your  records 
whether  I  am  correct  or  not.  That  was  a  statement  made  before 
the  convention. 

Senator  Reed.  I  want  to  ask  you  three  or  four  questions. 

Outside  of  what  is  called  sea-island  cotton,  you  produce  a  great 
deal  more  cotton  in  the  South  than  can  be  used  in  the  South,  do 
you  not  ? 

Mr.  Wharton.  I  do  not  think  the  cotton  people  are  going  to  ask 
for  protection  in  the  South. 

Senator  Reed.  Are  you  suffering  from  the  importation  of  cattle 
in  the  South  ? 

Mr.  Wharton.  It  was  stated  at  the  meeting  that  while  hides  are 
by-products,  they  are  a  large  by-product,  and  that  they  are  selling 
for  almost  nothing  to-day. 

Senator  Reed.  I  am  speaking  of  live  stock. 

Mr.  Wharton.  I  can  not  answer  you. 

Senator  Reed.  As  a  matter  of  fact,  you  used  to  get  a  great  many 
cattle  from  Mexico.  You  brought  them  into  Texas  and  fed  them 
up  and  then  you  made  money  on  them. 

Mr.  Wharton.  You  are  much  better  posted  on  that  than  I  am. 

Senator  Reed.  Well,  I  will  not  ask  any  more  questions. 

STATEMENT  OF  A.  B.  HIGH,  OF   GBEENSBOBO,  N.  C. 

The  Chairman.  What  is  your  occupation  ? 

Mr.  High.  I  am  a  builder — a  contractor. 

The  (Chairman.  Will  you  state  to  the  committee  your  views  on 
the  subject  ?  . 

Mr.  High.  Mr.  Chairman,  I  simply  came  as  a  messenger  bearing 
these  resolutions.  These  resolutions  carry  the  signatures  of  400 
business  firms  in  our  State.  In  addition  to  these  signatures  there 
are  many  telegrams  and  signatures  still  coming  in.  This  meeting  was 
held  without  any  great  preliminary  work  being  done.  The  signa- 
tures represent  at  least  400  concerns,  and  we  simply  desire  to  give 
them  to  you  that  you  may  have  some  idea  of  the  trend  of  thought 
of  the  business  men  of  that  State.  We  are  asking  only  that  they 
be  recognized  in  considering  the  tariff  bill.  They  are  very  much 
interested  in  the  dye  industry.  It  seems  that  the  users  of  dyes  in 
our  coimtry  want  good  protection  on  dyestuff.  Outside  of  that, 
I  do  not  care  to  go  mto  details. 

Senator  Reed.  How  did  this  meeting  happen  to  be  gotten  up  ? 
There  seem  to  be  two  gentlemen  here  who  are  representatives,  but 
both  of  you  do  not  seem  to  know  anything  about  the  matter. 
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Mr.  High.  Mr.  Wharton  is  president  of  the  North  Carolina  divi- 
sion. As  I  stated  before,  I  came  simply  as  a  messenger  bearing 
these  resolutions.  I  may  say  that  possibly  Mr.  Arnold,  who  is 
secretary  of  the  Southern  Tariff  League,  may  be  able  to  answer  your 
questions. 

The  Chairman.  Mr.  Arnold,  will  you  answer  these  questions  ? 

Will  you  please  state  your  name  for  the  record? 

STATEMENT  OF  J.  A.  ARNOLD,  FORT  WORTH,  TEX.,  SECRETARY 

SOUTHERN  TARIFF  ASSOCIATION. 

Mr.  Arnold.  J.  A.  Arnold. 

The  Chairman.  What  is  your  address  ? 

Mr.  Arnold.  Fort  Worth,  Tex. 

The  Chairman.  You  are  secretary  of  this  association  ? 

Mr.  Arnold.  Of  the  Southern  Tariff  Association. 

The  Chairman.  What  is  your  occupation  in  addition  to  that  f 

Mr.  Arnold.  I  give  my  entire  time  to  that. 

The  Chairman.  Will  you  answer  the  questions  put  to  you  by 
Senator  Reed  ? 

Mr.  Arnold.  Yes. 

Senator  Reed.  You  had  a  meeting  down  in  Greensboro,  N.  C. 

Mr.  Arnold.  Yes. 

Senator  Reed.  Before  I  come  to  that,  I  want  to  ask  you  when  this 
Southern  Tariff  League  was  organized. 

Mr.  Arnold.  The  first  meetings  were .  held  in  New  Orleans  on 
October  9  and  10,  I  believe,  of  last  year. 

Senator  Reed.  You  had  a  great  many  oilmen  there,  didn't  you  f 

Mr.  Arnold.  Yes,  sir. 

Senator  Reed.  And  you  had  some  very  prominent  oilmen  there, 
as  well  as  lumbermen,  oidn't  you  ? 

Mr.  Arnold.  If  there  were  any  of  them  there,  I  do  not  recall. 

Senator  Reed.  You  had  some  lumbermen  there,  did  you  not  ? 

Mr.  Arnold.  Well,  Mr.  Kirby  is  a  lumberman.  He  is  president 
of  our  organization. 

Senator  Reed.  Do  you  favor  a  tariff  on  lumber  t 

Mr.  Arnold.  Our  organization  has  not  passed  upon  it. 

Senator  Reed.  Do  you  favor  a  tariff  on  oil  ? 

Mr.  Arnold.  The  organization  has  not  passed  on  oil.  This  reso- 
lution represents  more  nearly 

Senator  Reed  (interposing).  Do  you  favor  a  tariff  on  sea-island 
cotton  or  on  long-«taple  cotton  ? 

Mr.  Arnold.  We  are  on  record  as  in  favor  of  it. 

Senator  Reed.  How  much  is  produced  in  North  Carolina  ? 

Mr.  Arnold.  I  do  not  know. 

Senator  Reed.  There  is  not  any,  is  there  ? 

Mr.  Arnold.  I  do  not  know. 

Senator  Reed.  How  much  is  produced  in  this  country  in  propor- 
tion to  the  total  amoimt  consumed  ? 

Mr.  Arnold.  I  could  not  tell  you.  We  have  a  division  of  cotton 
growers  who  know  about  that. 

Senator  Reed.  Do  you  claim  that  you  represent  the  sentiment  of 
the  South  ? 

Mr.  Arnold.  I  claim  that  these  signatures  represent  the  men  who 
signed. 
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Senator  Reed.  Yes ;  but  do  you  claim  that  that  is  representative 
of  the  sentiment  of  the  South  ? 

Mr.  Arnold.  I  think  it  is  a  true  reflection  of  it. 

Senator  Reed.  Don't  you  know  that  nine  men  out  of  ten  in  the 
South  are  against  a  hi^h  protective  tariff  and  always  have  been  ? 

Mr.  Abnold.  That  depends  upon  how  you  look  at  it. 

The  Chairman.  Senator,  you  doubtless  recall  the  Angora  goat  of 
Congressman  Gamer's  district.  Under  the  revenue  act  of  1913  the 
sheep  of  Montana  were  permitted  to  perish  under  free  trade,  while 
a  heavy  du^  was  placed  upon  the  hair  of  the  Angora  goat. 

Senator  Reed,  feut  that  is  not  the  question  I  am  asking  this  wit- 
ness? 

Doyou  want  protection  on  cotton  seed  I 

Mr.  Arnold.  The  oi^anization  stands  for  that. 

Senator  Reed.  Is  there  any  cotton  seed  shipped  in  ? 

Mr.  Arnold.  I  know  of  cottonseed  oil.  There  has  been  cotton- 
seed oil  shipped. 

Senator  Reed.  I  was  speaking  of  cotton  seed. 

Mr.  Arnold.  I  suppose  so. 

Senator  Reed.  Don't  we  ship  abroad  a  great  deal  of  cottonseed  oil  ? 

Mr.  Arnold.  I  could  not  say  that.  The  cottonseed  division  of 
our  organization  has  that  matter  in  charge. 

Senator  Reed.  Do  you  want  protection  on  hides  now? 

Mr.  Arnold.  Yes. 

Senator  Reed.  How  many  cattle  does  North  Carolina  produce  ? 

Mr.  Arnold.  We  have  18  States  in  our  organization.  This  is 
one  division,  one  State  division. 

Senator  Reed.  Did  you  have  any  cattlemen  at  your  convention  ? 
Are  there  any  cattlemen's  signatures  attached  to  these  resolutions  ? 

Mr.  Arnold.  It  was  not  worked  among  the  cattlemen. 

Senator  Reed.  You  have  coflSn  men  on  the  list,  why  not  cattle- 
men? 

Mr.  Arnold.  Only  the  manufacturers  and  bankers  have  been 
circulated. 

Senator  Reed.  How  many  States  are  in  this  association  ? 

Mr.  Arnold.  Thirteen  States,  including  Missouri. 

Senator  Reed.  How  many  men  were  there  from  Missouri  ? 

Mr.  Arnold.  I  do  not  know.  We  had  13  States  represented. 
I  do  not  know  whether  your  State  was  represented  or  not. 

Senator  Reed.  I  know  the  State  was  not  represented.  There 
may  have  been  a  man  down  there.  You  would  not  want  to  tell  me 
that  the  people  of  Missouri  favor  these  things. 

Mr.  Arnold.  I  am  sure  they  do.  I  think  that  reflects  .southern 
sentiment. 

Senator  Reed.  I  live  in  Missouri  and  I  know  it  does  not  represent 
the  Missouri  sentiment. 

Mr.  Arnold.  We  may  hold  a  convention  there  to  see. 

Senator  Reed.  Yes;  you  may  do  that.  How  many  people  were 
at  your  convention? 

Mr.  Arnold.  We  held  four  or  five. 

Senator  Reed.  Take  the  last  one. 

Mr.  Arnold.  About  250. 

Senator  Reed.  What  is  the  population  of  these  14  or  15  States  ? 
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Mr.  Arnold.  Our  congress  has  delegates  who  are  sent  to  these 
meetings. 

Senator  Reed.  Delegates  from  whom  ? 

Mr.  Arnold.  From  tne  organizations. 

Senator  Reed.  What  organizations  ? 

Mr.  Arnold.  The  National  Mohair  Growers'  Association,  the 
American  Wool  Association,  and  that  line  of  organizations.  We  have 
57  different  industries. 

Senator  Reed.  Fifty-seven  different  industries.  Do  you  claim 
that  any  one  of  these  organizations  represents  the  whole  industry? 

Mr.  Arnold.  The^  are  authorized  spokesmen  of  that  industry,  as 
near  as  I  can  get  at  it. 

Senator  Reed.  Liet  us  see  about  that.  Don't  you  know  that,  as  a 
matter  of  fact,  a  few  men  in  an  industry  join  an  organization,  and 
the  organization  then  sends  the  men  down  to  a  convention,  and  that 
is  the  way  your  convention  is  made  up  ? 

Mr.  Arnold.  Yes. 

Senator  Reed.  It  is  not  made  up  of  delegates  assembled  at  public 
meetings. 

Mr.  Arnold.  These  resolutions  are  signed. 

Senator  Reed.  Yes.  You  have  250  men  out  of  about  40,000,000 
people. 

Mr.  Arnold.  No.  We  circulated  the  bankers.  No  one  else  was 
asked  to  sim. 

Senator  Reed.  You  have  240  bankers  in  North  Carolina  out  of 
600.     How  many  banks  have  you  in  the  15  States? 

Mr.  Arnold.  I  do  not  know.  We  are  not  through  with  that 
resolution  yet. 

Senator  Watson.  Did  you  circulate  your  petition  among  all  the 
banks  of  the  South  ? 

Mr.  Arnold.  Only  in  North  Carolina,  to  get  the  sentiment  of  that 
State. 

Senator  Watson.  What  was  the  size  of  that  meeting  ?  What  was 
the  size  of  the  last  national  convention  of  the  13  States? 

Mr.  Arnold.  We  just  held  one  annual  meeting.  We  will  hold 
another  within  a  rea3onable  time.  The  last  meeting  was  at  Atlanta. 
We  called  that  our  largest  meeting,  and  all  the  States  were  repre- 
sented. 

Senator  Watson.  How  many  were  there  ? 
.    Mr.  Arnold.  I  suppose  a  couple  of  thousand. 

Senator  Watson.  A  couple  of  thousand  of  business  men  repre- 
senting all  those  States  ? 

Mr.  Arnold.  We  had  57  industries  all  represented  by  delegates 
sent  there  for  that  purpose  and  authorized  to  speak  for  them  and 
authorized  to  join  in  this  work. 

Senator  Watson.  How  long  did  that  congress  last  ? 

Mr.  Arnold.  It  lasted  three  days. 

Senator  Watson.  What  was  the  object  of  it  ? 

Mr.  Arnold.  Well,  it  was  to  discuss  the  tariff  in  relation  to  south- 
em  industries  and  in  relation  to  southern  prosperity  and  progress. 

Senator  Reed.  You  had  2,000  business  men  at  the  meetmg.  How 
many  business  men  live  there  who  were  not  represented  there  ? 

Mr.  Abnold.  I  do  not  know.    We  did  not  expect  them  all. 
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Senator  Reed.  When  you  say  that  you  represent  the  sentiment  of 
a  State,  you  mean  this,  that  certain  organizations  in  these  different 
States  send  delegates.  Those  business  men  get  together  and  you 
try  to  get  the  sentiment  of  the  people.  But  you  surely  do  not  pretend 
to  say  that  you  represent  all  tne  people  of  that  State  ? 

Mr.  Arnold.  We  are  not  presenting  that  kind  of  a  resolution. 
That  is  signed  by  the  majority  of  the  bankers  and  manufacturers  of 
that  State. 

Senator  Reed.  Let  us  see  about  that.  It  is  not  signed  by  a 
majority  because  one  witness  said  that  there  were  over  600  banl^. 

Mr.  Arnold.  By  to-day  there  would  be  a  majority,  if  we  had  the 
latest  records. 

The  Chairman.  Mr.  Arnold,  Senator  Gooding  wishes  to  ask  you 
some  questions. 

Senator  Gooding.  Mr.  Arnold,  how  many  governors  were  at  that 
meeting  at  the  Atlanta  convention  ?    I  mean,  now,  real  live  governors  ? 

Mr.  Arnold.  There  were  two  there.  Governors  and  governors- 
elect  of  13  States  signed  the  call. 

Mr.  Gooding.  How  many  signed  the  resolution  ? 

Mr.  Arnold.  The  call  is  the  declaration  of  principles  and  is  the 
onlv  resolution  we  had.  The  call  is  itself  our  declaration  of  prin- 
ciples.    Thev  signed  the  call  calling  the  conference  together. 

Senator  Watson.  Did  the  Southern  Congress  pass  those  resolutions  ? 

Mr.  Arnold.  Well,  not  anything  more  than  the  resolutions  would 
be  contained  in  what  we  have  here;  that  is  probably  what  the  South 
stands  for,  what  is  contained  in  that  banker  s  resolution. 

Senator  Reed.  You  mean  that  is  what  this  part  of  the  South  that 
signed  this  paper  stands  for  ? 

Mr.  Arnold.  That  reflects  the  sentiment  as  expressed  by  their 
representatives,  and  that  section,  I  think,  truly  represents  the  senti- 
ment of  the  South.  Those  bankers,  in  some  instances,  called  meetings 
of  their  boards  of  directors,  and  business  men,  and  that  is  the  con- 
sensus of  opinion  of  them  w^ho  represent  the  South  as  expressed  by 
those  bankers  and  would  be  reflected  in  any  State. 

Senator  Reed.  You  sent  out  a  call  to  people  who  were  in  favor 
of  the  tariff  to  "get  busy,''  and  this  is  the  result? 

Mr.  Arnold.  No;  those  resolutions  were  sent  out,  and  they  signed 
the  resolutions. 

Senator  Reed.  And  if  they  did  not  favor  it  they  did  not  come, 
and  if  they  did  favor  some  of  them  came  and  signed  the  resolutions  ? 

Mr.  Arnold.  And  I  think  we  got  the  consensus  of  opinion  that  way. 

Senator  Reed.  How  were  these  delegates  appointed  ? 

Mr.  Arnold.  They  were  appointed  by  chambers  of  commerce, 
by  industrial  organizations,  and  they  were  authorized  to  speak  for 
them  on  those  subjects. 

Senator  McLean.  The  chambers  of  commerce  and  the  industrial 
organizations,  did  they  have  anything  in  the  nature  of  a  referendum  ? 
What  interest  did  they  represent,  what  proportion  of  the  people  ? 

Mr.  Arnold.  Yes;  our  organization  undertakes  to  represent,  and 
I  think  does  at  least  reflect  the  organized  element  of  the  South ;  that  is, 
those  industries  and  those  organizations  who  are  concerned  in  the 
development,  progress,  and  welfare  of  the  South. 

81527— 22— D  E ^28 
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Senator  Reed.  These  delegates  are  chosen  by  local  organizations  ? 

Mr.  Arnold.  They  are  chosen  by  local  organizations  and  not 
by  us. 

Senator  Reed.  And  those  oi^anizations  in  your  opinion  fairly 
represent  the  sentiment  of  the  people  of  the  South  ? 

Mr.  Arnold.  They  are  authorized  to  do  so. 

Senator  Sutherland.  They  were  appointed  by  boards  of  trade, 
chambers  of  commerce,  and  civic  associations  ? 

Mr.  Arnold.  Yes;  those  associations,  and  they  are  authorized  to 
speak  for  the  community. 

Senator  Reed.  Did  the  chambers  of  commerce  of  the  Southern 
States  send  delegates  to  your  convention  in  North  Carolina  ? 

Mr.  Arnold.  They  always  send  delegates — ^not  all  the  Southern 
States. 

Senator  Reed.  That  was  North  Carolina.  But  is  that  true  of  the 
Atlanta  convention  ? 

Mr.  Arnold.  We  had  240  chambers  of  commerce  join  in  the  call, 
and  I  think  most  of  them  were  represented  there. 

Senator  Reed.  Did  they  all  vote  one  way  ? 

Mr.  Arnold.  When  they  signed  our  call  there;  it  is  a  call  for  a 
congress  for  that  purpose. 

Senator  Reed.  Have  you  got  that  call  ? 

Mr.  Arnold.  No;  I  have  not;  I  do  not  believe  I  have  it  with  me. 

Senator  McLean.  Are  the  agricultural  interests  represented — 
agricultural  societies  of  agricultural  interests  ? 

Mr.  Arnold.  Yes;  the  agricultural  interests  are  usually  repre- 
sented, and  I  think  of  those  at  least  a  dozen  secretaries  of  agricul- 
tiu'e  or  commissioners  of  agriculture  in  the  States  were  in  it,  and 
agricultural  organizations  sent  delegates — agriculture,  commerce, 
and  industry;  we  gathered  that  element  that  concerns  itself  in  those 
organizations. 

Senator  McLean.  But,  generally,  are  the  farmers  organized  in  the 
South?  Do  you  have  granges  or  other  organizations  and  are  they 
pretty  general  ? 

Mr.  Arnold.  I  think  they  are  pretty  well  organized,  such  as 
farmers'  unions  and  granges. 

Senator  McLean.  Do  you  mean  to  say  that  the  delegates  which 
come  to  your  convention  fairly  represents  the  agricultural  interests 
in  the  South  ? 

Mr.  Arnold.  I  should  say  the  commissioners  of  agriculture  are  a 
fair  representation,  and  the  delegates  appointed  by  them  who  would 
come  to  that  conference. 

Senator  Reed.  Is  the  commissioner  of  agriculture  a  State  officer 
in  the  South  ? 

Mr.  Arnold.  In  many  cases;  sometimes  they  are  appointed  and 
sometimes  they  are  elected. 

Senator  Reed.  He  is  a  State  officer  ? 

Mr.  Arnold.  Yes. 

Senator  Reed.  Let  us  see  about  it.  Was  there  a  single  farmer's 
organization,  as  such,  that  went  to  your  convention  and  voted  for  a 
high  tariff  duty  ? 

Mr.  Arnold.  They  voted  with  the  resolution. 

Senator  Reed.  What  resolution?    We  have  not  any  resolutions. 

Mr.  Arnold.  We  are  presenting  the  resolutions  of  the  North 
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Carolina  division,  and  w6  are  discussing  the  Southern  States.  We 
did  not  intend  to  appear  for  the  southern  delegation. 

Senator  Keed.  tet  us  stick  to  North  Carolina  which  you  have 
presented. 

Mr.  Abnold.  Yes.  * 

Senator  Reed.  This  is  in  two  divisions. 

Mr.  Arnold.  Yes. 

Senator  Reed.  The  first  were  asked  generally  for  such  tariff 
schedules  on  southern  products  as  would  equalize  the  cost  of  pro- 
duction, etc.,  and  the  other  proposed  to  free  raw  materials  on  agri- 
cultural, pastoral  and  mining  products,  that  is  the  essence  of  it. 
Those  resolutions  are  signed  practically  exclusively  by  banks;  there 
may  be  somebody  else  on  here  besides  the  bankers,  but  if  there  is  I 
have  not  found  hun. 

Mr.  Arnold.  We  have  everything  on  here. 

Senator  Reed.  Let  us  see  wnat  we  have  here.  I  am  looking  at  the 
one  you  have  offered;  I  can  not  look  at  the  two  papers  at  once. 

Mr.  Arnold.  They  are  coming  in  at  the  rate  of  about  40  or  50  a  day, 
and  a  week  later  we  would  have  had  the  whole  State. 

Senator  Reed.  Take  the  first  sheet.  Is  there  anybody  on  that  first 
sheet  but  bankers  ?    I  do  not  know  it  if  there  is. 

Mr.  Arnold.  It  was  not  circulated  to  any  one  but  banks. 

Senator  Reed.  The  second  sheet  recites  that — 

We  favor  such  national  legislation  as  may  be  required  to  permanently  establiah 
the  dye  industry  in  the  United  States,  and  ask  for  an  embargo. 

That  is  signed  by  a  large  nimiber  of  manufacturers.  Speaking 
broadly,  I  should  judge  from  the  names  that  they  are  manufacturers, 
a  large  number  of  them,  of  cotton  goods.  Then  there  seems  to  be  a 
choice  selection  of  casket  makers  and  a  great  number  of  furniture 
manufacturers.     Do  you  knoyr  of  any  other  class  of  people  on  here  ? 

Mr.  Arnold.  Yes;  we  have  the  poultry  associations,  the  poultry 
producers  of  central  CaUfomia. 

Senator  Reed.  Poultry  associations;  yes.  Of  course,  they  are 
interested  in  the  embargo  on  djea  ? 

Mr,  Arnold.  The  whole  sentiment  in  the  South,  Senator,  is  for  a 
tariflF;  that  is  the  one  purpose  of  our  organizations. 

Senator  Reed.  You  say  the  whole  sentiment  of  the  people  of  the 
South,  or  these  people  you  eathered  together  ? 

Mr.  Arnold.  Those  people  who  produce  and  create  in  the  South 
want  a  duty. 

Senator  Keed.  How  many  farmers^  organizations  are  on  this? 
Tell  us  one. 

Senator  Gooding.  Read  that  list. 

Mr.  Arnold.  There  are  four  poultrv  associations:  The  American 
Poultry  Association*  the  Central  California  Association,  who  had  a 
man  there;  the  Poultry  Association  of  Washington;  the  Chamber  of 
Commerce  of  Phoenix,  Ariz.;  the  Arizona  Cotton  Growers'  Asso- 
ciation. 

Senator  Reed.  I  am  asking  for  farmers'  associations. 

Mr.  Arnold.  The  Arizona  Cotton  Growers'  Association  is  a  farm- 
ers' organization. 

Senator  Reed.  Thev  are  the  long-staple  fellows  who  want  a  tariff, 
and  they  have  got  a  hundred  acres  of  land,  or  something  like  that, 
out  there  in  long-staple  cotton. 
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Mr.  Arnold.  They  need  a  tariff,  no  matter  who  owns  the  land; 
it  is  a  question  of  biulding  up  the  industry. 

Senator  Reed.  Do  you  tell  me  that  you  can  build  up  in  this  country 
a  long-staple  cotton  industry  that  will  supply  the  needs  of  this 
coimtry,  with  the  amount  of  ground  in  the  United  States  that  will 
raise  that  kind  of  cotton  ? 

Mr.  Arnold.  I  rather  think  so.     We  have  some  of  it  in  Texas. 

Senator  Reed.  You  know,  as  a  matter  of  fact,  that  the  long-staple 
cotton  used  to  be  called  ''sea  island, ''  because  they  raised  it  on 
sea  islands,  but  that  ground  has  become  worthless  and  you  are  now 
trying  to  raise  it  in  a  tew  localities,  and  that  the  acreage  of  that  char- 
acter at  this  time  is  exceedingly  small,  and  they  are  raising  a  little 
out  in  Arizona  on  irrigated  lana  ? 

Mr.  Arnold.  No;  I  do  not  know  of  that. 

Senator  Sutherland.  These  signers  are  by  no  means  all  Repub- 
licans? 

Mr.  Arnold.  I  have  no  idea  what  their  politics  is. 

Senator  Sutherland.  The  resolutions  were  not  circulated  with 
reference  to  political  affiliations  ? 

Mr.  Arnold.  No;  we  circulated  banks,  and  in  many  instances 
the  boards  of  directors  passed  on  it.  It  represents  the  commercial 
interests  of  that  State. 

Senator  Sutherland.  Without  regard  to  political  opinion  ? 

Mr.  Arnold.  The  banker  we  consider  the  best  authority  we  have 
on  financial  matters  and  policy  of  the  Government  that  would  build 
up  an  industry;  that  is  his  business;  we  think  he  is  the  highest  author- 
ity in  the  State  or  in  the  Nation,  for  that  matter. 

Senator  GrOODiNO.  Is  that  the  reason  you  went  to  the  bankers  down 
there  ? 

Mr.  Arnold.  That  is  the  reason,  because  they  were  the  best 
authority  with  respect  to  finances  or  government  of  the  country; 
that  is  their  business. 

Senator  Sutherland.  They  usually  have  some  very  substantial 
farmers  on  the  boards  of  directors  of  these  banks  ? 

Mr.  Arnold.  They  always  have. 

Senator  Reed.  Do  you  know  who  is  at  the  head  of  the  farmer 
organizations  of  the  United  States  ?    Do  you  know  where  he  lives  ? 

Mr.  Arnold.  I  have  not  the  information  with  me. 

Senator  Reed.  He  lives  at  Atlanta,  Ga.  Was  he  at  your  meeting 
and  did  he  join  for  a  high  tariff? 

Mr.  Arnold.  This  was  the  North  Carolina  meeting. 

Senator  Reed.  I  am  talking  about  your  big  Georgia  meeting. 

(No  response.) 

Senator  Reed.  That  is  all. 

The  Chairman.  Are  there  any  further  questions? 

Senator  Gooding.  I  believe  not. 

The  Chairman.  Gentlemen,  the  committee  have  been  very  glad 
to  hear  your  views.  It  cheers  them  up  to  know  that  the  inspiration 
of  the  protective  doctrine  is  growing  in  the  South. 

Senator  Gooding.  I  think  it  should  be  imderstood  that  these 
gentlemen  represent  a  committee  coining  from  North  Carolina  from 
that  convention.    I  do  not  know  whether  that  has  been  made  clear. 

Senator  Watson.  It  is  imderstood. 
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The  Chairman.  I  want  to  say  for  the  committee  that  a  majority  of 
the  committee  this  year  are  earnest  protectionists,  and  I  do  not 
believe  anjr  one  represents  a  sectional  view.  They  are  as  anxious  to 
encourage  industry  in  Texas  and  North  Carolina  as  they  are  in  the 
State  of  Pennsylvania.  If  any  one  of  you  have  any  representation 
to' present  to  tne  committee  we  will  be  glad  to  hear  from  you. 
f;  Mr.  Wharton.  We  thank  you,  Mr.  Chairman.  I  do  not  think  the 
resolution  implies  especially  to  high  tariff,  but  the  manufacturers  in 
our  State  are  m  favor  of  a  protective  tariff,  and  there  in  only  one  tie 
that  has  kept  them  from  expressing  themselves  much  stronger  than 
thev  have  expressed  it. 

The  Chairman.  I  think  the  conmiittee  realizes  your  position. 

Mr.  Wharton.  I  do  not  think  Senator  Reed  denies  tnat  fact. 

Senator  Reed.  I  do  not  Imow  of  a  manufacturer  anywhere  who 
does  not  want  all  the  protection  he  can  get. 
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